Digitized  by  the  Internet  Archive 

in  2012  with  funding  from 

internet  archive 


http://archive.org/details/forbes106julforb 


For  Reference 

Not  to  be  taken  from  this  room 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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s  Real  Estate 
the  Brink? 


A  waterproof  corruga 


s  you  can  get  to  it. 

Tnis  container  stands  up  after  hours  in  the 

water.  It'll  stay  stiff,  too.  Because  every  pore 

has  been  impregnated  by  a  unique  waxing  proc- 

A  Union  Camp  exclusive. 

The  market  for  these  extraordinary  boxes? 

Produce.  Poultry.  Seafood.  Any  perishable  that 


has  to  be  iced  and  kept  fresh  and  bruise-free 
over  the  long  haul. 

The  advantages?  The  boxes  are  economical. 
Easy  to  inspect.  Lightweight.  And  safe. 

Even  for  pussycats. 

Union  Camp  Corporation,  Wayne,  New 
Jersey  07470  \ 

Union  Camp 


Since  pollution  is  everybody's  fault 
everybody  is  responsible  for  curbing  it 


Every  man,  woman  and  child  in  America 
causes  on  average  a  ton  of  polluting  wastes 
every  year.  And  the  car  you  drive,  the  truck 
bringing  you  food,  the  plane  you  fly  all  add 
to  it. 

Are  you  willing  to  change  to  an  automobile 
which  uses  cleaner  gasoline  but,  as  a  re- 
sult, has  less  than  today's  power?  Are  you 
willing  to  wear  clothes  not  so  glistening 
white  if  your  laundry  should  use  a  weaker 
detergent?  Are  you  willing  to  stop  the  growth 
of  our  cities  and  towns  (because  after  all  it's 
people  who  create  pollution). 

Hundreds  of  corporations  are  spending 


millions  of  dollars  to  reduce  pollution  and 
stop  it  wherever  possible.  (Our  own  Com- 
pany for  one  has  been  changing  over  a  long 
time  to  gas  furnaces,  buying  Air  Scrubbers, 
installing  Waste  Treatment  Systems  —  and 
there's  more  to  be  done.)  But  we  haven't 
heard  of  any  practical  ideas  from  the  student 
protesters  nor  the  political  vote-gatherers, 
nor,  unfortunately,  enough  action  from  too 
many  companies. 

Pollution  and  its  cure  —  like  so  much  else 
—  begins  at  home. 

.  .  .  How  are  you  doing? 


Hydro-Scopic®  hydraulic  excavator  digs  new  ditches 
and  maintains  existing  ditches  without  interrupting 
traffic  flow. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 
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Sylvania  revolutionizes 
the  flashbulb  business. 


Again. 


1965 


Sylvania  introduces  the 
Flashcube.  Giving  picture 
takers  four  fast-action  flash  shots  without 
changing  bulbs.  And  giving  Sylvania  the  lion's 
share  of  the  market. 


Back  in  1965,  Sylvania  research  came  up  with  a  wild 
success  called  the  flashcube. 

One  rotating  cube  that  gives  you  four  flash  shots. 

Now  Sylvania  re-invents  the  flashcube. 

Now  Sylvania  introduces  MAGICUBE— first  flashcube 
to  work  without  batteries. 

You  didn't  know  flashcubes  worked  on  batteries?  Many 
people  don't.  So  many  people  blame  the  flashcube  when  it 
fails  to  flash. 

But  the  odds  are  50  to  1  the  trouble  is  in  the  battery 
system:  a  dead  battery.  Or  faulty  contacts. 

As  father  to  the  child,  this  bugged  us. 

Particularly  since  millions  of  flash  pictures  a  year  are 
goofed  because  the  battery  system  failed. 

A  Self-Powered  Flashcube. 

Suppose,  though,  you  developed  a  flashcube  that  didn't 
depend  on  a  battery  system?  A  flashcube  that  worked  on 
its  own  built-in  power  source? 

You'd  eliminate  the  major  cause  for  missing  all  those 
millions  of  missed  pictures,  right?  Indeed. 


1970 


Sylvania  introduces  the 
MAGICUBE-first  flashcube 
to  work  without  batteries.  No  chance  of  miss- 
ing a  flash  shot  because  the  battery  system 
failed  to  work. 


And  you  might  even  name  it,  as  we  did,  MAGICUBE. 
That's  the  way  it  seems  to  work.  Every  time. 

MAGICUBE  is  self-powered.  It  is  flashed  by  a  simple, 
mechanical— not  electrical— device  inside  the  camera. 

Obviously,  if  there  is  no  battery  system  to  depend  on, 
there  can  be  no  flash  pictures  to  miss  because  the  battery 
system  failed  to  operate. 

The  Market  Picture. 

Sylvania  MAGICUBES  cannot  be  used  with  the  con- 
ventional flash  cameras  now  on  the  market. 

But  Eastman  Kodak  has  already  developed  an  entirely 
new  series  of  Instamatic®  "X"  Cameras  that  will  use 
MAGICUBES.  And  only  MAGICUBES. 

Similarly,  other  camera  manufacturers  are  following 
suit  with  their  own  new  models. 

At  the  same  time  we  haven't  eased  up  on  the  produc- 
tion of  good  old  reliable  Blue  Dot  Flashcubes.  As  of  now, 
they  outsell  all  other  brands  by  a  healthy  margin. 

One  flashcube  or  another,  we  aim  to  keep  that  lead. 

Maybe  even  make  it  a  bit  healthier. 


General  Telephone  &Electronics 
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We  think  there  are  some  pretty  good  reasons 
to  be  optimistic  about  petroleum's  outlook 
at  this  time : 

*  Petroleum  demand  in  the  Free  World  in 
1 980  is  expected  to  increase  by  67%  to  more 
than  60,000,000  barrels  a  day,  compared  with 
36,000,000  in  1969. 

*  By  1980,  United  States  demand  should  in- 
crease by  5,000,000  barrels  a  day— 36%— to 
a  total  of  about  19,000,000,  one-third  of  Free 
World  requirements. 

*Western  European  demand  should  in- 
crease by  almost  10,000,000  barrels  a  day— 
9 1  %  -to  a  total  of  about  2 1 ,000,000,  or  almost 


double  the  level  of  demand  in  1969. 

*  Demand  in  other  areas  of  the  Free  World 
should  increase  by  more  than  9,000,000  bar- 
rels a  day  to  a  total  of  20,000,000-an  82(  <' 
increase. 

We  think  forecasts  like  these  mean  great 
opportunity  for  petroleum  industry  growth 
in  the  70s.  As  one  of  the  nation's  leading  sup- 
pliers of  petroleum  energy,  Texaco  is  ready. 
We  feel  we  have  the  manpower,  the  dedication, 
and  the  resources  —  highly  flexible,  broadly 
diversified,  and  strategically  located— to  con- 
tinue the  development  that  has  characterized 
Texaco  for  68  years. 

In  other  words,  we're  oji  the  move. 
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stock  market  values  were  clipped  by  $100  billion  or  more,  we  figured  that 
"decline"  was  strong  enough. 

Why  is  this  time  different?  From  its  high  of  December  1968  to  its  low 
this  May,  the  Dow-Jones  industrial  average  went  down  33%,  but  that's 
not  the  whole  story.  The  Dow-Jones  transportation  index  was  down  53%. 
Even  the  utility  index,  supposedly  stable,  has  slumped  more  than  40%  since 
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In      1957,      19%.      In                                                     (, 
1942,  22%. 

Of  course,  1937's  crash  was  worse  than  1970's.  In 
dropped  by  nearly  50%  (from  194  to  99)  in  a  few  monl 
dy  of  them  all  was  the  break  that  started  in  October  ] 
DJI  and  didn't  finally  stop  until  midsummer  of  1932 
something  like  89%.   (Interestingly,  there  was  one  po\ 
decline,  in   1930,  when  the  DJI  jumped  nearly  50% 
only  to  go  into  utter  and  total  collapse  thereafter.) 

But  if  the  1969-70  market  is  not  the  roughest  on  re 
some   distinguishing   characteristics,   which,   we   think 
"crash."  The  important  thing,  we  suspect,  is  what  has 
the  bond  market. 

In  recent  decades  the  bond  market  has  tended  to  b 
stock  market  was  weak.  This  was  true  in  1962.  And 
bonds— not,  of  course,  speculative  ones— came  out  of  th< 
a  good  deal  higher  in  price  than  they  went  in.  For 
prime  20-year  corporates  yielded  4.4%  on  average;  in  1 
2.65%.  Yet  today  the  bond  market  is  even  more  a 
the  stock  market.  Long-term  20-year  U.S.  treasuries, 
have  dropped  by  24%  in  market  price  since  1968.  Goc 
sell  to  yield  9%  and  more,  highest  in  American  histi 
five  years  ago.  In  short,  today  we  have  two  bear  mai 

In  many,  many  ways,  the  bond  market  is  more  esse 
ernments,  for  corporations  and  for  individuals,  than  tl 
Partly  as  a  result  of  these  tight  money  markets,  some  \ 
have  slipped  close  to  insolvency.  Penn  Central,  Lockhe 
seas  Service  and  L-T-V  are  only  a  few  of  the  more  ( 
would  have  to  go  back  to  the  Thirties  to  find  so  man; 
such  serious  trouble. 

Now,  we  hope  no  one  will  read  too  much  into  our  c 
calling  the  crash  a  crash,  we're  not  predicting  that  t 
stay  bad  or  get  worse.  We'd  be  the  last  to  sell  short  t 
society  and  of  our  economy.  This  time,  too,  the  stock 
back.  But  it  would  be  foolish  to  underestimate  the  dar 
done  and  how  long  it  will  take  to  undo  it.  A  crash  is  a 
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Trends 

&  Tangents 


FOREIGN 


International  Interest 

The  current  concern  over  inter- 
est rates  is  not  confined  to  the  U.S. 
In  fact,  interest  rates  here  are  rela- 
tively stable  compared  with  those 
in  eight  European  countries,  Japan 
and  Canada  over  the  past  ten  years. 
Germany  and  Great  Britain  have 
the  most  volatile  rates;  in  the  past 
ten  years,  the  Bank  of  England 
changed  its  discount  rate  no  fewer 
than  24  times.  Switzerland  contin- 
ues to  have  the  lowest  interest  rates 
among  the  11  countries,  reflecting 
both  the  stability  of  the  Swiss 
franc  and  the  value  of  political  neu- 
trality. Japan,  which  ten  years  ago 
had  the  highest  rates,  today  has 
among  the  lowest,  and  is  the  only 
country  whose  interest  rates  are 
lower  than  they  were  a  decade  ago. 


V. 


BUSINESS 


For  Safe:  Almost  Anything 

While  New  York's  Parke-Bemet 
Galleries  has  long  been  extending 
its  activities  beyond  its  more  tradi- 
tional field  of  paintings  and  objets 
d'art,  this  month  it  will  break  new 
ground  by  auctioning  off  used  com- 
puters. Customers  looking  for  EDP 
bargains  will  now  join  museums 
and  collectors  on  the  auction  floor. 
The  move  is  in  line  with  P-B's  pol- 
icy to  extend  its  auctions,  which 
in  the  last  two  years  have  been 
broadened  to  include  historic  air- 
craft, antique  cars,  trains,  horses, 
old  buttons  and  bank  shares.  Last 
December  it  sold  at  auction  24,034 
shares  owned  by  stockholders  un- 
willing to  go  along  with  a  merger 
between  two  New  Jersey  banks. 

Running  Funds 

Campaign  expenses  present  a 
classic  example  of  a  credibility  gap, 
according  to  a  recent  study  of  po- 
litical financing.  The  Twentieth 
Century  Fund  estimates  that  close 
to  $50  million,  rather  than  the  $8.5 
million  reported,  was  spent  in  Con- 
gressional campaigns  in  1968.  Their 
recommendation:  require  disclo- 
sure, and  publicly  subsidize  cam- 
paign expenses  by  altering  the  tax 
structure.  This  proposal  permits  a 


partial  tax  credit  for  individual  po- 
litical contributions,  and  allows 
broadcasters  a  full  tax  deduction 
of  discounts  given  candidates. 

Getting  the  Lead  Out 

Smallish  Murphy  Oil  Co.  ( 1969 
revenues:  $246  million)  of  Arkan- 
sas has  made  the  decision  many  of 
the  larger  oil  companies  have  been 
groaning  over:  to  sell  a  lead-free 
gas.  The  new  fuel,  dubbed  "anti- 
pollution gas,"  will  cost  the  same 
as  its  competitors'  leaded  variety. 
Rising  antipollution  sentiment  plus 
the  current  proposal  to  tax  leaded 
gasoline  has  made  such  a  move  ap- 
pealing to  many.  Among  them:  in- 
vestors. Murphy's  stock  jumped  al- 
most four  points,  over  20%,  the  day 
after  it  announced  its  plans. 

Tom  Watson,  Take  Note 

International  Business  Machine's 
lawyers  defending  the  company 
against  charges  of  monopolizing  the 
computer  industry  might  take  heart 
from  the  fact  that  IBM  isn't  the 
only  company  that  dominates  over 
two-thirds  of  its  industry's  sales.  So 
does  Guilford,  Maine's  65-employee 
Pride  Mfg.  Co.  Last  Year  Pride's 
production  run  of  250  million  items 
filled  75%  of  his  market's  need.  The 
product?  Golf  tees.  ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $9.50,  □  2 
years  $15,  □  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
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Indochina— Pro  and  Con 

Sir:  Your  little  "Nixon  Can  Recover" 
bit  ( Fact  It  Comment,  June  1 )  was  a 
great  comfort  to  Communism.  You  are 
either  red,  yellow,  or  ignorant.  You  ap- 
pear to  be  some  of  each  and  if  any 
more  ef  this  trash  comes  from  you,  please 
do  me  the  courtesy  of  cancelling  my 
subscription. 

— Royce  S.  Rowley 
Huntington  Park,  Calif. 

Sir:  In  my  admiration  for  your  re- 
marks in  the  Nixon  editorial,  I  took  the 
liberty  of  writing  to  the  editors  of  local 
newspapers  quoting  your  remarks. 

—Joseph  A.  Sutton 
New  York,  N.Y. 

Sir:  You  must  be  of  the  long-haired 
type,  unwashed,  a  low  mind,  and  expe- 
diency for  a  policy  of  living  ...  so  shal- 
low you  could  not  teach  a  group  of  kin- 
dergarten children. 

— Lyle  V.  Timmins 
Blanchard,  La. 


Sir:  Beautiful! 


-Harry  B.  Brown 
South  Bend,  Ind. 


Sir:  We  are  going  to  leave  and  when 
we  do  the  Asians  will  settle  their  own 
problems  whether  we  leave  in  1971  or 
1981!  If  some  of  Nixon's  advisers  can't 
change  his  course  the  Republican  party 
is  going  to  pay  a  bitter  price  in  1972. 

—Norman  F.  Smith 
Shaker  Heights,  Ohio 

Requirement  — Made  in  USA 

Sir:  I  believe  you  will  find  that  Smith 
and  Romeo— aided  by  Popp  (Side  Lines, 
May  15)—  missed  the  best-managed  com- 
pany on  the  American  scene  in  your 
Directory  Issue,  International  Utilities 
Corp.,  our  parent  organization. 

—Harold  E.  Whatley 

President, 

Amvit 

Cleveland,  Ohio 

The  criteria  for  inclusion  in  the  Direc- 
tory Issue  are  that  a  company  must  be 
publicly  owned  and  it  must  be  U.S. 
based— Ed. 

Finding  a  Niche  for  the  Penn  Central 

Sir:  Your  remark  that  "Penn  ...  is 
now  probably  worth  more  as  a  real  estate 
company  than  as  a  transportation  com- 
pany" (Forbes,  May  15,  p.  65),  is  one 
that  I  am  more  than  ready  to  believe, 
although  I  would  take  the  word  "worth" 
in  a  different  sense  from  the  one  that 
you  probably  intended.  I  always  thought 
that  Penn  Central  didn't  know  how  to 
run  a  railroad;  even  a  recent  ride  on  the 
puffed-up  Metroliner  didn't  modify  that 
opinion.  Maybe  if  Penn  Central  got  out 
of  the  transportation  business  altogether, 
and   tried   to  find  out  where  its   talents 
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really  lie.  it  would  clear  the  tracks  for 
some  overdue  improvements  in  rail  ser- 
vice. 

— C.  Wasiutyxski 
New  York,  N.Y. 

A  Matter  of  Disagreement 

Sir:  In  your  issue  of  Feb.  15  (Read- 
ers Say).  Henry  G.  Bleeker  of  the  Ford 
Motor  Co.  claims  that  Ford  is  the  second 
largest  producer  of  diescl  engines  in  the 
world,  having  built  slighdy  in  excess  of 
153.700  in  1969. 

To  set  the  record  straight:  The  Daim- 
ler-Benz AG.  in  1969,  produced  214,815 
diesel  engines  in  its  German  plants.  In 
addition,  approximately  1,100  Maybach 
Mercedes-Benz  diesels  were  built.  These 
numbers  do  not  include  diesel-engine 
production  in  our  plants  outside  Ger- 
main-. 

—Alfred  H.  Carroll 

Vice  President  &  General  Manager, 

Daimler-Benz  of  North  America 

Flushing,  N.Y. 

One  Count  Will  Do 

Sir:  On  page  64  of  your  May  IS  is- 
sue, you  saj  :  "The  500  biggest  (  by  rev- 
enues )  companies  last  year  added  up  to 
some  $550  billion,  more  than  half  the 
gross  national  product."  In  a  way,  that  is 
true:  The  combined  sales  are  equivalent 
to  more  than  halt  the  GNP.  What  is  mis- 
leading is  the  implication  that  in  the  com- 
putation of  CM',  more  man  half  of  the 
total  comes  from  the  500.  The  error  is 
that  the  GNP  removes  double-counting. 
When  Dow  sells  a  chemical  to  GM  and 
GM  puts  it  in  a  tar  and  sells  the  car,  the 
FOKBES  500  counts  both   sales.    The  GNP 

counts  it  once,  in  effect  adding  up  only 

the  "value-addeds"  by  each  company  in 
the  manufacturing  chain. 

— Thom  \s  Gdlgut 
New  York.  N.Y. 

Howard  Head  Replies 

Sir:  louche'  on  Head's  PR  depart- 
ment! [Fact  L-  Comment.  May  1,  which 
commented  upon  the  explanation  of 
Head  Ski's  PR  man  for  Howard  Head's 
selling  his  Head  Ski  stock.]  Regards. 

—"Ski's  (retired)  Head" 
Howard  Head 
Timonium,  Md. 

<A  Friend  of  Snoopy's? 

Sir:  The  cover  of  your  June  1  issue 
strikes  a  nostalgic  note.  As  a  contempo- 
rary of  the  likes  of  Billy  Bishop,  Baron 
Manfred  von  Richtofen  [the  Red  Baron], 
Arthur  Ball  ct  al  in  World  War  I,  I 
flew  an  assorted  number  of  aircraft  and, 
as  a  bomber  pilot,  took  flight  training 
with  Art  Brown.  (Sir  Arthur  Whitten 
Brown,  who  was  first— with  Captain  John 
Alcock  of  the  Royal  Air  Force— to  fly 
nonstop  across  the  Atlantic  in  1919  and 
won  the  London  Daily  Mail's  S50,000 
prize  for  same. ) 

No  reference  is  made  of  this  very  in- 
teresting cover  photograph,  but  I  am 
taking  an  educated  guess  that  this  is  a 
(Continued  on  page  60) 
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Seagram  s  Benchmark. 

Measure  your  Bourbon  against  it, 

The  meaning  of  the  word  Benchmark: 
"that  which  others  are  measured  against." 

Take  us  up  on  our  challenge  —  and 
measure  your  Bourbon  against  Benchmark. 

We  think  you  11  find  that  all  the 
craftsmanship  and  skill  and  old-fashioned 
care  that  go  into  it  do  make  a  difference. 

A  measurable  one. 


^Qgratn's 


f^NCHMARK 

W      UM  bourbon 

^   .'''CKy^-.  v 

^  .  ;rR-IOHT  BOURBON  WHISKY  ** 


Seagram's  Benchmark  Kentucky  Straight  Bourbon  Whiskey.  86  Proof.  Joseph  E   Seagram  &  Sons,  Louisville,  Ky. 


The  companies  that  make  the  juice 

may  start  to  earn  more  than 

the  companies  that  make  the  products. 


Utilities?  For 
aggressive  investors? 

It  sounds  as  likely  as  paying  off 
the  national  debt. 

But  Merrill  Lynch  thinks  the 
stage  may  be  set  for  a  jump  in 
utility  earnings.  We  believe  it 
should  come  during  the  next 
18  months,  when  a  lot  of 
manufacturers  may  still 
be  caught  in  the  profit 
squeeze. 

So  you  might 
see  utilities  earning 
more  while  manufac- 
turers are  earning  less. 
Assuming  we're  right,  we 
think  the  difference  could  be  startling. 

One  thing  that's  helping  utilities  is  the 
soaring  demand  for  electric  power.  People 
keep  finding  new  ways  to  use  it.  For  every- 
thing from  house  heating  to  portable  pants 
pressers.We  estimate  that  demand  will  double 
in  less  than  10  years. 

Another  trend -and  one  that  could  also 
have  a  big  impact  on  earnings -is  the  growing 
willingness  of  state  agencies  to  grant  respon- 
sible rate  increases. 


Our  analysts  saw 
this  trend  devel- 
oping in  the  late 
sixties.  The  state  agencies  knew  that 
utilities  had  to  expand  their  facilities 
to  feed  an  energy-hungry  nation. 

They  also  knew 

that  utilities  would 

need  good  earnings 

to  attract  new 

investors. 

We  pointed  this  out  in  December,  1968, 

in  a  report  on  applications  for  rate  increases. 

We  felt  many  of  the  applications  would  be 

approved  and  that  earnings  could  start  to 

perk  up  within  a  year. 

Since  then,  electric  power  utilities  have 
gained  well  over  $400  million  in  rate  increases. 
And  earnings  are  starting  to  rise  among  many 
of  the  250  utilities  we  follow.  Your  Merrill 
Lynch  Account  Executive  can  tell  you  which 
ones  our  analysts  like  for  the  intermediate 
and  long  term. 

We're  not  saying  we  spot  all  the  new 
trends.  Nobody  does.  But  we  do  have  twice  as 
many  analysts  looking  for  them  as  any  other 
broker. 

We  figure  that  puts  the  odds  in  our  favor. 


Merrill  Lynch:  We  look  for  the  trends. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  For  nearest  office  call  toll-free  800-243-6000.  In  Connecticut  call  800-942-0655. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


DREAMERS'   DREAMY  DREAM 


The  other  day  a  few  of  us  here  were  powwowing  with 
some  of  the  topmost  brass  of  one  of  the  country's  most 
prestigious  banks. 

In  a  discussion  about  the  mandatory  retirement  policies 
of  most  corporations,  one  of  these  guests  observed  that  it 
would  be  equally  valuable  or  far  more  so  if  there  were 
a  mandatory  retirement  age  for  senators  and  congressmen. 
Every  reason  for  the  existence  of  age  ceilings  in  the  cor- 
porate  world    or    the   military    world    or   for   that   matter 


any  other  world  applies  to  federal  legislators— in  spades. 

We  were  all  in  agreement  on  the  idea  but  figured  that 
keeping  snowballs  from  thawing  in  Hades  might  be  a  far 
simpler  undertaking  than  getting  Congress  to  support  such 
a  provision. 

For  some  quite  fathomable  reason  (spelled  P-a-t- 
m-a-n),  these  very  responsible  bank  executives  didn't  insist 
that  I  give  them  public  credit  for  their  highly  creditable 
suggestion. 


IT  CAN'T  HAPPEN  HERE—? 

For  many  years  the  world  and  we  have  tutted  and 
clucked  our  disapproval  of  the  British  workers'  willingness 
to  engage  in  wildcat  strikes  for  any  or  no  reason  at  all. 
The  cost  of  this  rampant  and  irresponsible  waste  to 
Britain  and  its  standard  of  living  lias  been  enormous. 

There  are  indications  the  virus  there  is  subsiding.  Re- 
cently a  majority  of  48,000  Ford  Motor  Co.  Ltd.  workers 
rejected  a  strike  call  by  their  leaders  at  20  of  British  Ford's 
21  plants.  The)  voted  to  accept  a  settlement  that  their 
stewards  had  rejected. 


Here  it's  been  quite  the  reverse— to  the  point  where 
management  finds  negotiating  with  unions  incredibly  dif- 
ficult. Settlements  are  arrived  at,  often  at  considerable  sac- 
rifice, only  to  have  the  union  leaders'  agreements  rejected 
by  the  rank  and  file.  Then  the  rejected  "settlement"  be- 
comes the  basis  on  which  further  new  demands  are  made 
toward  a  new  "settlement." 

I  hope  it  doesn't  take  American  rank  and  filers  as  many 
years  as  it  did  the  British  workers  to  control  such  costly- 
to-all  irresponsibility. 


DO  THE  RABID   RISE? 

Are  there  more  haters  than  ever  in  the  country? 

Without  doubt,  our  land  is  plagued  by  an  increasing 
number  of  people  bitter— over  Vietnam;  over  Cambodia; 
over  campus  turmoil;  over  inflation;  over  black  and  white 
extremists;  over  this  and  that  and  over  more  and  more. 

Venom  is  vented  by  voices  from  podiums  and  by  the 
Fringes  who  set  pen  to  paper  and  splatter  the  press  and 
the  objects  of  their  wrath  with  purple  prose. 

Not  long  ago,  Jeno  Paulucci,  the  many-successed  en- 
trepreneur from  Minnesota,  placed  a  paid  message  in  some 
newspapers  urging  the  President  to  leave  Indochina.  He 
wrote  me  about  one  aspect  of  the  response: 

"Frankly,  I  never  realized  that  here  in  America  we  have 


such  rabid  vitriolic  people  who  write  threatening  as  well  of  the  same  silence. 


as  vulgar  and  insulting  letters  when  an  opinion  differs 
from  theirs.  It's  been  a  disgusting  and  most  disturbing 
revelation.  .  .  ." 

Here  at  Forbes  we  get  our  share,  as  you  can  see  from 
some  of  the  letters  on  page  8  of  this  issue. 

I  guess  it  really  shouldn't  be  too  disturbing  that  vehe- 
mence flourishes  in  a  time  of  so  many  deeply  divisive 
Questions  for  which  there  are  no  simple  answers.  It's  prob- 
ably healthier  for  us  all,  and  certainly  for  the  haters,  to 
vent  their  feelings— to  let  it  out,  to  let  it  all  out.  If  it  makes 
those  sick-minded  extremists  healthier,  I  guess  the  much- 
talked-about,  much-claimed,  much-spoken-for  Silent  Ma- 
jority can  put  up  with  all  the  screamers  with  a  bit  more 
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A  BRIEF  PAUSE 

Three  weeks  ago  my  wife  and  I  and  sons  and  daughter 
and  daughter-in-law-to-be  did  as  millions  of  other  Ameri- 
cans did  in  early  June— witnessed  an  offspring's  graduation. 

Our  eldest,  Malcolm  Stevenson  Forbes  Jr.,  was  being 
awarded  a  Princeton  BA— as  had  his  father  before  him, 
his  grandfather  before  him,  numerous  uncles  and  numer- 
ous cousins.  Just  29  years  earlier  I  sat  about  where  he  was 
now  sitting  on  the  lawn  in  front  of  Nassau  Hall,  and  my 
parents  sat  off  to  the  side  where  his  were  now  sitting.  Our 
times  too  were  tumultuous— in  1941  World  War  II  was  in 
full  swing  and  Pearl  Harbor  lay  just  six  months  ahead. 


FOR  NOSTALGIA 

This  year's  graduating  class  speakers  were  perceptively 
tuned  in  to  the  tumult  of  these  times.  The  courageous 
clarity  with  which  they  spoke  spoke  well  of  them  and 
their  university.  Their  valedictorian  pointed  out  a  strange 
and  bad  thing:  "Today  the^  American  flag  and  the  Peace 
symbol  are  used  to  rally  diametrically  opposed  forces." 

University  President  Goheen,  who  has  guided  Old  Nas- 
sau with  dedicated  brilliance  for  13  years,  concluded  with 
this  observation  to  the  newly  launched:  "You  have  my  con- 
fidence and,  now  that  you  are  no  longer  students,  may  I 
say  'More  Power  to  You.'  " 


COOL! 

Princeton  University's  award  of  an  honorary  degree  to  Bob  Dylan. 


THE  TEACHERS 

While  professors  may  not  have  been  able  to  do  much 
teaching-preaching  to  undergraduates  in  the  past  months, 
the  teachees  have  sure  been  teaching  the  teachers. 

Most  in  that  honorable  profession  have  always  held, 
espoused  and  sought  to  awaken  or  instill  liberal  views 
—if  you'll  pardon  the  use  of  this  unfashionable 
word.  You  know  the  line:  Be  Aware  and  Beware  of  the 
Establishment!  Learn  to  Recognize  and  Upend  the 
Power   Structure!    The   Flaws   and   Fallacies   of   Capital- 


GET  TAUGHT 

ism!  Be  Alive  to  Wrong  and  March  Forward  to  Right  It! 

How  sad  now  ( hmm ) ! 

The  marched-against,  much-besieged  professors  are 
mostly  aghast  at  some  of  the  results  they  sought  and 
wrought.  Instead  of  picking  targets,  they  are  startled  and 
appalled  to  be  targets.  Radical  campus  undergraduates 
have  deradicalized  faculties  by  the  collegeful.  Whether 
this  taking  of  the  yeast  out  of  the  yeast  is  good  doesn't 
change  the  fact  of  it. 


HOW  MANY  PROFIT 

All  business  managements  sometime  in  advance  of  each 
new  year  draw  plans,  project  budgets  and  profits  for  the 
year  to  come. 

In  Forbes'  last  issue,  E.  Mandell  de  Windt,  new  Eaton 
Yale  &  Towne  CEO,  has  a  better  plan,  i.e.,  three  plans: 
one  for  anticipated  sales,  another  for  sales  running  ahead 
of  plans,  and  a  third  should  sales  fall  below  projections. 
Said  the  article: 

When  sales  start  to  slip  in  any  corporation,  the 
difficulties  rapidly  multiply.  Doubts  and  fears  arise. 
Executives  become  defensive  with  their  superiors. 
They  spend  days  anguishing  over  how  to  cut  costs 
when  what  they  need  most  is  to  figure  out  how  to 
lift  sales. 


PLANS   HAVE  YOU? 

Planning  in  advance  for  a  slowdown  eases  the 
pressure.  "It  forces  divisional  management  and  cor- 
porate staff  to  develop  a  plan  of  action  before  a 
downturn.  We  try  to  avoid  a  lot  of  the  fuss  and  emo- 
tional decisions  when  the  time  comes  to  cut  back." 

Often  executives  become  so  narrowly  committed 
to  one  course  that  they  can't  switch  to  another. 
De  Windt's  multiple-budget  system  forces  his  ex- 
ecutives to  keep  two  of  their  most  important  func- 
tions in  mind.  One  is  how  to  handle  an  unantici- 
pated bulge  in  demand.  The  other  is  how  to  handle 
a  decline. 

It's  a  case,  you  might  say,  of  Thinking  Positively  by  do- 
ing some  negative  planning. 


RUDENESS  PAR   EXCELLENCE 


If  you  dislike  a  man  and  want  him  to  dislike  you,  here's 
a  surefire  way  to  get  the  job  done— 

On  being  introduced  in  a  small  gathering  or  large,  in 
the  course  of  the  minutes  of  unavoidable  conversation, 
be  sure  to  avoid  looking  at  him.  While  he  attempts  con- 


12 


versation  with  you,  or  you  mumble  at  him,  look  over  his 
shoulder  and  around  the  room  at  others.  When  not  look- 
ing past  him,  keep  glancing  at  your  wristwatch. 

A  very  brief  while  of  this  and— presto!— your  mission  is 
accomplished. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


Forbes 


The  Greatest  Thing 
Since  the  Nickelodeon? 

If  you  scorn  what's  on  the  boob  tube  but  prefer  your  entertain- 
ment at  home,  don't  despair.  Cartridge  video  is  on  the  way. 


There's  a  whole  new  consumer  goods 

industry  about  to  l>e  horn  that  could 
be  worth  billions  of  dollars  a  year  to 
the  electronics,  entertainment  and  in- 
formation industries.  There's  only  one 
problem:  The  potential  is  so  obvious 
that  there's  a  stampede  to  get  in,  and 
it  may  be  years  before  anybody  makes 
any  real  money. 

Involved  is  a  kind  of  oversized  brief- 
case hooked  by  a  few  wires  to  the  an- 
tenna terminals  of  an  ordinary  color 
•television  set.  It's  a  home  video  play- 
er, which  could  be  to  TV  what  the 
long-playing  record  was  to  the  phono- 
graph—and  more.  RCA  Chairman  Rob- 
ert Samoff  considers  the  home  video 
player  "the  biggest  development  in 
home  entertainment  since  the  advent 
of  color  TV." 

TV  has  always  had  a  tremendous 
advantage  over  other  forms  of  enter- 
tainment: The  customer  doesn't  have 
to  go  to  it,  it  comes  to  him.  But  TV 
has  a  big  disadvantage,  too.  The  dis- 
advantage has  been  that  the  viewers 
have  been  pretty  much  limited  in 
what  they  can  watch  by  what  the  big 
networks  produce.  Given  the  econom- 
ics of  the  situation,  the  networks 
tend  to  appeal  to  a  rather  low  com- 


mon   denominator    of    entertainment. 

The  home  video  player,  retaining 
the  big  advantage  of  TV,  offers  a  way 
out  of  this  basic  limitation.  It  could  give 
the  average  American,  right  in  his 
own  living  room  or  playroom,  an  al- 
most limitless  choice  of  entertainment 
and  information.  The  viewer  simply 
drops  a  prerecorded  film  cartridge  or 
cassette  on  a  spindle  or  into  a  slot, 
presses  a  button  and  runs  of)  a  color 
or  black-and-white  show  for  up  to  an 
hour  and  a  half.  In  effect,  it  enables 
every  one  of  the  83  million  TV  sets 
in  the  U.S.  to  become  a  sound  pro- 
jector in  its  own  private  theater. 

In  this  it  differs  radically  from  the 
video-tape  camera-player  combinations 
on  the  market  since  the  mid-Sixties, 
which  permitted  a  purchaser  to  record 
a  show  and  play  it  back  later.  The 
owner  of  a  home  video  player  can  se- 
lect from  his  own  library  of  purchased 
or  rented  prerecorded  shows. 

Big  Bandwagon 

Any  new  product  with  such  pro- 
found implications  cannot  helo  having 
far-reaching  business  implications. 
The  home  video  p'ayer  already  has 
begun   to  create  an  expanding  group 


of  entrepreneurs,  old  and  new, 
ready  to  supply  prerecorded  program- 
ming fare  of  every  kind:  Off-Broad- 
way shows;  encyclopedias;  golf  les- 
sons; old  and  new  movies. 

There's  almost  a  stampede  to  get  a 
foothold  in  the  business.  Companies 
ranging  from  Time  Inc.,  The  New 
York  Times  and  Field  Enterprises,  of- 
fering educational  materials,  to  Holly- 
wood operators  like  Darryl  Zanuck  of 
20th  Century-Fox  and  United  Artists, 
who  plan  to  transfer  big  chunks  of 
their  old  feature  film  libraries  to  the 
new  home  video  cartridge  systems. 
The  advertising  agencies  are  talking 
about  what  could  be  done  to  make 
direct-mail  sales  pitches  and  product 
demonstration  cartridges  for  easy 
home  use.  The  owners  and  operators 
of  CATV  systems  have  caught  the 
vision  of  what  a  prerecorded  cartridge 
library  could  do  to  reduce  their  de- 
pendence on  TV  networks  and  sta- 
tions for  programming. 

Optimists  already  are  forecasting  a 
new  market  from  $1  billion  to  $5  bil- 
lion within  the  next  ten  years  for 
home  video  players  and  the  program- 
ming software  that  goes  with  them. 
With  the  big  growth  in  existing  home 
entertainment  products  already  past 
its  peak,  this  market  is  one  that  no- 
body can  ignore. 

The  products  already  exist.  Grant- 
ed, it  is  still  a  very  high-priced  prod- 
uct for  the  mass  consumer  market. 
Current  models  of  cartridge  or  cas- 
sette type  players  are  already  for  sale 
at  $795  and  could  be  priced  higher 
initially.  At  this  point,  the  most  likely 
customer  would  be  a  corporation  or  a 
school  using  such  players  to  cut  train- 
ing or  teaching  costs.  The  same  goes 
for  the  current  prices  of  cartridges. 

To  create  a  true  mass  market,  their 
prices  will  have  to  drop,  probably 
to  around  $300  for  a  player,  $5  or  so 
for  a  feature  film  cartridge.  At  these 
prices,  home  video  would  be  price 
competition  with  long-playing  records. 

Everybody  In 

Until  last  fall,  Columbia  Broadcast- 
ing System  was  about  the  only  big 
outfit  around  that  had  actually  dem- 
onstrated a  practical  player,  its  Elec- 
tronic Video  Recorder,  or  EVR.  Since 
then  RCA  has  jumped  in.  So  has  a 
Japanese  contingent  led  by  Sony  Corp. 
and  including  Matsushita. 

Then,  in  May,  Avco  Corp.  an- 
nounced that  it  had  set  up  a  subsidi- 
ary. Cartridge  Television.  Avco's 
Cartrivision  will  be  a  combination 
player-recorder  and  TV  set  to  be  made 
by  Admiral.  Sylvania,  Magnavox  and 
Zenith  also  say  they  are  working  on 
home  video  players,  though  they  are 
quite  closemouthed  about  it.  A  small 
British  firm;  Vidieord,  also  has  devel- 
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The    Jazz    Singer,    the    first    talkie,    started    a    revolution    in    movies; 
cartridge    video   may   be   able    to   do    the   same    thing   for   television. 


oped  a  playback  unit  so  that  the  home 
viewer  could  run  plain  black-and- 
white  Super  8  movie  film,  all  prere- 
corded by  some  movie  company,  on 
his  home  TV  set. 

Obviously,  the  competition  is  going 
to  be  fierce.  Especially  so,  since  there 
is  unlikely  to  be  a  single  winning  sys- 
tem; unlike  in  color  TV,  where  the 
Federal  Communications  Commission 
picked  the  winner.  But  the  FCC  does 
not  have  jurisdiction  over  home  video 
players  because  they  do  not  use  public 
airwaves.  Thus  each  company  is  free 
to  push  its  own  system,  with  only  the 
public  to  decide  who  wins  or  loses. 

At  the  moment,  CBS  has  the  lead.  It 
is  ahead  in  technology,  and  in  that  it 
already  markets  a  system.  But  CBS 
hardly  has  an  overwhelming  lead.  Its 
competitors  are  coming  up  fast. 

CBS  is  ahead  because  of  its  resident 
genius,  president  and  director  of  re- 
search of  CBS  Laboratories  Division, 
Peter  C.  Goldmark.  Dr.  Goldmark's 
great  idea  was  to  take  any  kind  of 
program  material— from  video  tape  to 
movie  film— and  feed  it  into  an  elec- 
tron beam  recorder.  This  creates  an 
Electronic  Video  Becording  master 
used  for  high-speed  printing  of  a  very 
narrow  (8.75  mm.)  piece  of  film.  Ac- 
cording to  CBS,  its  seven-inch-diam- 
eter EVB  cartridge  gets  25%  more 
visual  information  in  less  space  than 
on  conventional  video  tape  now  used 
to  record  most  TV. 

Just  as  important,  an  EVB  cartridge 
costs  about  one-sixth  as  much  as  vid- 
eo-tape. EVB  costs  less  because  video 
tape  must  be  reproduced  at  the  same 
speed  at  which  it  is  to  be  played, 
while  EVB  can  be  reproduced  up  to 
20  times  as  fast.  The  EVB  film  tech- 
nique yields  a  cartridge  with  up  to  50 


minutes  of  black-and-white  program- 
ming, including  a  stereo  sound  track, 
or  25  minutes  of  color  pictures,  on  the 
same  sprocketless  film.  It  also  can  be 
run  forward  or  backward  at  varying 
speeds  by  fingertip  controls  on  the 
EVB  player. 

Sharing  the  Market 

CBS  has  patents  on  all  the  unique 
phases  of  its  EVR  process  and  player 
system.  But  CBS  is  not  taking  a  dog-in- 
the-manger  stance.  It  has  licensed 
others  to  make  and  sell  its  EVB  play- 
er, an  industrial  model  now  priced  at 
$795;  it  builds  none  itself.  In  the  U.S. 
Motorola  (see  p.  39)  has  an  exclusive 
franchise  to  make  the  player  through 
next  year;  CBS  is  paid  an  estimated  5% 
royalty  on  every  player  sold.  Motorola 
President  Elmer  Wavering  says  he  is 
tooling  up  to  turn  out  100,000  sets  the 
first  year,  though  the  trade  says  he 
will  be  lucky  to  get  10,000  to  20,000 
off  the  production  line.  Meantime, 
CBS  has  set  up  similar  licensing  deals 
overseas  with  companies  in  Switzer- 
land, Germany,  Italy,  Austria,  France 
and  the  United  Kingdom. 

Robert  E.  Brockway,  president  of 
CBS'  EVR  division,  also  plans  even- 
tually to  license  more  U.S.  TV  set 
manufacturers;  according  to  trade 
sources  one  of  these  might  be  Syl- 
vania.  Brockway's  first  interest  is  the 
31  million  U.S.  homes  that  already 
have  color  TV.  After  that,  Brockway 
says  the  next  step  will  be  to  install 
the  EVR  player  in  the  next  genera- 
tion of  color  TV  sets  made  by  others. 
"This  would  help  cut  player  costs 
down  even  more,"  says  Brockway. 

Why  is  CBS  not  manufacturing  its 
own  sets?  Partly  because  it  still  bears 
scars   from   the   corporate   disaster   it 


suffered  trying  to  get  into  TV  manu- 
facturing in  the  Fifties.  But  it  also 
seems  that  CBS  is  more  interested 
this  time  in  the  software  than  in  the 
hardware.  CBS  already  has  two  car-  , 
tridge  plants— in  Bockleigh,  N.J.  and- in 
Basildon,  England— scheduled  to  start 
pilot  runs  this  summer.  The  hurry  is 
for  the  enormous  profit  potential  in 
film-making  and  processing,  with  the 
high-speed  EVR  recording  technique 
using  film  made  by  England's  Ilford 
Ltd.  One  Wall  Street  analyst  estimates 
this  could  run  as  much  as  40%  pretax. 
A  minimum  run  of  50  25-minute 
black-and-white  cartridges  cost  $24.30 
each;  2,000  of  the  same  cartridges 
now  cost  $12.30  apiece.  In  color,  50 
25-minute  cartridges  go  for  $36.50; 
2,000  would  cost  $18.50. 

EVR  would  also  fit  right  in  with 
CBS'  new  ventures  in  movie-making, 
book  publishing  and  education,  there- 
by moving  further  out  from  under  the 
control  of  the  Federal  Communica- 
tions Commission.  CBS  President 
Frank  Stanton  said  years  ago  that 
the  company's  ultimate  goal  was  to 
move  with  products  like  EVR  car- 
tridges that  could  be  sold  the  way  LP 
albums  are  marketed  by  the  Colum- 
bia Record  Club,  one  of  CBS'  most 
profitable  operations. 

In  the  past  year  and  a  half  Brock- 
way's  CBS  marketing  team  has  taken 
orders  for  EVR  players  and  cartridges 
from  some  50  different  institutions  in 
government,  education  and  business. 
They  made  their  film  commitment 
with  Darryl  Zanuck  and  even  the  Hal 
Roach  Library.  By  early  fall,  CBS 
and  Motorola  are  to  deliver  1,200 
EVR  players  to  the  Equitable  Life 
Assurance  Society,  and  they  now  have 
New  England  Life  converting  300 
video-tape  programs  to  EVR. 

For  all  of  this,  CBS  executives  are 
looking  nervously  over  their  shoulders. 
With  good  reason.  Twice  before,  in 
color  TV  and  long-playing  records, 
CBS  got  to  market  ahead  of  BCA  only 
to  lose  the  lead.  BCA  Chairman  Bob 
Sarnoff  is  determined  to  make  history 
repeat  in  home  video  systems. 

RCA  has  already  demonstrated  a 
system  it  considers  will  be  far  superior 
to  CBS'.  On  the  TV  screen,  the  two 
systems  eventually  could  produce 
roughly  equivalent  images  and  sound. 
But  they  produce  them  by  radically 
different  means.  The  big  advantage 
of  BCA's  system  is  that  it  uses  much 
cheaper  materials,  ordinary  plastic 
tape  like  that  used  to  wrap  meat  in 
supermarkets;  it  reads  off  holographic 
images  on  the  plastic  by  means  of  a 
laser  beam. 

The  drawback  to  BCA's  system  is 
that  it  is  still  full  of  bugs.  RCA,  how- 
ever, says  it  is  not  afraid  of  CBS  get- 
ting to  market  first.  BCA  is  primarily 
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interested  in  the  mass  home  market, 
and  it  feels  that  its  cheaper  system, 
not  CBS',  is  the  ultimate  answer  for 
home  video  players.  As  against  the 
$795  that  CBS  players  cost  RCA  thinks 
it  can  produce  sets  for  $400  and  car- 
tridges for  about  the  current  cost  of  an 
LP  record.  Target  date:  1972. 

There  is  no  question  that  RCA's 
announcement,  despite  its  production 
troubles,  shook  CBS  up.  Shortly  after 
the  CBS  demonstration,  Brockway, 
too,  announced  that  CBS  was  hard 
at  work  trving  to  make  a  $400  EVR 
player  by'  1972.  CBS'  Peter  Cold- 
mark  followed  this  up  a  few  months 
later  with  the  announcement  that 
CBS  was  even  considering  a  switch 
to  diazo-type  film  that  has  no  silver 
content.  This  could  significantly  cut 
the  production  costs  of  CBS'  present 
EVR  cartridges. 

But  the  big  struggle  for  the  home 
video  player  market  is  not  just  simply 
a  new  round  in  the  long  rivalry  be- 
tween CBS  and  RCA.  In  fact,  neither 
RCA  nor  CBS  may  emerge  a  clear 
winner.  Only  eight  months  ago  Ja- 
pan's formidable  Sony  Corp.  put  itself 
into  the  race  with  its  own  cassette- 
type  video  cartridge  system.  Using 
a  new  type  of  video  tape.  Sony's  sys- 
tem, too,  feeds  signals  through  an- 
tenna terminals  into  any  TV  set.  Shi- 
gemi  Nakano,  vice  president  of  the 
Sony  Corp.  of  America,  says  Sony  has 
plans  that  could  make  such  a  system 
available  in  Japan  next  year,  at  about 
$350  a  player,  to  get  production  roll- 


Televisior 


(13)  •  BOOK  BEAT:  Robert  Cromie  in- 
terviews Samuel  Edwards,  author 
of  "The  Devine  Mistress"  (C) 

(31)  Film 

(41)Mauricio  Garces  (C) 

(47)  Porito  Vega  (C) 
0  (2)  Hogan's  Heroes:  Bob  Crane.  Wer- 
ner Klemperer,  John  Banner  and 
others  (C)   (R) 

(4)  The  Name  of  the  Game:  "Laurie 
Marie,"  Tony  Franciosa.  Susan 
Saint  James,  with  Mark  Richman, 
guest  star  (C)  (R) 

(5)  David  Frost  Show:  Dr.  David  Rubin 
is  host  to  Tiny  Tim,  Dr.  Margaret 
Mead,  Debbie  Shelton,  Claudia 
Jennings  (C) 

(7)  The  Ghost  and  Mrs.  Muir:  "Host  tc 
the  Ghost,"  comedy  and  fantasy 
Hope  Lange.  Edward  Mulhare 
Reta  Shaw,  Charles  Nelson  Reill* 
(C)   (R) 

(11)  •  BASEBALL:  New  York  Yankee 
at  Kansas  City  (C) 

(13)  •  N.  E.  T.  PLAYHOUSE:   "Cert 
mony  of  Innocence,"  Ronald  Rit 
man's  drama  of  11th  century  kin 
whose  efforts   to  avoid  war  wit 
the   Danes   brings   tragedy  to   h 
court.  Richard  Kiley,  James  Broi 
erick.    Larry   Gates,   Jessie   Roye 
Landis,  Elizabeth  Hubbard,  Gilnr 
McCormick  (C)  (to  10) 
Simplemente  Maria 
Movie:    "The    Alphabet    Murder 
(1966).   Tony   Randall,  Anita   E 
berg,    Robert   Morley.    Overpuffe 
overstuffed     side-swipe     at     fi 
Agatha  Christie  whodunit  (R) 
Here     Come    the    Brides:     "La 
Grant,"  comedy,  adventure,  Rob< 
Brown,     Bobby     Sherman,     Jo 
Blondell  (C)  (R) 

(21)  Long  Island  News  Report 

(31)  Sight  and  Sound 

(41)  Agueda 


(47) 
1:00   (2) 


(7) 


9:15(21)  •  DRUGS:  LONG  ISLAND:  He 

ing,    Nassau   County   Drug   Ab 
and  Addiction  Commission 
9:30(31)  News:  Jerry  Miller  (C) 


ing  and  cut  costs.  This  means  that  by 
1971  it  could  also  invade  the  U.S. 
with  a  home  unit  priced  at  about 
$400  with  cartridges  in  the  $10  range. 
Competitors  and  critics  charge  that 
Sony  is  just  making  big  claims  to 
stop  the  CBS  bandwagon. 

Nevertheless,  Sony  has  made  some 
plans  with  Toho,  the  biggest  movie- 
maker in  Japan,  to  turn  out  feature 
films  for  Sony  cassettes  (which  also 
are  designed  to  carry  several  sound 
tracks  in  two  languages).  When 
Sony  hits  the  States  next  year,  it  will 
offer  a  trade-in  plan  where  a  cus- 
tomer can  buy  a  raw  cartridge  from 
a  retail  outlet,  send  it  out  for  record- 
ing, or  swap  it  for  another  recorded 
cartridge  as  part  of  a  Sony  cartridge 
club.  Meantime,  Sony  is  taking  no 
chances.  It  already  has  gotten  seven 
other  firms  in  West  Germany,  Italy, 
Japan  and  the  Netherlands  to  agree 
to  establish  a  standard  cassette  in 
their  home  video  player  systems. 

What  emerges  from  all  this  is  the 
virtual  certainty  that  home  video 
players  are  going  to  be  very  big  busi- 
ness but  that  no  one  company  is  going 
to  be  able  to  dominate  it.  It  may 
well  be  that  the  big  winners  will  be 
no  single  company  or  group  of  com- 
panies but  the  long-suffering  viewer. 
For  the  first  time,  TV,  a  great  tech- 
nological achievement,  may  be  lifted 
above  the  level  of  "The  Beverly  Hill- 
billies." It  may  reach  the  point  where 
—to  borrow  from  McLuhan— the  Mes- 
sage may  be  worthy  of  the  Medium.  ■ 


Choose,  Don'f  Settle.  Conventional 
TV  schedules  certainly  won't  disap- 
pear, but  viewers  will  get  a  whole 
new  range  of  choices.  Lending  li- 
braries, mail-order  clubs,  record  and 
appliance  stores,  even  drug  outlets 
and  supermarkets  are  potential  sales 
outlets  for  cartridge  video.  So 
are    community    antenna    systems. 


Whoever  wins  the  hardware  battle- 
Sony,  RCA  or  CBS— the  big  money 
will  be  in  software,  the  millions  of 
cartridges  or  programming  sold  like 
razor  blades  and  rolls  of  amateur 
film  to  industry,  schools  and  the  home. 
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A 

Low-Risk 

Risk? 


Unable  to  sell  debt  at  decent  in- 
terest rates,  many  corporations 
turned  to  convertibles  during  the 
late  bull  market;  the  speculative  ap- 
peal of  convertibility  persuaded  in- 
vestors to  accept  4.5%  interest  on 
bonds  that  would  have  cost  the  is- 
suer 6%  or  7%  as  straight  debt.  And 
then  came  the  crash.  Today  many 
of  the  common  stocks  have  fallen  so 
far  that  the  conversion  privilege  has 
little  or  no  value;  the  convertible 
bonds  now  sell  as  straight  debt— 
and  at  considerably  lower  prices 
as  well.  For  example,  the  Howmet 
4'As  of  1992  recently  sold  at  58.3% 
of  face  value,  down  from  96%  of 
their  face  value  in  January  1969. 
What  was  supposed  to  have  been  a 
sound  investment  turned  out  to  be 
as  risky  as  any  hot  stock.  And  con- 
vertibles that  were  bought  on  mar- 
gin brought  the  added  pain  of  re- 
verse leverage. 

But  while  the  original  investors 
have  been  clobbered,  new  investors 
may,  in  fact,  have  an  interesting 
opportunity.  Many  of  these  convert- 
ibles now  sell  at  prices  where  they 
yield  10%  or  more.  In  these  cases, 
the  conversion  privilege  doesn't 
seem  to  be  worth  much;  it  may  be 
at  a  price  two,  three  or  even  four 
times  the  going  market  price  of  the 
common.  But  still,  conversion  could 
turn  out  to  have  value  again— and 
at  these  prices  the  investor  has  a 
high  rate  of  return  and  less  risk 
than  with  a  common  stock  invest- 
ment. The  investor  gets  the  con- 
version privilege  almost  for  nothing. 
He  also  stands  to  make  good  money 
if  interest  rates  were  to  go  up. 

An  interesting  prospect,  but  one 
with  a  lot  of  big  "ifs."  Perhaps  the 
economy  will  recover  quickly  and 
interest  rates  will  fall.  But  if  they 
do  not,  there  is  the  growing  risk 
that  some  of  these  companies  might 
be  unable  to  continue  meeting  their 
interest  payments,  especially  in 
view  of  the  senior  debt  many  of 
them  have  outstanding.  All  but  four 
of  the  59  issues  listed  here  have  a 
Standard  &  Poor's  "substandard" 
rating— that  is,  below  BBB.  Several 
of  the  companies— Lockheed,  Levin- 
Townsend,  L-T-V,  for  example— are 
already  in  trouble. 

In  short,  an  opportunity,  but  not 
for  the  faint  of  heart.  ■ 


Bond 


Convertible  Bonds 

Standard  Yield 

&  Recent  Current             To 

Poor's        Bond  Yield  Maturity 

Rating         Price  (appro*)  (approx) 


Recent       Recent 

Common  Conversion 

Price  Price* 


AMK  Corp.  5Vzs  94 

B 

54 

10.2% 

11.0% 

15% 

293/4 

A-T-0  Inc  43/gs  87 

B 

40 

10.9 

14.0 

8% 

23% 

Allied  Supermarket  5%s  87 

BB 

57 

10:1 

11.5 

5% 

11 

Am  Export  Ind  5V4s  73 

BB 

43 

12.2 

13.0 

9% 

24% 

Am  Snacks  6s  89 

B 

38% 

15.6 

17.0 

2% 

10ft 

Arlans  Dept  Stores  6s  94 

BB 

65 

9.2 

9.8 

9% 

17% 

Avco  Corp  5V2s  93 

B 

56% 

9.7 

10.5 

14% 

30% 

Beech  Aircraft  4%s  93 

BBB 

51 

9.3 

10.2 

91/. 

23% 

Belco  Petroleum  4%s  88 

BB 

52 

9.1 

10.8 

13% 

29ft 

Bobbie  Brooks  5V4s  81 

BB 

6ey2 

7.9 

10.5 

93/4 

24>/« 

Brunswick  4V2s  81 

B 

65% 

6.9 

9.5 

13% 

33% 

Chock  Full  o'nuts  4V2s  81 

BB 

62% 

7.2 

10.2 

8 

17ft 

Computer  App  57/8s  88 

CC 

23 

25.5 

26.2 

3% 

7 

Crescent  Corp  5y2s  80 

— 

52% 

10.5 

14.8 

5*/4 

16ft 

Eastern  Air  Lines  5s  92 

B 

49y8 

10.1 

11.2 

13% 

243/4 

Fisher  Foods  6y2s  94 

BB 

68 

9.6 

10.0 

9% 

20% 

General  Instrument  5s  92 

BB 

49i/2 

10.1 

11.2 

15% 

331/4 

Graphic  Controls  4%s  87 

B 

54 

8.8 

10.7 

9% 

14% 

Gulf  &  Western  Ind  5y2s  93 

B 

51 

10.8 

11.7 

14% 

28ft 

Gulf  &  Western  Ind  5y4s  87A 

B 

53y2 

9.8 

11.5 

14% 

231/4 

Howmet  Corp  4V2s  92 

BB 

58y4 

7.7 

8.9 

133/4 

26I/4 

Instrument  Systems  6s  77 

B 

58 

10.3 

16.3 

9V2 

21% 

Internf  1  Min  &  Chem  4s  91 

BB 

46 

8.7 

12.0 

103/4 

241/4 

LTV  Electrosystems  4V2s  92 

B 

36 

12.5 

13.7 

5% 

8% 

Lear  Jet  5y2s  81 

CCC 

48% 

11.3 

15.2 

8 

25% 

Levin-Townsend  7s  83 

CCC 

32y2 

21.5 

24.2 

73/4 

21% 

Lockheed  Aircraft  4%s  92 

BB 

34 

12.5 

14.0 

ioy« 

24% 

McCulloch  Oil  6'/4 s  89 

— 

83y2 

7.5 

7.9 

24 

32% 

Nat'l  Equip  Rental  5>/4s  88 

B 

42 

12.5 

14.2 

10 

24% 

National  Industries  5%s  88 

B 

48 

12.0 

13.5 

5% 

11% 

Northeast  Airlines  6V2s  86 

CCC 

56 

11.6 

13.3 

4% 

13ft 

Nytronics  6y2s  83 

B 

43 

15.1 

18.0 

5% 

10 

Ogden  Corp  5s  93 

BB 

48 

10.4 

11.5 

9 

24 

Okonite  4%s  92 

B 

31 

15.3 

16.5 

15% 

25 

Pan  Am  5y,s  89 

BB 

54 

9.7 

11.0 

9V4 

16% 

Pan  Am  4y2s  86 

BB 

4ey2 

9.7 

12.2 

9% 

17% 

Penn-Dixie  Cement  5s  82 

B 

60 

8.3 

11.0 

HV4 

17% 

Purex  4fts  94 

BBB 

57% 

8.5 

9.4 

11% 

20 

Riegel  Textile  5s  93 

BB 

533/4 

9.3 

10.2 

12 

233/4 

SCM  Corp  5y2s  88 

BB 

62 

8.9 

10.0 

14% 

29 

Sanders  Associates  5s  92 

B 

48 

10.4 

11.5 

H3/4 

32 

Saturn  Airways  4s  87 

CCC 

37 

10.8 

13.6 

33/4 

11% 

Seaboard  World  Air  5s  86 

B 

40 

12.5 

14.8 

6% 

11% 

Standard  Packaging  5'/4s  90 

B 

49 

10.7 

12.0 

53/4 

11% 

Sunstrand  5s  93 

B 

51 '/4 

9.7 

10.8 

14% 

36% 

Trans  Carib  Air  6s  82 

CCC 

55 

10.9 

11.8 

3 

8% 

Trans  World  Airlines  4s  92 

BB 

38V4 

10.3 

11.9 

14% 

35 

Tyco  Laboratories  5fts  88 

B 

50 

11.8 

13.2 

9'/8 

39% 

United  Aircraft  5%s  91 

BB 

62 

8.7 

9.6 

30 

53% 

United  Air  Lines  5s  91 

BB 

57% 

8.8 

9.8 

15% 

46 

United  Air  Lines  4'/«s  92 

BB 

48 

8.9 

10.2 

173/4 

49% 

U.S.  Smelting  &  Ref  5y4s  93 

B 

63% 

9.1 

9.8 

25 

42% 

Western  Airlines  5%s  93 

BB 

49 

10.7 

11.8 

ioy« 

18 

White  Consol  Ind  5%s  92 

B 

63 

8.7 

9.5 

11% 

17ft 

White  Motor  5y4s  93 

BBB 

60 

8.8 

11.3 

13% 

32% 

Whittaker  4y2s  88 

B 

38 

11.8 

14.0 

7% 

173/4 

Witco  Chemical  4%s  73 

BBB 

59% 

7.6 

8.5 

16% 

27ft 

Wyle  Laboratories  5y4s  88 

B 

42 

12.5 

14.2 

43/4 

9% 

Zapata  Norness  4%s  88 

B 

46% 

10.3 

12.2 

14% 

24% 

Source:    RHM  Associates;   Forbes.   'What  the  stock  would  cost  per  share  l(  it  were  purchased  by  buying  a  bond  and 
converting   It. 
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Seward's  Folly  Again? 

The  only  railroad  in  mineral-rich  Alaska  is  up  for  sale— theoret- 
ically. But  a  would-be  buyer  might  face  impossible  conditions. 


Ix  a  good  year  the  Alaska  Railroad 
can  pull  in  S20  million  in  revenues  and 
knock  off  60.000  pounds  of  mou.;e 
meat— the  latter  from  moose  acciden- 
tally hit  or  that  have  to  be  shot  be- 
cause they  love  to  graze  along  its 
right-of-way.  As  things  now  stand, 
the  money  goes  back  to  the  U.S.  Gov- 
ernment, which  owns  the  road.  The 
moose,  according  to  state  law.  must  be 
skinned  on  the  spot— while  passengers 
fume— and  the  meat  is  later  turned 
over  to  local  charities. 

Still,  the  moose  problem  a->ide,  the 
522-mile  line  from  Seward  to  Fair- 
banks is  the  only  one  in  a  state  that  is 
one-fifth  the  size  of  the  entire  U.S.  and 
that  may  soon  outrank  the  other  49 
in  its  incredible  mineral  riches.  Sure- 
ly, then,  the  Nixon  Administration's 
quiet  indication  five  months  ago  that  it 
wanted  to  sell  the  56-year-old  road 
should  have  the  speculators  buzzing 
like  flies  around  a  caribou  hide. 

That  didn't  happen  for  several  rea- 
sons. First,  there  was  the  little  matter 
of  revenues.  Reuinald  N.  Whitman. 
the  Department  of  Transportation's 
federal  railroad  administrator  who 
supervises  the  running  of  the  road, 
guesses  that  revenues  might  have  to 
triple  to  some  $50  million-$60  million 
to  yield  a  profit  to  a  private  operator. 
Then  there's  the  question  of  price: 
the  Budget  Bureau  mentions  a  figure 
like  $100  million,  or  over  300  times 
the  road's  "earnings"  of  $300,000-pIus 
in  its  latest  fiscal  year,  under  the  pres- 


ent setup  where  the  road  pays  no  in- 
come tax  or  interest  on  fixed  invest- 
ment. Now  $100  million  is  more  cash 
than  most  people  have  handy.  But 
getting  favorable  terms  from  the  Gov- 
ernment would  be  a  good  way  to 
guarantee  spending  much  of  one's 
life   before   investigating   committees. 

Trouble  with  the  Pols 

The  heart  of  the  problem  is  the  at- 
titude of  the  state's  leading  politicos, 
who  differ  sharply  on  what  would  con- 
stitute an  acceptable  purchaser.  But 
all  are  very  fussy  about  how  the  rail- 
road should  be  run.  Alaska's  senior 
senator,  liberal  Democrat  Maurice 
Gravel,  opposes  its  sale  to  the  state, 
but  adds:  "If  we  sell  it  to  just  any- 
body, what  do  we  end  up  with— some- 
thing like  the  New  Haven?" 

Hut  Theodore  Stevens,  Alaska's  Re- 
publican senator  (and  Gravel's  politi- 
cal archenemy),  has  another  view: 
"I  don't  care  who  owns  it,  I  just  don't 
want  this  to  become  another  stock 
play.  Actually,  the  state  has  done  a 
good  job  with  our  ferry  system  and 
our  airports.  Maybe  the  Federal  Gov- 
ernment ought  to  turn  the  road  over 
to  tlic  state.  After  all,  the  Government 
recouped  its  investment  many  times 
over  from  the  road's  military  service." 

Then  there  is  Alaska's  best-known 
citizen,  Interior  Secretary  Walter  J. 
Hickel,  who  is  still  probably  the  most 
influential  politician  in  the  state.  "Only 
a   transportation  company  should  be 


allowed  to  own  the  railroad,"  Hickel 
says.  "Remember,  the  Government 
has  an  obligation  of  ownership.  After 
all,  the  land  is  always  going  to  be 
owned  by  some  unit  of  government." 
He  is  also  a  railroad  expansionist: 
"Even  without  all  those  ore  and  oil 
deposits  the  railroad  should  be  ex- 
panded. They  [federal  officials  trying 
to  sell  the  road]  are  looking  at  it  the 
wrong  way.  Why,  we  could  sell  rev- 
enue bonds!" 

Hickel's  big  pitch  has  been  for  a  sin- 
gle corridor  to  the  North  Slope  that 
would  be  shared  by  the  railroad,  a 
pipeline  and  perhaps  a  highway  too. 
The  kind  of  money  involved  can  be 
judged  from  the  estimate  made  two 
years  ago  by  the  Federal  Field  Com- 
mittee for  Development  Planning  in 
Alaska.  It  put  the  cost  of  the  two 
most  urgently  needed  rail  extensions— 
405  miles  to  the  copper  fields  at 
Kobuk  and  250  miles  to  the  northern 
oil  fields-at  $264  million. 

What  these  attitudes  mean  is  that 
any  would-be  purchaser  is  going  to  be 
scrutinized  thoroughly  in  advance  be- 
fore he  can  pay  his  money.  Then,  after 
he  technically  has  control  of  the  road, 
he  might  be  under  all  manner  of  pres- 
sure to  charge  rates  and  carry  out  ex- 
pansions that  had  nothing  to  do  with 
the  economic  operation  of  the  road. 
He  may  still  be  required  to  turn  over 
moose  victims  to  charities.  In  this  set- 
ting, it  wouldn't  be  surprising  if  the 
buyers  stayed  away  in  droves.  ■ 
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Real  Estate:  On  the  Brink? 

The  public  is  moving  into  real  estate 
again.  Can  trouble  be  far  behind? 


A  black  myna  bird  squats  in  a  Vic- 
torian-style cage  in  the  waiting  room 
of  a  Los  Angeles  real  estate  invest- 
ment firm,  A.J.  Groesbeck  Associates.  ■ 
To  every  visitor  he  squawks:  "Tax 
shelter,  tax  shelter."  That's  the  extent 
of  the  old  bird's  vocabulary;  but  to 
those  visitors  who  have  been  suffering 
through  the  stock-market  crash,  who 
are  paying  income  tax  rates  of  50%  or 
more  and  who  are  worried  about  in- 
flation, such  words  must  carry  an  ap- 
pealing ring. 

Art  Groesbeck  and  his  bird  talk  tax 
shelter  to  middle-income  business  and 
professional  people,  people  with  an- 
nual incomes  of  $20,000  to  $100,000. 
Most  of  them  Groesbeck  puts  into  the 
limited  partnerships  of  apartment  syn- 
dications. His  talk  falls  on  willing  ears 
these  days.  Only  recently  on  his  own, 
Art  has  opened  12  offices  in  the  U.S. 
and  expects  his  syndications  to  grow 
fourfold  to  $28  million  in  1970. 

Strange  Land 

The  Los  Angeles  experience  is  not 
isolated.  The  switch  out  of  the  rela- 
tively well-charted  area  of  the  stock 
market  into  the  fragmented,  arcane 
world  of  real  estate  is  under  way  for 
many  people.  Two  months  ago  in  San 
Francisco  a  Pacific  Coast  Real  Estate 
Exchange  was  formed  to  match  buy- 
ers and  sellers  by  computer.  The  ex- 
change's promoters  speak  of  real  es- 
tate holdings  the  way  New  York  stock- 
brokers talk  about  blue-chip  corpora- 
tions. Land  sales  sound  like  clean-cut 
stock  trades. 

Real  estate  syndications,  a  fad  in 
the  late  1950s,  have  regained  much 
of  their  popularity,  especially  in  Cali- 
fornia. And  some  Wall  Street  houses 
are  pushing  these  capital  pools  again. 
In  the  1950s,  they  were  often  a  bo- 
nanza for  sharp  promoters.  Organizers 
would  take  a  one-third  interest  as 
their  fee,  quickly  sell  their  equity  and 
leave  the  remaining  owners  to  worry 
about  management  problems.  When 
the  1962  recession  arrived,  many  small 
investors  were  left  stranded  while 
lone-wolf  entrepreneurs  ran  off  with 
the  pots  of  gold. 

Syndications  sound  good.  Cash  flow, 
while  the  investor  is  building  equity, 
may  well  hit  8%  a  year.  And  there  is 
the  ever-present  tax  shelter  as  the 
property  is  depreciated.  It  is  possible 
for  a  $10,000  investment  to  generate 
a  $12,000-$13,000  tax  loss  in  the  year 
of  investment. 

Another  vehicle  for  public  partici- 
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pation  in  realty  is  the  real  estate  in 
vestment  trust.  With  its  varying  trust 
forms,  equity,  mortgage  or  a  combi- 
nation, the  REITs  offer  great  flexibili- 
ty. The  trust  may  delve  into  prime 
suburban  shopping  centers  or  office 
buildings  that  it  has  sponsored  anc 
will  lease  back  to  blue-chip  corporate 
clients.  Or  it  can  dip  into  construction 
and  development  loans  returning  14%. 
Some  realty  men,  naturally,  are  de- 
lighted with  the  trend.  Others  are  not1 
so  sure.  These  naysayers  believe  the 
real  estate  industry  may  be  headed 
for  its  first  real  shakeout  since  the  de- 
pression days  of  1930.  They  suspect 
that  the  new  public  interest  could  be, 
as  it  so  often  has  been  in  the  past,  the 
final  stage  in  a  virtually  unbroken  35- 
year  bull  market  in  real  estate. 

The  Light  and  the  Dark 

Two  men,  who  have  played  with 
Manhattan  real  estate  as  if  it  were  so 
many  sandbox  toys,  sum  up  today's 
light  and  dark  contradictions  in  real 
estate.  "Real  estate  is  a  sizzling  prod- 
uct," says  James  O.  Boisi,  senior  vice 
president  of  Morgan  Guaranty  Trust  i 
Co.  "It's  an  infectious  thing,  and  once 
you  get  involved,  no  matter  in  how 
small  a  way,  it  becomes  addictive,  iti 
gets  to  you."  Boisi  remade  the  face  of 
New  York's  Park  Avenue  and  the  air 
over  Grand  Central  Station  (by  letting  : 
in  the  Pan  Am  Building)  while  serv- 
ing as  realty  director  for  the  New 
York  Central  Railroad.  The  building 
boom  he  helped  start  in  the  center  of 
Manhattan  has  just  got  to  keep  push- 
ing outward,  Boisi  figures. 

"You  can  easily  get  stung  in  real 
estate,"  says  William  Zeckendorf  Sr., 
now  the  consultant  to  a  development 
firm  run  by  his  son.  "If  you  can't  eval- 
uate properties  properly,  if  you  don't 
have  the  right  managers,  there  can  be 
pitfalls.  If  you're  all  loaned  up,  there 
are  only  limited  returns."  Zeckendorf 
knows  all  about  the  pitfalls.  His  Webb 
&  Knapp  real  estate  empire  was  a 
marvel  of  pyramided  debt  when,  in 
1965,  the  Marine  Midland  Bank  called 
an  $8.5-million  note.  The  empire 
promptly  crashed  into  bankruptcy, 
from  which  it  is  still  being  untangled. 
Zeckendorf  thinks  the  country  is  en- 
tering a  real  recession,  and  he  is  skep- 
tical about  the  sudden  interest  of  so 
many  Wall  Streeters  and  smaller  in- 
vestors in  the  real  estate  market. 

Zeckendorf's  empire  was,  in  retro- 
spect, an  early  victim  of  tight  money; 
it  fell  during  a  prelude  to  the  Money 
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Panic  of  1966.  For  Zeckendorf  worked 
on  a  very  simple  principle,  one  that 
may  no  longer  be  valid.  The  principle 
\vjas  that  borrowed  money  was  cheap 
money,  and  the  more  you  could  bor- 
row the  more  you  would  make.  The 
idea  worked  as  long  as  interest  rates 
were  relatively  low  and  the  big  capi- 
tal-forming institutions  were  too  timid 
to  try  equity  investment  on  their  own. 
The  borrowed  money  was  there  for 
the  asking.  It  was  passive  money,  al- 
most begging  for  aggressive  promot- 
ers like  Zeckendorf  to  put  it  to  work. 
But  interest  rates  began  climbing; 
from  4.5%  to  6%  to  8%  and,  finally,  to 
10%,  12%,  even  14%  on  leveraged  real 
estate  deals.  Even  at  those  high  inter- 
est rates,  money  became  hard  to  get 
and  hard  to  keep.  The  principle  of 
leverage  no  longer  worked  so  well, 
for  borrowed  money  was  no  longer 
cheap  money. 

Yet  real  estate  men  still  sell  the  vir- 
tues of  leverage.  They  argue  that 
borrowed  money  is  still  cheap— looked 
at  from  the  long-range  point  of  view. 
They  point  to  the  many  positive  eco- 
nomic factors  that  give  long-term 
thrust  to  real  estate.  While  there  were 
only  40  million  persons  living  on  the 
nation's  land  a  century  ago,  some  320 
million  mobile,  affluent  citizens  are  ex- 
pected to  share  its  2.3  billion  acres  in 
the  year  2000.  The  demand  for  our 
earth  has  boosted  land  prices  100%  in 
the  past  decade  alone,  says  the  Urban 
Land  Institute.  The  $30-billion-a-year 
increase  in  land  values  is  more  than 
the  earnings  of  the  top  500  U.S.  cor- 
porations. Rents  are  at  record  levels 
along  with  home  prices.  Good  indus- 
trial land  continues  to  go  at  a  pre- 
mium. And  while  a  few  years  ago  in- 
vestors would  shun  building  a  10,000- 
square-foot  structure  on  speculation, 
a  100,000-square-foot  speculative  in- 
dustrial property  is  common  today. 
says  J.D.  Sawyer,  president  of  the  So- 
ciety of  Industrial  Realtors. 

So,  the  developers  say,  why  worry 
about  high  interest  rates— especially 
when  the  borrowed  money  will  be 
paid  back  in  depreciated  dollars? 

Some  reliable  indexes  even  show 
real  estate  out-performing  the  stock 
market.  One  marketing  firm.  Real  Es- 
tate Research  Corp.  of  Chicago,  for 
example,  has  developed  a  broad  real 
estate  price  index  that  has  moved  up 
a  solid  27%  since  1965,  and  with  the 
market  crash  has  now  passed  the  Dow 
Jones  industrial  average. 

But  at  the  time  real  estate  invest- 
ment seems  so  right,  activity  in  the 
form  of  realty  transfers  has  dropped  to 
a  three-year  low,  says  the  Roy  Wenz- 
lick  Research  Corp.  of  St.  Louis.  A 
fantastic  41  million  square  feet  of  new 
office-building  space  is  being  opened 
in    Manhattan    in    1970-71.    But    in 


both  the  Wall  Street  and  midtown 
areas,  rentals  have  recently  dropped 
by  as  much  as  $5  a  square  foot.  "This 
especially  hits  the  builders  who  came 
into  these  boom  areas  late,"  says  New 
York  real  estate  man  Julien  Studley. 
"In  real  estate,  when  you  rush  in  just 
because  everyone  else  is  rushing,  usu- 
ally you're  the  guy  who  gets  caught." 


Meanwhile,  taxes  are  rising,  mainte- 
nance costs  are  soaring.  Even  proper- 
ties with  escalation  clauses  written  in- 
to their  leases  must  face  the  very  real 
threat  of  tenant  resistance,  of  vacant 
space,  of  rentors  getting  by  with 
smaller  quarters. 

Given    such    contradictory    signals, 
the  recent  explosive  growth  of  real  es- 
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endorf 

who  played  a  real-life  game  of  Monopoly 
ifgest;  reatestate  empre  in  history 


Second    Coreer.    William    Zeckendorf   will   fell   about   the    fall   of   his 
realty  empire  and  his  personal  recovery  in  a  book  appearing  Aug.  24. 


rate  investment  seems  almost  abnor- 
mal. The  biggest  boom  of  all  has  been 
among  the  real  estate  investment 
trusts,  which  have  found  a  new  lease 
on  life  after  foundering  in  1962.  They 
are  now  gobbling  up  most  of  the  cap- 
ital funds  going  into  the  real  estate 
area.  The  number  of  REITs  has  bal- 
looned from  61  in  1968  to  129  (at 
last  count)  with  more  than  S3  billion 
to  invest. 

Where  the  Money  Is 

When  Congress  made  the  trusts  le- 
gal again  in  1960,  it  was  thought  they 
would  serve  as  a  vehicle  for  the  small 
investor  to  get  into  real  estate.  But 
they  have  proved  more  popular  with 
institutions  and  well-heeled  investors. 
They  were  also  expected  to  invest  in 
ghetto  and  urban  development  prop- 
erties. The  National  Corporation  for 
Housing  Partnerships,  formed  for  this 
same  reason,  is  having  a  difficult  time 
getting  off  the  ground.  Meanwhile, 
most  REITs  have  put  their  chips  on 
equity  or  mortgage  investments  in  sub- 
urban apartments,  office  buildings  and 
shopping  centers. 

REITs  are  the  closest  thing  the  real 
estate  industry  has  to  mutual  funds. 
But  they  are  much  more  loosely  regu- 
lated than  the  funds,  and  they  are  a 


creation  of  complicated  tax  laws.  If 
more  than  90%  of  their  income  is  dis- 
tributed, the  Treasury  affords  them 
tax-exempt  status.  And  they  have  a 
good  deal  more  leverage  than  the 
funds,  some  building  up  to  a  4-to-l 
debt-to-equity  ratio. 

Although  the  capital  structure  of 
REITs  most  nearly  resembles  that  of 
finance  companies,  they  have  won 
some  well-established  supporters  late- 
ly. Holding  companies  of  big  banks 
such  as  Bank  of  America  and  Chase 
Manhattan  have  launched  trusts.  This 
involves  a  kind  of  double  play  in 
which  the  banks  can  profit  from  advi- 
sory fees  and  channel  their  old  custom- 
ers into  line  for  construction  and  de- 
velopment loans.  Life  insurance  com- 
panies are  coming  in,  too.  Connecticut 
General  and  Mutual  of  New  York 
have  weighed  in  with  trusts  of  $100 
million  each.  Prudential  Life  is  said  to 
be  working  up  a  $400  million  REIT. 

Wall  Street  likes  the  trusts,  too. 
While  beefing  up  or  creating  real  es- 
tate departments  recently,  some  bro- 
kerage houses  also  have  taken  the 
REIT  route.  The  new  real  estate  sub- 
sidiary of  Merrill  Lynch,  Pierce,  Fenner 
&  Smith  has  fully  invested  its  $100- 
million  equity  trust.  Among  its  prop- 
erties are  sale-leasebacks  to  Safeway 


Stores,  Chrysler  and  W.T.  Grant  Co. 
And  the  mutual  funds  are  moving  in. 
Paul  Fenton,  head  of  the  $60-million 
Ivy  Fund,  is  15%  in  real  estate,  and 
most  of  that  is  in  REITs.  Fenton  thinks 
the  pent-up  demand  for  housing  will 
keep  them  in  business.  "No  matter 
what  happens  in  Vietnam  or  Cam- 
bodia," he  says,  "no  matter  if  they  fall, 
we've  got  to  have  new  housing  or 
we're  going  to  fall." 

Fenton  likes  to  pick  up  REITs 
when  market  value  is  near  book  val- 
ue, and  then  watch  their  leverage  go 
to  work.  Continental  Mortgage's  mar- 
ket value,  for  example,  was  recently 
some  seven  times  book.  Kenneth 
Campbell,  who  issues  a  respected 
newsletter  on  real  estate  securities, 
doesn't  believe  REITs  are  really  for 
the  speculator.  "They  just  don't  have 
the  price  moves,"  he  says.  He  pegs 
the  average  REIT  yield  now  at  about 
7.8%  a  year,  and  figures  there  is  lots 
of  potential  for  the  long-term  investor. 

Campbell's  reasoning  is  roughly  as 
follows:  The  nation  must  have  hous- 
ing; the  old  ways  of  financing  housing 
may  have  become  obsolete;  REITs 
may  well  be  the  wave  of  the  future. 
He  guesses  that  they  will  begin  to 
draw  in  some  of  the  money  that  now 
goes  into  savings  banks,  savings  and 
loans,  common  stocks  and  insurance. 
In  other  words,  the  REITs  will  bypass 
some  of  the  old  middlemen  who  for- 
merly channeled  funds  into  real  es- 
tate; this  is  the  process  known  as  dis- 
intermediation.  "The  potential  for  dis- 
intermediation  hasn't  been  scratched 
yet,"  Campbell  says. 

New  Muscle 

Veteran  real  estate  men  seem  a  bit 
bewildered  by  the  activity.  They  have 
their  doubts.  "It's  the  style  to  get  into 
real  estate,"  says  James  C.  Downs  Jr., 
chairman  of  Real  Estate  Research 
Corp.  "Styles  are  not  necessarily  based 
on  fact."  "People  are  buying  paper, 
not  real  estate,"  says  Carl  Madonick, 
former  New  York  City  real  estate  com- 
missioner. "I  would  think  that  a  real 
shakeout  in  REITs  would  have  to 
come."  To  Zeckendorf,  it  appears 
"lenders  have  just  discovered  borrow- 
ers have  been  running  away  with  prof- 
its while  they  were  left  with  the  risk." 

Speaking  from  his  own  hard  experi- 
ence, Zeckendorf  refers  to  the  grow- 
ing tendency  of  big  corporations  and 
of  moneylending  institutions  to  go  into 
real  estate  on  their  own.  Naturally, 
this  makes  realty  investments  by  indi- 
viduals more  risky,  because  the  big 
fellows  with  the  big  capital  can  usu- 
ally grab  the  best  deals. 

More  than  200  of  the  top  500  cor- 
porations are  now  heavily  committed 
to  real  estate  activities.  "They  are  able 
to   apply  management   talent  to   the 
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field.'  Morgan  Guaranty's  Boisi  says. 
"And  they  have  capital,  that  kind  of 
patient  capital  you  need  in  real  es- 
tate." Caught  in  the  credit  crunch,  the 
lenders  have  begun  to  jump  in  also  by 
demanding  a  percentage  of  the  equi- 
tv.  a  piece  of  the  action,  more  often  in 
construction  and  development  loans. 
Tishman  Realty  and  Construction,  for 
instance,  recently  gave  up  a  50% 
equity  in  one  of  two  new  Manhattan 
skyscrapers  to  be  financed  by  an  off- 
shore mutual  fund.  Such  deals  are 
making  the  traditional  mortgage  ob- 
solete, many  observers  feel.  "With 
Eurodollars  going  out  at  as  high  as 
14?  and  things  tight  as  a  drum  here, 
we  just  have  to  have  equity,"  says  the 
mortgage  loan  officer  of  one  major 
bank.  A  natural  result  is  joint  ventures 
like  that  between  Kaiser  Aluminum 
and  Aetna  Life  &  Casualty. 

"This  used  to  be  largely  a  one-man 


business,"  says  Howard  P.  Hoffman,  a 
New  York  real  estate  consultant.  "Now 
I  guess  you  could  say  it's  more  so- 
phisticated." The  new  muscle  in  real 
estate  has  caused  a  raft  of  mergers. 
Some  mortgage  brokers  feel  that  the 
small  guy  is  about  to  be  eaten  alive. 
Real  Estate  Research  Corp.,  for  ex- 
ample, plans  to  merge  into  First  Chi- 
cago Corp.,  a  holding  company  for 
the  First  National  Bank  of  Chicago. 

More  also  is  being  done  with  com- 
puterized research,  packaging  of  real 
estate  and  marketing.  Some  realtors 
see  ahead  the  advent  of  giant  real  es- 
tate corporations  that  can  outdo  a  big 
firm  like  Tishman  in  handling  deals 
all  the  way  from  blueprints  and  financ- 
ing to  parking  cars  and  maintenance. 
Money  would  be  raised  through  regu- 
lar corporate  debt  issues. 

What  worries  some  real  estate  men 
is  a  shortage  of  talented  men  in  the 


field.  "Expertise  is  extremely  limited, 
Studley  says.  "Those  newcomers,  es- 
pecially the  big  corporations,  can  de- 
velop their  real  estate  assets  fairly 
rapidly.  But  it  takes  a  long  time  to 
develop  a  new  breed  of  expert." 

Downs  feels  that  neophytes  have 
already  paid  overly  high  prices  for 
their  acquisitions.  "Everybody  is  hop- 
ping on  the  bandwagon,"  says  Peter 
Marr  of  Coldwell,  Banker,  California's 
largest  real  estate  company.  "Because 
some  guys  can  sell  the  merchandise, 
through  salesmanship  rather  than 
quality,  people  are  getting  marginal 
properties  and  projects.  This  then  in- 
flates the  value  of  other  properties. 
It's  a  very  troubling  thing  in  our 
marketplace  today." 

The  old  labels— tax  shelter,  inflation 
hedge,  leverage— are  bantered  about 
in  the  selling  effort.  Not  all  of  them 
are  valid  today.  Jim  Boisi  believes  the 


C/iff hanger- 


The  old  Astor  was  America's 
grand  hotel,  the  place  where  cou- 
ples from  Kansas  City  stayed  on 
New  York  trips,  where  revelers 
from  Plainfield,  N.J.  watched  the 
New  Year  explode  along  Times 
Square.  With  its  French  Renais- 
sance facade  and  lobby  colonnade 
of  marble  and  gold,  the  Astor  stood 
out  from  its  dowdy  surroundings  in 
lonely  dignity  from  1904  until  the 
wreckers  arrived  in  1967.  One  of 
the  last  owners,  William  Zecken- 
dorf,  dreamed  of  converting  the  site 
into  another  Place  Ville-Marie 
(Montreal),  with  a  giant  office 
tower  and  svelte  shopping  arcades. 
But  Zeckendorf's  firm  went 
broke,  and  now  New  York  builder 
Sam  Minskoff  &  Sons,  together  with 
a  Lehman  Bros,  group,  is  erecting 
a  jazzy  54-story  office  building 
complex  on  the  site  of  the  old  As- 
tor. But  they  have  yet  to  obtain 
permanent  mortgage  financing  for 
the  $75-million  project  scheduled 
to  open  in  1971. 

The  problem  is  a  titanic  money 
battle  going  on  all  over  Manhattan, 
where  22  major  office  buildings  are 
to  open  this  year  and  25  next.  Each 
extra  interest  point  cuts  the  build- 
er's cash  flow  by  about  70  cents  a 
square  foot-and  One  Astor  Plaza 
has  1.2  million  square  feet.  The 
Minskoffs  say  they  are  waiting  to 
get  a  mortgage  loan  until  the  build- 
ing, about  half  rented  now,  is  three- 
fourths  full.  Meanwhile,  tempo- 
rary financing  costs  plenty.  Who 
says  real  estate  is  safer  than  the 
stock  market?  "It's  like  Russian  rou- 
lette," says  one  observer. 
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Developer.  This  farm  worker 
may  not  realize  it,  but  the 
California  lemon  trees  he's 
pruning  are  part  and  par- 
cel of  a  Kaiser  Aetna  plan 
for     developing     raw     land. 


new  tax  reform  law  has  had  a  "di- 
sastrous effect"  on  tax  shelter.  The 
time  may  come,  he  feels,  when  many 
tax  shelters  will  become  tax  burdens 
and  investors  will  be  forced  to  sell  at 


a  discount.  With  its  new  limits  on 
fast  writeoffs,  the  tax  law  will  es- 
pecially hit  the  re-sale  market  for 
commercial  real  estate,  and  add  $1 
billion  a  year  in  federal  taxes  to  the 
industry. 

Even  land,  it  may  turn  out,  is  not 
quite  so  scarce  as  some  people  think. 
As  Campbell  notes,  only  2%  of  U.S. 
land  is  now  devoted  to  urban  uses. 
It  is  expected  to  be  several  decades 
before  that  percentage  doubles,  which 
leaves  a  lot  of  land  that  won't  boom 
overnight.  Today,  with  the  cost  of 
money  at  10%  to  12%  and  taxes  at 
2%,  raw  land  has  to  appreciate  at  12% 
to  14%  a  year  for  the  average  investor 
to  break  even. 

What  could  really  throw  off  opti- 
mistic sales  predictions  would  be  for 
real  estate  to  get  caught  in  an  income 
squeeze.  Many  mortgages  and  leases 
are  made  with  the  assumption  that 
rents  and  realty  prices  will  continue  to 
climb.  But  in  some  urban  areas,  hard- 
pressed  tenants  are  beginning  to  or- 
ganize like  labor  unions  to  force  rents 
down.  Office  space  leases  are  becoming 
harder  to  market.  And  home  sellers  in 
some  areas  are  just  beginning  to  ac- 
cept lower   prices.   Pressing   in   from 


the  other  side  is  tight  money.  "I  think 
we  are  at  a  stalemate,"  Coldwell,  Bank- 
er's Marr  says.  "You  can't  borrow 
money,  and  if  you  do  borrow  money, 
if  costs  you  more  to  borrow  than  you 
can  make." 

Time  of  Trouble? 

Surely,  a  good  many  people  are  go- 
ing to  be  burned  following  the  real 
estate  road.  For  there  is  no  Securities 
&'  Exchange  Commission  to  protect 
realty  investors,  and  no  full-disclosure 
laws  as  such. 

"You  can't  take  real  estate  apart  the 
way  you  do  stocks  and  bonds,"  agrees 
Selig  Brooks,  director  of  institutional 
research  for  the  New  York  Hanseatic 
Corp.,  a  large  over-the-counter  house. 
Like  many  Wall  Street  firms,  Hanse- 
atic is  looking  closer  at  real  estate-re- 
lated issues.  "It's  fascinating,"  Brooks 
says,  "but  it's  also  complicated." 

For  the  individual  investor,  the  haz- 
ards of  handling  a  real  estate  project 
on  his  own  are  legion.  Expenses  can 
easily  run  40%  or  more  of  gross  in- 
come, not  to  mention  mortgage  costs 
and  possible  liability  suits  by  disgrun- 
tled tenants.  Rents  have  risen  naturally 
with  construction  costs  and  the  gen- 


■Convert- 


Peter  A.  Cook,  ex-brokerage  house 
registered  representative,  has  gone 
over  to  real  estate.  He  speaks  of  his 
shift  from  Dean  Witter  &  Co.'s  Los 
Angeles  office  to  Pre-Builder  Land 
Corp.  in  the  tones  of  a  religious  con- 
vert, and  now  handles  land  deals 
with  the  same  fervor  he  brought  to 
selling  stock.  Good  salesman  that  he 
is,  he  rationalizes  his  switch  in  en- 
thusiastic terms. 

"Brokers  work  at  a  tremendous 
disadvantage,"  Cook  told  Forbes' 
Los  Angeles  bureau  chief  Art  Det- 
man  Jr.  "The  main  one  is  a  lack  of 
information."  Cook  feels  that  "too 
often  people  buy  at  a  spiked  price, 
one  that  has  already  discounted  the 
new  developments  in  a  company. 
They're  down  8%  to  10%  at  the  start- 
ing line." 

Cook  did  have  his  moments  of 
fulfillment  as  a  stock  broker.  In  the 
bull  market  of  1968,  he  says,  he 
helped  one  lady  customer  make 
$58,000  on  her  capital  of  $100,000. 
But  handling  volatile  stocks  was 
none  too  easy,  even  in  bull-market 
days.  Faced  with  thin  research,  and 
with  paperwork  piling  up  in  the 
back  office,  Cook  says  he  became 
his  own  research  man  and  clerk  as 
well  as  salesman.  "So  then  you  are 
handling  about  200  accounts,  which 
a  successful  broker  has,"  he  recalls, 
"and  you've  got  ten  positions,  which 


is  all  you  can  possibly  manage." 
When  the  market  breaks,  a  good 
broker  looks  after  his  customers. 
"But  you  may  have  two  or  three 
minutes  to  call  200  people.  That's 
a  physical  impossibility." 

Brokers  also  are  hedged  in  by 
powerful  outside  forces,  Cook  be- 
lieves. On  one  side  are  corporate 
customers  for  which  the  brokerage 
house  handles  underwritings:  "Un- 
derwriting is  a  large  part  of  broker- 
age house  profits.  This  is  unfortu- 

Coofc  of  Pre-Builder  Land 
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nate  because  they  find  themselves 
sandwiched  between  underwriting 
clients  and  selling  mutual  funds  that 
put  their  own  business  through  the 
brokerage  firm."  So  the  broker  has 
the  triangular  task  of  keeping  both 
sides  happy  while  trying  to  make 
his  customers  wealthy. 

Cook  doesn't  find  the  same  prob- 
lems in  a  real  estate  investment 
firm.  And  sweetening  the  difference 
is  a  contrast  in  commission  rates. 
When  Pete  Cook  sold  stocks,  he 
generally  received  about  30%  of  the 
commission  charged  by  Dean  Wit- 
ter, which  averages  1%  of  the  dollar 
amount.  On  a  $5,000  transaction, 
Dean  Witter  got  about  $50  and 
Cook  got  around  $15  of  that.  But 
in  real  estate,  that  same  $5,000  can 
buy  land  valued  at  $20,000;  Pre- 
Builder  Land's  commission  (paid 
by  the  seller)  is  10%,  or  $2,000.  Of 
this,  Pete  gets  40%,  some  $800.  (The 
brokerage  commission  on  improved 
property  is  less,  usually  6%. ) 

But  are  most  investors  likely  to 
fare  better  in  real  estate?  At  least— 
in  the  absence  of  daily  quotations— 
they  probably  will  have  less  of  a 
strain  on  their  digestions.  "Some 
people  worry  an  awful  lot  about 
stock  decisions.  Land  may  be  more 
suitable  for  them,"  Cook  says.  Per- 
haps. Certainly  it  seems  much  more 
suitable  for  Cook. 
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Finisher.  Developer  Jerry 
Wolman  had  to  sell  his  inter- 
est in  a  1 00-story  Chicago 
skyscraper  to  the  prime 
lender,  John  Hancock,  at  a 
$5.5-million  loss.  Now  the  in- 
surance firm  has  finished  the 
$100-million  project  and 
moved  in  regional  offices. 
Employees,  who  also  can  live, 
eat  and  park  at  the  John 
Hancock  Center,  look  out  on 
Lake  Michigan  and  the  old 
stone  water  tower  that  sur- 
vived the  great  Chicago  fire 
of  7  877.  With  side  braces 
and  a  raft  of  supporting  ten- 
ants, Hancock  figures  the 
center  will  survive  both  high 
winds    and    tight    money. 


eral  inflation.  But  living  patterns  are 
changing  fast.  A  profitable  apartment 
house  for  affluent  bachelors  can  in  a 
year  become  a  nesting  place  for  wel- 
fare recipients  who  can  push  down 
rents.  Many  a  once  valuable  piece  of 
urban  real  estate  has  been  let  go  for 
taxes  in  recent  years.  Some  have  been 
simply  abandoned. 

Raw  land  slated  for  development 
may  well  appreciate  5%  to  20%  a  year, 
but  sometimes  it  may  not  appreciate 
at  all  in  today's  tight  money  market. 
Much  of  it  has  actually  fallen  in  price. 
Some  reportedly  high  prices  are  ac- 
tually misleading.  They  may  involve 
exchanges  made  at  inflated  levels  just 
for  tax-shelter  purposes. 

Many  individuals  have  been  at- 
tracted to  land  development  by 
knowledge  of  the  fact  that  many  big, 
smart  corporations  are  going  heavily 
into  land  development.  Companies 
like  Kaiser  Aetna,  Chrysler  Corp., 
Penn  Central,  Alcoa  and  Boise  Cas- 
cade. If  it's  good  for  these  big  fellows, 
isn't  it  good  for  the  smaller  private 
investor  as  well? 

No  Magic  in  Land 

Not  necessarily.  The  big  companies 
are  actually  buying  wholesale  and  sell- 
ing retail.  They  acquire  huge  tracts, 
develop  them  in  whole  or  in  part, 
then  sell  them  off  in  smaller  tracts 
for  plant  sites,  for  recreation  or  for 
housing.  The  big  corporations  have 
the  assets  to  do  this  developing;  few 
individuals  do.  There  is  a  world  of 
difference  between  land  development 
and  land  speculation. 

Naturally,  this  point  is  not  empha- 
sized by  the  land  development  com- 
panies in  California,  Arizona,  Florida 
and  elsewhere  with  their  staffs  of 
high-pressure  salesmen.  Sales  of  tiny 
homesites  and  retirement  havens,  pro- 
moted by  free  steak  dinners  and  jet- 
plane  trips,  have  risen  by  25%  or 
more  in  recent  years.  A  strong  selling 
point:  "These  homesites  are  good 
speculation."  But  are  they?  When  the 
land  developer  has  already  marked 
them  up  as  much  as  1000%? 

The  land  investor  can,  of  course, 
turn  to  other  vehicles.  There  are  land 
investment  firms,  land  mutual  funds 
and  land  brokers  who  analyze  proper- 
ties and  then,  like  stockbrokers,  lend 
most  of  the  purchase  price  on  margin. 
But  money  to  finance  this  kind  of  pur- 
chase is  drying  up  today— except 
among  the  very  rich.  And  where  avail- 
able it  is  horrendously  expensive.  So 
expensive  that  the  buyer's  chance  of 
coming  out  ahead  are  very  slim  after 
he  pays  sky-high  interest  and  extreme- 
ly fat  commissions. 

Morgan  Guaranty's  Boisi  points  out 
further  that  the  real  estate  market  to- 
day is  extremely  thin  and  selective: 


Remember  Oklahoma?  That 
was  the  big  land  rush  at  the 
turn  of  the  century.  Develop- 
ers still  try  to  bring  out  a  sim- 
ilar spirit  in  homesite  buyers 
by  lowering  their  defenses 
with  free  dinners  and  plane 
trips  to  land  promotions  far 
from  home.  Sometimes  buy- 
ers get  in  early  on  a  boom 
and  friends  call  them  smart. 
But  more  often  the  devel- 
oper has  hiked  the  price  of 
the  property  more  than  it 
can  appreciate  in  a  decade. 
Land  development  and  land 
speculation  need  not  be 
cut     from     the     same     cloth. 


lou  can  t  just  tnrow 


a  dart  and  ex- 


pect to  hit  a  winner."  Put  another 
way:  A  real  estate  investment,  no  mat- 
ter how  conveniently  packaged,  is  no 
better  than  the  property  underlying  it 
at  the  price  paid  for  it.  Some  of  to- 
day's packaging  may  turn  out  to  be 
just  a  new  way  of  selling  second-class 
properties  at  first-class  prices.  When 
good  property  is  available  at  a  fair 
price,  the  chances  are  not  very  good 
that  the  ordinary  investor  will  get  a 
crack  at  it. 

It  may  be  that  real  estate  can  avoid 
a  major  crash.  All  the  same,  there 
could  be  a  painful  shakeout  when  in- 
vestors come  to  realize  that  real  es- 
tate, like  stocks,  is  neither  a  guaran- 
teed inflation  hedge  nor  anything  like 
risk-free.  ■ 
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The  Money  Men 


John  Lobb's  Orphan  Asylum 


Maybe  it's  the  times.  The  young 
fellows,  the  go-go  types,  the  instant 
conglomerate™  had  things  pretty 
much  their  way  on  Wall  Street  for 
a  few  years  and  they  made  a  mess 
of  things.  Now  here's  a  man,  he's 
56,  which  isn't  young  by  any  stan- 
dard, who  thinks  he  can  pick  up 
some  of  the  pieces  and  lead  a  whole 
new  trend  in  industry. 

His  name  is  John  Lobb.  He  has 
been  around  a  long  time,  both  in 
industry  and  in  finance,  successful 
but  not  brilliantly  so.  Now  he  thinks 
his  time  has  come  to  do  some  really 
big  things.  The  kind  of  thing  he 
has  in  mind  he  doesn't  think  can  be 
done  by  kids.  It  has  to  be  done  by 
somebody  who  knows  both  finance 
and  industry  and  who  understands 
that  progress  doesn't  move  in  a 
straight  line. 

John  Lobb  wants  to  start  a  kind 
of  shelter  for  corporate  orphans.  He 
thinks  the  emphasis  is  going  to 
change  from  merger  to  de-merger, 
from  conglomeration  to  de-conglom- 
eration, from  acquisition  to  spin-off. 
He  sees  a  golden  chance  for  some- 
body who  can  pick  up  the  discards, 
make  them  whole  again,  put  them 
together  in  new  and  more  sensible 
combinations.  Since  Forbes  has  al- 
ready predicted  a  similar  trend 
("Watch  That  Waistline"  May  15), 
we  were  glad  to  lend  Lobb  a  sym- 
pathetic ear. 

"I  don't  see  a  major  depression 
ahead,"  Lobb  says.  "I  do  see  a  ma- 
jor restructuring  of  corporations." 
A  big  straw  in  the  wind,  he  thinks, 
is  General  Electrics  recent  spin-off 
of  its  computer  division  to  a  new 
corporation  run  by  Honeywell. 
"There  will  be  others  like  this  com- 
ing up,"  he  says.  "Especially  where 
conglomerate  mergers  were  made 
in  haste,  where  companies  acquired 
unwanted  operations  or  where  their 
goals  and  objectives  have  changed." 
Lobb  certainly  has  a  point.  Only 
recently,  Celanese  sold  its  big  and 
profitable  Champlain  oil  operation 
(to  Union  Pacific  Corp.);  not  be- 
cause it  was  no  good,  but  because 
Celanese  needed  the  money  else- 
where. L-T-V  has  already  sold  Wil- 
son Sporting  Goods  to  PepsiCo  and 
has  Braniff  Airways  for  sale.  North- 
west Industries  would  like  to  sell  its 
railroad.  It  is  no  secret  that  other 
companies,  conglomerates  and  oth- 
erwise, have  divisions  for  sale.  The 


GE  case  was  almost  a  classic:  GE 
still  believes  in  computers,  but  it 
apparently  decided  that  its  money 
and  efforts  could  be  put  to  better 
use  elsewhere  in  the  business. 

Some  of  this,  of  course,  will  be 
distress  merchandise,  good  for  noth- 
ing but  liquidation.  Other  spin-offs, 
however,  will  involve  perfectly  good 
businesses,  like  GE's  computer  op- 
eration or  Champlain— healthy  or- 
phans looking  for  a  home. 

Good  Teachers 

John  Lobb,  a  liberal  arts  gradu- 
ate of  the  University  of  Minnesota 
(Class  of  1934),  who  also  holds  a 
law  degree  from  the  University  of 
Wisconsin,  spent  a  couple  of  years 
working  around  Chicago  for  mon- 
ey man  Patrick  Lannan.  Lannan 
was  one  of  the  moving  spirits  be- 
hind International  Telephone  & 
Telegraph's  revival  under  Harold 
Geneen.  Lobb  ended  up  working 
for  Geneen  as  an  executive  vice 
president,  responsible  for  22  of 
ITT's  domestic  operations.  Getting 
the  bug  to  run  his  own  company, 
Lobb  landed  the  job  as  boss  of  Pitts- 
burgh's Crucible  Steel  after  West 
Coast  money  man  Norton  Simon 
bought  a  controlling  interest. 

Lobb  wanted  to  do  a  Geneen, 
turning  Crucible  into  a  conglom- 
erate. It  was  sold  out  from  under 
Lobb  before  he  could  go  very  far, 
but  by  now  Lobb  had  worked  with 
and  learned  from  three  of  the  smart- 
est, toughest  operators  around: 
Lannan,  Geneen  and  Simon.  Last 
July  he  took  his  experience  to  Wall 
Street  and  became  the  oldest  vice 
president  of  the  young  (ten-year- 
old)  house  of  Donaldson,  Lufkin  & 
Jenrette.  Lobb  was  not  especially 
interested  in  the  brokerage  business. 
He  says  frankly  that  he  hopes  to 
use  DLJ  as  a  base  for  his  activities 
in  the  forthcoming  corporate  un- 
scrambling process. 

"Over  the  past  year  or  two,"  he 
says,  "I've  talked  to  40  or  50  big 
corporations  about  relieving  them 
of  divisions  that  didn't  fit  or  didn't 
have  promise  for  them.  Most  of 
them  laughed.  But  now,  with  mon- 
ey at  10%,  some  of  them  have  start- 
ed calling  back. 

"The  whole  atmosphere  of  un- 
certainty in  the  country  is  forcing 
presidents  to  take  harder  looks  at 
their  companies.  Banks  and  direc- 
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/tors  are  getting  nervous.  They  want 
to  reduce  commitments." 

When  he  worked  for  Harold 
Geneen,  Lobb  spent  a  lot  of  time 
in  Japan  and  working  with  Japanese 
businessmen.  He  thinks  the  Japa- 
nese zaibatsu  pattern  may  be  the 
answer  for  some  of  the  forthcoming 
orphans.  Zaibatsu  are  not  the  same 
as  American  conglomerates.  They 
are  pools  of  management  and  of 
capital  that  take  positions  in  com- 
panies of  all  kinds  and  help  them 
grow  and  prosper;  a  zaibatsu 
doesn't  necessarily  own  the  affiliates 
entirely;  it  normally  owns  just 
enough  of  an  affiliate  for  working 
control.  This  is  not  very  different, 
in  fact,  from  the  kind  of  operation 
that  French  money  man  Jacques 
Georges-Picot  runs  at  Compazine 
Financiere  de  Suez  et  de  l'Union 
Parisienne  (Forbes,  May  I 

We  pointed  out  that  call  it  zai- 
batsu, call  it  multicompany,  call  it 
what  you  will,  the  conglomerate 
idea  seemed  discredited.  \\  hj 
should  he  want  to  start  a  fresh  one? 
"Don't  judge  all  conglomerates 
1>>  Ling-Temco-Vought  and  Gulf  & 
Western,"  Lobb  replied.  "The  first 
ip  of  conglomerators  had  a 
clear  vision  of  what  they  were 
doing.  They  were  run  by  operating 
men.  They  were  building.  They 
weren't  just  shuffling  paper. 

"The  second  group  were  imita- 
tors, who  tried  to  copy  Geneen  or 
Tex  Thornton. 

"The  third  group  were  largely  fi- 
nancial manipulators,  and  they  gave 
the  whole  idea  a  black  eye. 

"There's  nothing  wrong  with  the 
basic  idea  of  putting  different  kinds 
of  businesses  under  a  common  man- 
agement. Look  at  what  Geneen  has 
done  at  Avis.  Profits  have  tripled. 
Look  at  the  after-market  auto  parts 
business  he  has  built  up  in  Europe." 
Still,  Lobb  doesn't  expect  simply 
to  copy  Geneen.  "What  I  have  in 
mind  is  a  kind  of  private  Recon- 
struction Finance  Corporation.*  It 
would  be  a  private  company;  pub- 
lic participation  wouldn't  work 
with  people  so  disillusioned  with 
conglomerates.  I'd  like  a  combined 
management  capital  company  with 
a  big  pool  of  capital.  Maybe  insur- 
ance companies  would  participate. 
Maybe  big  companies  with  capital 
to  spare.  My  zaibatsu  could  shelter 
all  kinds  of  companies  and  try  to 
turn  them  around.  As  the  profit  pic- 

•»n   agency  set  up   by  the  Government   during 
the   Depression  to  lend  to  major  U.S.   companies. 


hire  turns,  units  would  be  sold  off 
and  others  added." 

Lobb  admits  he's  talking  about 
large  sums  of  money  and  agrees 
it  won't  be  easy  to  raise  in  today's 
market.  Nor  has  he  had  much  luck 
persuading  big  companies  to  put 
surplus  capital  to  work. 

"At  DLJ  we  talked  to  one  multi- 
billion  dollar  oil  company  about  set- 
ting up  a  venture  capital  firm.  They 
put  a  lot  of  their  time  into  it  and 
we  felt  it  was  a  daring  and  exciting 
move.  Hut  when  we  asked  about 
figures  they  said  they  would  invest 
$5  million  in  total  in  amounts  no 
larger  than  $100,000.  We  told  them 
their  grandchildren  wouldn't  live 
long  enough  to  see  the  effects  of 
such  a  small  investment  in  relation 
to  the  company's  size.  Invest  §1 
billion,  we  said.  We  still  haven't 
heard  from  them.  I  guess  they 
couldn't  think  of  investing  that 
much  outside  the  oil  business." 

Under  these  conditions,  Lobb  is 
scaling  his  expectations  fairly  mod- 
estly. "I  think  I'll  try  to  get  $50  mil- 
lion and  go  from  there."  Once  start- 
ed, he  thinks  the  idea  will  attract 
bigger  sums.  "There  will  be  a  lot  of 
money  made  restructuring  Ameri- 
can business.  You  have  to  make 
the  hard  decisions,  but  the  job  per- 
forms a  needed  social  1  unction. 

"I  am  convinced  that  something 
like  this  would  be  a  true  vehicle  for 
the  times." 

Does  Lobb's  idea  sound  like  a 
conglomerate  in  a  kimono?  In  a 
way,  yes.  And  wouldn't  his  corpo- 
rate orphanage  have  the  same  prob- 
lem that  the  original  parent  com- 
panies had:  how  to  raise  money  in 
a  cash-short  economy? 

We  suspect  that  there  are  draw- 
backs aplenty  to  Lobb's  plan.  Still, 
troubled  times  call  for  imaginative 
solutions,  and  certainly  Lobb  has 
plenty  of  guts  to  try  organizing 
something  like  this  under  present 
conditions  in  the  money  and  stock 
markets.  We  said  so,  and  his  reply 
told  us  a  good  deal  about  why  he 
doesn't  think  that  he's  too  old,  even 
at  age  56,  to  start  something  this 
big  and  this  new. 

"You  know,  I  grew  up  in  the  De- 
pression of  the  Thirties,  and  when 
you  live  through  something  like 
that  you  don't  panic  so  easily.  You 
have  a  lot  less  worry  than  these 
young  people  who,  just  because 
things  are  messed  up,  think  the 
world  is  coming  to  an  end. 

"Life  does  go  on,  you  know."  ■ 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
Chattanooga,  Tennessee  37402 

OIL  AND   GAS  DIVISION 

Minerals  ownership, 
exploration  and  development. 

WHELAND  FOUNDRY  DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 


You  Are  Invited  to  Sample 

FORBES  GUIDE 
TO  DINING  OUT 
IN  NEW  YORK 

Lunch   time     An    important  prospect.    Where   to 
take  him? 

You  can  always  fall  back  on  the  plain-Jane  old 
reliable.  Or  you  could  risk  an  expensive  disaster 
at  that  new  place  down  the  street. 

Or  you  could  treat  your  client  to  a  great  meal 
in  a  fine  restaurant  you  know  he'll  enjoy,  because 
you've  researched  it  beforehand  in  rOKbca 
MAGAZINE'S  RESTAURANT  GUIDE. 

This  weekly  newsletter  takes  the  guesswork  out 
of  dining  out  in  Manhattan,  by  offering  you  what 
are  probably  the  most  candid  reviews  ever  writ- 
ten about  the  New  York  restaurant  scene.  Our 
gourmet  reporters  brief  you  first  on  quality  or 
food  and  service  at  each  restaurant  they  visit. 
They'll  tell  you  what  you  can  expect  to  pay, 
whether  you'll  get  your  money's  worth. 

You'll  learn  where  to  satisfy  the  most  demand- 
ing taste:  where  to  get  everything  from  lobster  a 
la  Bordelaise  to  Dover  sole,  from  Peking  duck  to 
terrapin  Maryland.  Where  to  find  the  best  steak 
in  town.  The  most  sumptuous  seafood.  I  he  per- 
fect Martini. 

You'll  also  get  important  facts  about  each 
restaurant  including  reservations,  credit  cards, 
crowding,  hours  open,  decor,  type  of  clientele, 
specialties,  wine  list,  much  more. 

And  now  you  can  sample  11  weeks  of  Forbes 
Magazine's  Restaurant  Guide  for  only  $5  -  save 
33%%.  Money  back,  of  course,  if  not  satisfied. 
Later,  if  you  choose,  you  may  enroll  at  our  low 
Charter  Subscriber's  rate  (you  save  %  on  tne 
regular  rate ) . 

To  start  11  weeks  of  the  Guide  coming  to  you, 
simply  attach  your  check  for  $5  to  this  ad  and 
mail  with  your  name  and  address  to  Dept.  K-U  1  J5 : 

Forbes  Magazine's 


60  Fifth  Avenue,  New  York,  N.Y.  10011 
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"My  Time  Is  Running  Out" 

Bill  Keeler  promised  he  would  lift  Phillips  Petroleum's  low 
profitability.  He  has  three  years  left  to  keep  that  promise. 


When  William  W.  Keeler  became 
chief  executive  of  Phillips  Petroleum 
Co.  in  1967  he  took  over  a  laggard 
$2-billion-sales  giant.  Heavily  diversi- 
fied into  markets— fibers,  plastics, 
chemicals— where  prices  had  turned 
weak,  Phillips  showed  an  average  re- 
turn on  equity  over  the  previous  five 
years  of  only  10%,  compared  with  the 
industry  average  of  11.5%.  Its  five-year 
earnings  growth  of  7.5%  was  one  of 
the  lowest  in  the  industry.  While  many 
oil  company  stocks  were  marching  to 
new  highs  each  year,  Phillips'  stock 
had  wavered  in  the  20s  for  the  major 
part  of  the  decade,  touching  the  30s 
only  occasionally. 

Keeler,  a  43-year  company  veteran, 
was  well  aware  that  Phillips'  deepest 
problem  was  its  shortage  of  crude. 
Until  1927  primarily  a  producer  of 
crude,  Phillips  had  launched  a  suc- 
cessful marketing  program  that  lifted 
petroleum  products  sales  to  $1  billion 
in  1967.  But  crude  supplies  failed  to 
keep  pace.  By  1967  Phillips  was  sup- 
plying only  60.5%  of  its  own  crude, 
which  was  one  of  the  lowest  ratios 
among  the  oil  majors. 

Most  oilmen  believe  that  the  key  to 
profitable  operation  on  a  large  scale 
is  crude  production.  Without  crude,  a 
refiner-marketer  must  depend  on  other 


producers  for  enough  oil  to  keep  his 
refineries  running  efficiently  and  his 
outlets  supplied.  Keeler's  goal  has  been 
to  find  and  produce  enough  crude  to 
make  Phillips  self-sufficient,  and  there- 
by solve  Phillips'  profit  problem. 

With  three  years  left  until  he 
reaches  Phillips'  mandatory  retirement 
age  of  65,  Keeler  does  not  seem  to 
have  made  much  headway.  Phillips' 
self-sufficiency  in  crude  declined  from 
60.5%  in  1967  to  56.5%  in  1969.  So  did 
earnings,  from  $164  million  in  1967 
to  $128  million  in  1969.  And  Phillips 
continues  to  have  close  to  the  lowest 
return  on  equity  in  the  industrv— just 
7.7%  in  1969. 

But  it  takes  time  to  find  and  develop 
crude  reserves.  "I'd  like  to  be  self-suf- 
ficient in  crude  tomorrow  at  seven 
o'clock,"  says  Keeler  with  a  smile.  "I 
don't  think  it's  going  to  happen  then, 
but  I  think  I'm  going  to  be  able  to 
do  it  in  three  years." 

The  first  thing  Keeler  did  was  slash 
onshore  exploration  in  the  continental 
U.S.,  the  most  thoroughly  combed 
area  in  the  world.  "At  one  time  we 
had  16  or  17  seismic  crews  in  this 
area,"  says  Keeler.  "I  don't  think  we 
have  one  now."  Instead,  spending  was 
concentrated  in  areas  like  the  North 
Sea,  Africa,  the  Mideast  and  Alaska's 
North  Slope. 

The  results  have  been  more  than 
promising.  For  example;  there  is  the 
now-famous  North  Sea  discovery,  the 
Ekofisk  field,  where  Phillips  has  a  37% 
interest,  larger  than  any  of  its  three 
European  partners.  The  oil  is  sweet 
(low  in  sulphur,  hence  low  pollution), 
light  (both  higher  in  price  and  con- 
taining more  of  the  so-called  "naphtha 
fractions"  that  Phillips  and  its  partners 
need  in  their  Belgian  petrochemical 
complex)  and  right  on  the  doorstep  of 
the  fast-growing  European  market. 
Phillips  also  has  its  own  built-in  mar- 
ket in  the  100,000-barrel-a-day  British 
refinery  it  operates  jointly  with  Im- 
perial Petroleum,  Ltd.  All  this,  and  po- 
litical stability,  too. 

The  evidence  to  date  indicates  that 


Then  And  Now.  All-American  basket- 
bailer  Bob  Kurland  led  the  Phillips 
66ers  to  national  sports  fame  in  the 
Fifties  just  before  Phillips  expanded 
its  marketing  into  every  state.  Now 
Phillips  is  emphasizing  its  search 
for  crude  (left).  The  66ers  were  dis- 
banded in  1968.  And  Kurland  now 
runs    Phillips'   plastic   film   subsidiary. 
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it  is  a  major  field.  "We  know  the  struc- 
ture's there,"  says  Keeler,  and  the  first 
well  has  tested  at  10,000  barrels  a  day. 
That  promises  a  large  field,  but  no  one 
yet  knows  how  large.  "Our  partners' 
estimates  are  600,000  to  1  million  bar- 
rels a  day.  That  sounds  like  a  hell  of  a 
lot,  but  not  too  far-fetched  on  the  ba- 
sis of'  finding  this  much  crude  in  one 
well,"  Keeler  continues.  He  anticipates 
production  by  1972  and  will  be  "dis- 
appointed if  it  doesn't  make  a  differ- 
ence in  earnings  in  1973." 

Not  Just  North  Sea 

Of  more  immediate  promise  is  the 
offshore  oil  from  Phillips'  one-sixth  in- 
terest in  the  Iranian  Marine  Interna- 
tional Oil  Co.  IMINOCO's  Bostam 
field  started  production  in  1969,  and 
is  now  producing  78,000  barrels  a  day 
(Phillips'  share  is  about  13,000). 
Keeler  predicts  that  Phillips'  share  will 
finally  reach  a  minimum  of  100,000 
barrels  a  day. 

Phillips  also  has  "reasonable  pros- 
pects" in  Nigeria,  where  production  is 
slated  to  begin  in  July.  Phillips'  share 
initially  will  be  10,000  barrels  a  day, 
but  Keeler  believes  it  will  ultimately 
reach  at  least  50,000. 

The  value  of  Phillips'  Alaskan  oil  is 
a  question  mark.  The  oil  is  certainly 
there;  and  when  it  is  eventually  pro- 
duced, Phillips'  share  could  be  over 
100,000  barrels  a  day.  But  Keeler  ad- 
mits that  the  North  Slope  is  "tough 
and  very  expensive."  And  he  says,  "It 
could  be  1974  before  it  is  actually 
money  in  the  till." 

Even  without  the  Alaskan  oil,  how- 
ever, Keeler's  finds  could  increase  Phil- 
lips' crude  output  bv  150%— about 
370,000  barrels  a  day-by  1973,  rais- 
ing crude  production  to  over  100%  of 
Phillips'  refining  requirements  and  lift- 
ing profits  significantly. 

"My  time  is  running  out,"  says  Kee- 
ler. Whether  it  will  run  out  before  the 
dollars  from  his  crude  finds  start  to 
flow  into  profits  is  still  a  question.  But 
there  is  little  doubt  that  Keeler  is 
closer  to  his  goal  than  he  was  when  he 
took  over  the  reins  three  years  ago.   ■ 


From  Underdog  to  Top  Dog 

That's  the  recent  story  of  Douglas,  now  McDonnell  Douglas. 
Meanwhile,  its  ancient  rival,  Boeing,  is  on  hard  times. 


On'Ce  the  sick  man  of  its  industry, 
McDonnell  Douglas  has  become  per- 
haps its  healthiest  major  company. 
And  Boeing,  which  came  close  a  few 
years  back  to  squeezing  Douglas  out 
of  the  commercial  aircraft  business,  is 
today  a  dangerously  ailing  firm. 

Only  four  years  ago,  Boeing  had 
just  finished  a  year  of  record  revenues 
(over  S2  billion)  and  profits  ($4.84 
per  share).  It  had  well  over  half  the 
commercial  jet  market.  Its  stock  sold 
as  high  as  91,  up  400%  in  three  years. 

By  stark  contrast,  Boeing's  only 
competitor  in  that  market,  Douglas, 
was  in  such  poor  shape  that  its  bank- 
ers had  taken  over  and  were  trying  to 
find  a  buyer.  Douglas  had  lost  heavily 
in  the  early  1960s  when  Boeing  beat  it 
to  market  with  the  long-range  707. 
While  Douglas  was  trying  to  recoup, 
Boeing  locked  up  the  medium-range 
market  with  its  727.  Then,  going  all- 
out  to  avoid  another  humiliation  in 
short-range  jets,  Douglas  signed  up 
more  orders  for  its  DC-9  than  its  cash 
flow,  its  production  capabilities  and 
the  unexpected  diversion  of  aircraft 
engines  to  Vietnam  could  handle. 
Douglas  lost  $30  million  in  19§6  and 
another  $30  million  in  the  first  four 
months  of  1967,  after  which  time  it 
was  merged  into  St.  Louis'  McDon- 
nell Aircraft,  the  highly  successful 
fighter  plane  contractor. 

Question  of  Scale 

Boeing,  under  its  longtime  (since 
1945)  boss,  William  M.  Allen,  had  a 
clear  field  as  1966  began.  But  then  it 
made  two  decisions  with  far-reaching 
implications:  It  decided  to  build 
the  wide-bodied,  350-to-490-passen- 
ger  747  jetliner  and  the  government- 
sponsored  supersonic  transport  (SST). 


Boeing  was  thinking  big,  perhaps 
too  big,  when  it  went  for  the  747. 
What  made  the  new  jumbo  jets  pos- 
sible was  technology  developed  for 
the  powerful,  41,100-pound-thrust 
engines  for  the  Air  Force's  Lockheed- 
built  C-5A  cargo  jet.  But  the  four-en- 
gine 747  plane  wasn't  the  only  possi- 
ble choice.  Another  was  a  three-en- 
gine version— the  airbus— that  could 
ferry  250-plus  passengers  in  equal 
comfort  over  the  many  medium-range 
domestic  routes  like  New  York-Chi- 
cago and  Dallas-Los  Angeles.  The  747 
might  be  the  flagship,  but  the  airbus 
could  be  the  workhorse  airliner  of 
the  1970s. 

Boeing's  thinking  was  influenced 
most  by  faithful  customer  Pan  Ameri- 
can World  Airways.  Pan  Am  in  1966 
was  prepared  to  commit  itself  to  a  siz- 
able order  for  wide-bodied  passenger 
jets;  it  wanted  a  large  (up  to  400 
passengers  or  more),  long-range  plane 
that  could  fly  its  transoceanic  routes. 
Heeding  Pan  Am's  now  retired  Chair- 
man Juan  T.  Trippe,  Boeing's  Allen 
elected  early  in  1966  to  go  ahead 
with  the  larger  747— which  meant  by- 
passing die  airbus. 

Allen's  decision  was  based  partly 
on  an  assumption:  that  if  the  smaller, 
shorter-range,  wide-bodied  plane  ever 
did  generate  enough  airline  enthusi- 
asm, Boeing  could  quickly  redesign  a 
smaller  version  of  the  747.  But  Boeing 
underestimated  the  potential  compe- 
tition. Lockheed,  once  a  leader  in  prop- 
driven  transports,  was  looking  for  a 
way  back  into  the  passenger  business. 
Douglas,  though  it  had  production 
and  money  troubles,  still  had  strong 
design  and  marketing  capabilities. 
Both  immediately  set  teams  of  engi- 
neers and  designers  to  work  on  airbus 


models.  Both  came  up  with  planes 
that,  with  slight  alterations,  could  fly 
both  medium-  and  long-range  runs, 
and  thus  were  more  flexible  than 
Boeing's  larger  747. 

The  airbuses,  with  their  smaller 
size  and  greater  flexibility  than  the 
747,  caught  on  with  airline  men.  Be- 
fore Boeing  could  react,  Douglas  and 
Lockheed  were  out  signing  up  orders. 
His  back  to  the  wall,  Allen  began 
calling  on  airline  presidents  to  tell 
them  that  Boeing  would  soon  have 
an  airbus  of  its  own.  Too  late.  By 
mid- 1968  the  airlines  had  already  or- 
dered dozens  of  DC-lOs  and  L-lOlls, 
at  prices  that  had  been  bid  down  to  a 
level  (around  $14  million-$15  million 
per  plane)  where  even  Douglas  and 
Lockheed  admitted  that  the  odds  on 
breaking  even  had  been  substantially 
lengthened.  There  was  no  room  for  a 
third  competitor;  Boeing  had  missed 
the  airbus. 

Early  this  year  Boeing  began  de- 
livering the  first  of  the  197  747s  on 
order  (at  $23  million  each).  But  with 
the  airlines  in  an  unforeseen  financial 
pinch,  further  orders  have  been  slow 
to  materialize.  Some  orders  have  even 
been  cancelled  (despite  a  $10-million 
deposit  on  each  plane),  and  others 
have  been  stretched  out  to  later  de- 
livery dates.  At  the  same  time,  de- 
liveries of  Boeing's  smaller  707,  727 
and  737  jets  have  been  declining  as 
airlines  cope  with  their  overcapacity 
and  heavy  debt  loads  and  prepare  for 
the  changeover  to  wide-bodied  fleets. 
The  747  is  proving  a  good  traffic-get- 
ter on  routes  like  Los  Angeles-New 
York  or  New  York-Paris.  But  it  may 
be  years  before  Boeing  sells  enough  of 
them  to  get  its  investment  back. 

The  strain  on  Boeing's  cash  flow  and 


toss    Leader?    The    only    ihing    small    about    ihe    747    may    be    the    profit,    if    any,    Boeing    nets    on    the    plane. 
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"Since  Xerox  has  gotten  so  big  in  Education,  Robert, 
will  they  be  having  Stockholders1  Meetings  or  Homecomings?" 


V 


Homecomings  or  no,  we're  up  to  our 
mortarboards  in  higher  education.  Lower 
education  too,  for  that  matter. 

Through  our  various  Xerox  compa- 
nies we're  turning  out  everything  from 
courses  in  reading  to  complete,  prepack- 
aged libraries.  Spanning  the  years  from 
grade  school  through  grad  school. 

To  give  you  some  idea:  We're  mak- 
ing  microfilm  of  almost  every  Ph.D.  thesis 
written  in  this  country.  They're  used  by 
scholars  at  Stanford  Business  School, 
Princeton  Theological  Seminary  and 
about  2,500  other  institutions. 

Meantime,  for  the  scholastic  Little 
League,  we  publish  "My  Weekly  Reader." 
This  news  magazine  for  grade-schoolers 
has  a  larger  circulation  than  Time  and 
Newsweek  combined. 

What's  all  this  got  to  do  with  a  com- 
pany that's  known  for  copiers  and  dupli- 
cators? Well,  that's  the  point,  really. 

At  Xerox,  we're  becoming  involved 
more  and  more  in  non-copying  areas  — 
virtually  the  whole  world  of  information 
and  how  it's  communicated. 

But  you  probably  knew  this  already, 
if  you've  been  doing  your  homework. 


XEROX 


XEROX  IS  A  REGISTERED  TRADEMARK  OF  XEROX  CORPORATION 


profits  has  been  great.  Its  earnings 
last  year,  on  12%  lower  revenues  of 
$2.8  billion,  dropped  all  the  way  from 
$83  million  into  the  red— although  a 
tax  credit  enabled  it  to  report  47  cents 
a  share,  down  from  $3.84.  Its  long- 
term  debt  has  soared  to  almost  $700 
million,  and  the  company  has  taken 
down  most  of  a  $359-milIion  line  of 
short-term  bank  credit.  Its  inventories 
total  around  $1.4  billion.  Its  stock 
price  has  plunged  from  112  in  1967 
to  around  15,  precluding  any  kind  of 
equity  financing  to  alleviate  the  cash 
pinch.  Even  though  Boeing  has  writ- 
ten off  perhaps  as  much  as  $500  mil- 
lion in  747  development  costs,  another 
$500  million  or  so  is  still  carried  on 
the  books  as  an  "asset"  that  can  only 
slowly  be  realized.  Boeing  has  become 
virtually  a  one-product  company 
whose  one  product  is  not  currently 
paying  its  way. 

Meanwhile,  McDonnell  Douglas  and 
Lockheed  are  beginning  to  build  their 
airbuses,  expected  to  start  going  into 
service  in  1971.  Airbus  prospects  look 
very  hot  right  now.  As  one  United  Air 
Lines  vice  president  puts  it:  "We  ex- 
pect that  our  Douglas  DC-lOs  will 
prove  to  be  the  sort  of  all-purpose 
planes  that  our  727s  were  in  the  past." 
Bight  now  Lockheed  and  McDonnell 
Douglas  between  them  have  orders 
for  nearly  400  airbuses;  by  1980  air- 
line men  think  there  could  be  800  or 
more  in  service,  as  opposed  to  less 
than  half  as  many  747s. 

Will  It  Ever  Fly? 

As  if  the  threat  of  the  airbuses  were 
not  trouble  enough  for  one  company, 
Boeing  is  in  serious  difficulties  with 
Allen's  other  decision,  the  SST.  Crit- 
ics say  Boeing  was  motivated  mainly 
by  pride  in  its  decision  to  go  all-out 
to  win  the  SST  contract.  Certainly, 
with  a  prosperous  commercial  busi- 
ness balanced  by  smaller  pieces  of 
military  business,  Boeing  did  not  need 
a  big,  long-lead-time,  low-profit  gov- 
ernment program  like  the  SST  to  sur- 
vive. It  was  already  deeply  committed 
to  the  747. 

Boeing  won  the  SST  award  from 
Lockheed  on  the  last  day  of  1966. 
Since  then,  delays  as  a  result  of  criti- 
cism both  by  congressional  budget- 
cutters  and  by  antinoise  conservation- 
ists have  put  the  U.S.  SST  five  years 
behind  the  French- British  Concorde 
and  the  Russian  TU-14  4.  Both  of  them 
are  smaller  and  slower.  Hut  both  are 
now  flying,  and  the  SST  program  still 
is  not  off  the  ground.  \  bill  to  provide 
$290  million  for  two  prototype  models 
narrowly  squeaked  through  the  House 
of  Representatives  at  the  end  of  May. 
It  faces  even  tougher  going  in  the  Sen- 
ate. Airline  executives  and  even  Presi- 
dent   Nixon    are    cooling    toward    the 


Turnabout.  Four  years  ago 
James  S.  McDonnell  wanted 
no  part  of  commercial  jets. 
Today  his  McDonnell  Douglas 
is    the    leader    in    the    field. 


plane.  In  short,  the  SST  program 
could  be  cancelled  altogether.  In  that 
case  Boeing  might  be  reimbursed  for 
its  investment,  but  it  can  never  be  re- 
paid for  the  five-year  diversion  from 
other  projects  caused  by  the  SST,  most 
notably  the  airbus.  And  even  if  the  SST 
survives,  any  profits  would  be  a  long 
way  down  the  pike. 

So  now  McDonnell  Douglas,  in  an 
ironic  turnabout,  has  taken  over  as 
the  most  prosperous-looking  aerospace 
company.  It's  a  title,  to  be  sure,  that 
permits  little  chest-thumping  in  these 
days  of  inflation  and  dried-up  military 
spending.  McDonnell  Douglas'  reve- 
nues were  also  down  last  year,  from 
$3.6  billion  to  $3  billion,  chiefly  be- 
cause of  a  slowdown  in  deliveries  of 
its  very  profitable  F-4  Phantom  fighter 
plane.  Profits  were  up  last  year  from 
$3.30  per  share  to  $4.06,  but  will 
drop  in  1970  as  sales  of  Phantoms 
and  DC-8s  and  DC-9s  trail  off.  But  it 
should  remain  in  the  black. 

In  a  balance  sheet  way,  Boeing  and 
McDonnell  Douglas  are  worlds  apart. 
Both  do  roughly  $3  billion  in  volume. 
But  Boeing's  inventory  load,  at  $1.4 
billion,  is  almost  three  times  greater 
than  McDonnell  Douglas' $586  million. 
Boeing  carries  almost  $700  million  in 
long-term  debt,  vs.  McDonnell  Doug- 


las' $160  million,  with  another  $l6o 
million  in  notes  soon  to  be  sold. 

McDonnell  Douglas'  ascendency  de- 
rives from  its  balanced  commercial 
and  military  market  positions.  McDon- 
nell, with  a  timely  infusion  of  money, 
and  production  knowhow,  made  a -re- 
markable recovery  at  Douglas.  It 
helped  that  Douglas  had  planes  the 
airlines  liked:  Its  short-range  DC-9s 
have  outsold  the  Boeing  737s  by  582 
to  268  so  far;  the  stretched-out  DC-8s 
kept  the  money  coming  in  while  the 
DC-10  was  being  developed. 

But  the  key  to  Douglas'  recovery 
was  the  decision  made  by  parent  com- 
pany President  David  S.  Lewis  and  his 
boss,  McDonnell  Douglas  founder  and 
Chairman  James  S.  McDonnell,  to 
damn  the  torpedoes  and  build  the  air- 
bus. They  moved  fast  enough  to  offset 
a  three-month  headstart  by  Lockheed 
in  1967  and  gobbled  up  the  first  big 
order,  from  American  Airlines,  early 
in  1968.  Since  then  they  have  out- 
stripped Lockheed  in  signing  up  air- 
bus customers:  McDonnell  Douglas 
now  has  orders  for  214  DC-lOs;  Lock- 
heed has  orders  for  173  L-lOlls.  Mc- 
Donnell Douglas  moved  decisively 
ahead  when  it  successfully  sold  an  ex- 
tra-long-range version  capable  of  fly- 
ing over-water  routes  up  to  5,000 
miles.  Lockheed  does  not  have  such  a 
plane.  This  version  of  the  DC-10  is  di- 
rectly competitive  in  the  market  where 
Boeing  is  selling  its  747.  But,  being 
smaller,  it  can  make  money  on  fewer 
passengers  than  the  747. 

The  DC-10  is  not  yet  a  guaran- 
teed big  moneymaker.  Prices  for  the 
airbus  have  been  bid  to  the  bone.  But 
the  airbus  market  is  estimated  at  per- 
haps $20  billion.  If  Lockheed  should 
drop  out— and  airline  sources  report 
that  feelers  are  going  out  to  switch 
from  the  L-1011  to  the  DC-LO-Mc- 
Donnell  Douglas  could  make  a  spec- 
tacular profit. 

In  another  field,  McDonnell  Douglas 
beat  competitors  North  American 
Rockwell  and  Fairchild-Hiller  for  the 
F-15  fighter  contract  last  winter.  Mc- 
Donnell, on  the  strength  of  past  perfor- 
mances on  a  long  string  of  successful 
fighter  plane  contracts,  must  be  rated 
a  good  chance  of  making  the  F-15 
pay  off  with  large  profits. 

At  Boeing,  Bill  Allen,  now  69,  is 
scratching  for  money  to  keep  Boeing 
liquid  in  these  difficult  days. 

After  he  was  beaten  for  governor  of 
California  in  1962,  nobody  gave  Rich- 
ard Nixon  much  chance  of  coming 
back.  In  1966,  when  Douglas  almost 
went  under,  nobody  gave  it  much 
chance  to  catch  Boeing  again  in  com- 
mercial jets.  Yet  four  years  later,  the 
roles  are  reversed.  It  goes  to  show 
that  you  can  never  tell  in  business,  es- 
pecially in  the  aerospace  business.  ■ 
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Bouncing  Back  Fast 

Motorola  suffered  two  rather  large  blows,  but 
it  has  proved  to  be  a  highly  resilient  outfit. 


Whex  Dr.  Lester  Hogan,  head  of  Mo- 
torola's semiconductor  division,  and 
seven  of  his  lieutenants  defected  to 
competitor  Fairchild  Camera  &  Instru- 
ment late  in  1968,  there  were  all  sorts 
of  dire  predictions  about  Motorola's 
future.  Semiconductors  were  Motoro- 
la's fastest-growing  business,  and,  at 
around  $200  million,  ranked  second  in 
sales  only  to  its  TV  sets  and  other  con- 
sumer products.  Who  could  survive 
that  kind  of  blow? 

The  defection  came  at  an  awkward 
time,  too.  The  year  before,  like  other 
color  TV  setmakeis.  Motorola  had 
been  fooled  by  bullish  projections  that 
over  8  million  sets  would  be  sold  in 
1967;  in  fact  only  5.2  million  were 
sold.  Caught  with  excess  inventories 
and  plant  capacity,  Motorola's  sales 
skidded  from  $682  million  to  $630 
million,  its  profits  from  $2.70  to  $1.54 
per  share.  At  the  time  Hogan  ei  al  de- 
parted, the  company  was  still  cleaning 
up  the  wreckage. 

By  last  year,  however.  Motorola  was 
coming  on  again  like  gangbusters,  set- 
ting sales  and  profit  records  of  $873 
million  and  $2.74  per  share.  Tliat 
pace  may  be  tough  to  hold  in  today's 
inflation-deflation  economy— earnings 
were  off  slightly  during  1970's  first 
quarter.  But  the  fact  remains  that 
Motorola  has  recovered  very  nicely 
from   its   setbacks  of    L967   and    1968. 

"We  had  indications  that  Hogan 
might  leave,"  explains  President  Elmer 
H.  Wavering,  "and  we  anticipated  he 
might  take  others  with  him.  So  when 
he  actually  did  leave  we  had  already- 
moved  men  into  key  slots.  This  gave  a 
lot  of  eager  young  guys  the  chance 
they  had  been  looking  for  and  they 
have  responded  beautifully." 

But  Motorola  had  more  going  for  it 
than  simply  enough  manpower  to  take 
•up  the  slack.  It  already  had  a  good 
enough  start  with  integrated  circuits 
to  enable  it  last  year  to  pass  Texas 
Instruments  in  U.S.  semiconductor 
sales  (though  TI  still  leads  world- 
wide). It  also  had  a  large  and  often- 
overlooked  communications  equip- 
ment business— such  as  closed-circuit 
TV  setups  and  two-way  radios  for  po- 
lice, taxis  and  truckers— that  nets  some 
8  cents  per  sales  dollar. 

Motorola  also  took  steps  to  shore  up 
its  television  business.  Previously  it  had 
concentrated  on  production.  Chair- 
man Bobert  W.  Galvin,  whose  late 
father  founded  the  company,  and 
Wavering  had  felt  that  as  long  as  they 
had  the  plant  capacity  to  produce 
a  large  number  of  sets,  the  growth  of 


When  the  natives  are  rest- 
less. Motorola's  communica- 
tions business  picks  up.  It 
is  the  market  leader  in  po- 
lice    communications     gear. 


the  market  would  take  care  of  sales. 
When  the  sales  curve  crumbled  in 
1967,  Motorola  turned  toward  mar- 
keting. In  1968  it  came  out  with  the 
industry's  first  solid-state  (no  tubes) 
sets,  promoted  heavily  under  the  Qua- 
sar brand  name  ("the  set  with  the 
works  in  a  drawer").  The  company 
now  schedules  its  production  conser- 
vatively. Other  TV  setmakeis  have 
plans  to  convert  to  solid-state  models, 
but  so  far  Motorola  has  a  clear  lead. 

Actually,  however,  Wavering  down- 
plays  Motorola's    television   set   busi- 


ness. It  now  makes  up  less  than  25% 
of  the  company's  total  sales,  as  com- 
pared with  about  35%  four  years  ago. 
He  prefers  to  emphasize  Motorola's 
diversity,  not  only  in  communications 
and  semiconductors,  but  also  in  proc- 
ess control  instrumentation  and  auto- 
motive products  like  car  radios,  stereo 
players  and  alternator  systems.  "Peo- 
ple tend  to  think  of  us  as  a  television 
set  company,"  says  43-year-old  execu- 
tive vice  president  William  J.  Weisz, 
who  later  this  year  will  become  presi- 
dent when  Elmer  Wavering,  63, 
moves  up  to  vice  chairman.  "The  truth 
is  that  we  are  quite  diversified  in  the 
electronics  field." 

First  in  the  Field 

As  Weisz,  who  has  been  undergoing 
a  grooming  process  for  the  top  operat- 
ing spot  since  last  year,  takes  over 
more  of  the  day-to-day  management 
chores,  Wavering  will  spend  the  bulk 
of  his  time  on  special  projects  that  he 
hopes  may  blossom  into  substantial 
future  businesses  for  Motorola.  The 
most  promising  of  these  is  the  compa- 
ny's electronic  video  recording  play- 
er business  (see  p.  13).  Under  an  ex- 
clusive license  that  will  expire  at  the 
end  of  1971,  Motorola  is  the  sole 
manufacturer  in  the  U.S.  of  all  the 
EVB  players  designed  by  the  Colum- 
bia Broadcasting  System,  the  current 
leader  in  this  new  and  very  promis- 
ing field. 

But  Motorola  also  is  getting  into  the 
so-called  "software"  end  of  the  busi- 
ness, where,  says  Wavering,  "the  really 
big  money  is  to  be  made."  That  is, 
Motorola  for  the  first  time  is  prepar- 
ing the  prerecorded  programs  that  will 
be  played  on  its  equipment.  To  force 
and  control  Motorola's  growth  in 
EVB,  the  business  has  been  placed 
under  the  personal  command  of  El- 
mer Wavering.  "The  decisions  can  be 
made  a  lot  more  quickly  that  way," 
he  explains. 

Are  there  no  clouds  in  this  rosy 
picture?  Of  course  there  are.  In  semi- 
conductors, where  pricing  is  vicious, 
disaster  always  lurks.  Its  television  set 
business  could  suffer  when  the  larger 
manufacturers  like  Zenith  and  BCA 
come  out  with  fully  solid-state  models 
later  this  year.  Then,  too,  there  is  the 
general  economic  slowdown  in  the 
face  of  swiftly  rising  prices  and  wages. 
Yet  Motorola  has  bounced  back  very 
nicely  from  two  rather  large  and  si- 
multaneous setbacks.  It  is  hard  to 
think  of  a  better  test  to  gauge  the 
quality  of  a  company's  management.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 

securities.  The  offer  is  made  only  by  the  Prospectus,  copies  of  which  have  been  filed  with 

the  Department  of  Law  of  the  State  of  AJem  Xor\  and  the  Bureau  of  Securities  and 

the  Department  of  Laic  and  Public  Safety  of  the  State  of  A[eu»  fersey.  ^either 

the  Attorney  General  of  the  State  of  A£eu>  Yor\  nor  the  Attorney  General  of 

the  State  of  >lew  fersey  nor  the  Bureau  of  Securities  of  the  State  of  JSJeiu 

fersey  has  passed  oyi  or  endorsed  the  merits  of  this  offering. 


$113,000,000 

Chase  Manhattan 
Mortgage  And  Realty  Trust 

452,000  Units 

consisting  of 

2,712,000  Shares  of  Beneficial  Interest 

and 

$45,200,000 

63A%  Convertible  Subordinated  Debentures  Due  1990 


Each  Unit  consists  of  six  Shares  of  Beneficial  Interest,  $1  par  value,  and  $100  principal 
amount  of  Debentures,  convertible  into  Shares  of  Beneficial  Interest  on  or  before  June 
1,  1990,  at  $26.25  per  share,  subject  to  adjustment  in  certain  events.  The  Debentures 
are  subject  to  optional  redemption  at  any  time,  and  commencing  June  1,  1980,  will 
be  subject  to  redemption  through  a  sinking  fund.  Of  the  above  Units,  52,000  are  being 
purchased  by  the  Underwriters,   pursuant  to  an  option,  to  cover  over-allotments. 


Price  $250  per  Unit 

(Plus  accrued  interest  on  the  Debentures) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the  several  Under 
writers,  including  the  undersigned,  as  may  lawfully  offer  the  securities  in  such  State. 


Lehman  Brothers 
Blyth  &  Co.,  Inc. 


Lazard  Freres  &  Co. 
The  First  Boston  Corporation 


Drexel  Harriman  Ripley       Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Glore  Forgan  Staats 

Incorporated 


Goldman,  Sachs  &  Co. 
Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 
Kidder,  Peabody  &  Co.  Loeb,  Rhoades  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis 
Stone  &  Webster  Securities  Corporation 


Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co. 


White,  Weld  &  Co.    Dean  Witter  &  Co.    Credit  Lyonnais  Corporation 

Incorporated 

Paribas  Corporation  SoGen  International  Corporation 


June  0,  1970. 


Like  Moths 
To  Flame 

Burned  in  coins,  some  specu- 
lators are  playing  again  with 
fire,    this    time    in    stamps 

If  you  think  the  stock  market  was 
running  wild  with  speculation  in  1968 
arid  1969,  take  a  look  at  what's  going 
on  in  postage  stamp  collecting.  No- 
body keeps  any  precise  figures— which 
adds  to  the  speculative  fever— but  ac- 
cording to  various  experts  the  prices  of 
truly  rare  stamps  have  been  rising  year 
to  year,  without  pause,  at  an  annual 
rate  of  between  10%  and  25%.  What 
those  figures  mean  is  that  prices  have 
been  going  up  somewhere  between 
150%  and  800%  every  decade.  Thus  a 
$10,000  stamp  today  could  be  ex- 
pected to  be  worth  somewhere  be- 
tween $25,000  and  $90,000  by  1980 
at  current  rates  of  increase.  In  1960 
it  might  well  have  gone  for  some- 
where between  $100  and  $400. 

Take  the  famous  Honduras  1925 
black  airmail  stamp,  the  only  known 
copy  in  existence.  It  sold  in  1957  for 
$11,500,  in  1961  for  $24,500,  and  is 
now  available  at  Harmer,  Rooke  & 
Co.,  Inc.  for  $55,000. 

Obviously,  that  kind  of  increase 
can't  go  on  forever.  But  right  now  the 
speculation  seems  to  be  going  into  full 
swing.  Only  last  March  a  single  stamp 
brought  $280,000  at  auction.  The 
stamp  was  a  British  Guiana  1856  1- 
cent  magenta,  and  it's  deemed  valu- 
able because  it  is  the  only  one  of  its 
kind  in  the  world  and  because  it  has 
a  romantic  history.  The  auction  was 
conducted  by  New  York  City's  Robert 
A.  Siegel  Auction  Galleries,  Inc. 

Where  Errors  Pay  Off 

The  Guiana  stamp  was  not  the  most 
expensive  single  item  ever  sold  in  the 
stamp  world.  That  honor  belongs  to  an 
1850  cover  (envelope),  containing 
two  of  the  famous  Mauritius  1-penny 
stamps,  both  with  printing  errors. 

Like  the  Guiana,  the  Mauritius  cov- 
er also  is  the  only  one  known  in  the 
world  and  has  a  romantic  history.  It 
was  discovered  in  1897  in  an  Indian 
bazaar  by  a  British  railway  employee. 
He  paid  50  rupees  for  it,  a  lot  of  mon- 
ey considering  an  Englishman  could 
then  live  comfortably  in  India  on  400 
rupees  a  month.  But  not  as  much  as 
the  £1,600  he  sold  it  for.  Two  years 
ago  it  was  sold  by  H.R.  Harmer  for 
$380,000  to  a  stamp  dealer  who  cer- 
tainly hopes  to  resell  it. 

The  British  Guiana  was  purchased 
by  one  of  the  private  investment 
groups  that  have  been  formed  in  the 
last    few    years    to    buy    high-priced 
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stamps.  Typically  they  consist  of  busi- 
ness and  professional  men  with  one 
member  a  stamp  authority.  One  of  the 
three  largest  stamp  auctioneers  is  plan- 
ning to  otter  an  advisory  program  this 
fall  for  investment  groups.  With  this 
kind  of  expanding  investor  activity, 
there  is  no  doubt  that  speculation  will 
flourish  as  new  money  presses  against 
a  supply  that  cannot  be  increased. 

Already  these  groups  are  drawing 
criticism  from  some  professional  stamp 
collectors.  Bernard  D.  Harmer,  presi- 
dent of  H.R.  Harmer.  a  leading  New 
York  dealer,  says  that  they  are  "unfair 
to  the  true  philatelist  who  is  investing 
for  the  enjo\-ment  of  it."  In  the  end, 
he  warns,  when  rare  stamp  prices  are 
inflated  by  speculation,  the  true  phi- 
latelist will  decide  to  do  without.  And, 
he  emphasizes  it  is  the  collector,  not 
the  speculator,  who  determines  prices. 

Meanwhile,  as  in  any  boom,  a  good 
main  gullible  and  greedy  people  will 
be  taken  in.  Consider  the  case  of  a  top 
executive  of  a  nniltibillion-dollar  sales 
corporation,  who  spent  over  $50,000 
to  develop  a  new  stamp  collection  only 
to  find  that  all  but  $5,000  to  $10,000 
had  been  virtually  worthless  Frauds. 
But  even  the  investor  who  avoids  this 
may  find  himself  a  babe  in  the  woods. 

Big  Difference 

There  was.  for  example,  a  recent 
New  York  auction  at  which  two  copies 
of  a  1-cent  1901  Pan-American  is- 
sue stamp  with  inverted  center  were 
sold.  The  stamp  is  famous  and  its  cat- 
alogue value  was  $3,000  each.  One 
fetched  $3,200  and  the  other  $1,500. 
Why?  The  first  was  correctly  centered 
and  much  more  desirable  to  true  phi- 
latelists. Hut  an  amateur  could  hardly 
have  told  the  dillerence. 

The  stamp  catalogue  values  are 
"like  par  in  golf,"  says  Andrew  Levitt, 
vice  president  of  Robert  A.  Siegel. 
The  finest  stamps  will  exceed  it  and 
the  fine  ones  achieve  it,  he  says.  But 
the  great  bulk  will  fall  below  it. 

Finally,  the  would-be  speculator 
often  forgets  that  commissions  are 
very  high  in  the  business.  Selling  at 
public  auction  generally  costs  20%  of 
the  sales  price.  Thus,  with  a  $1,000 
stamp  that  rose  in  value  to  $1,500, 
the  investor  would  get  a  profit  of  only 
$200  while  the  auctioneer  would  get 
$300,  the  lion's  share  of  the  profits. 

Does  this  sound  similar  to  the  now- 
collapsed  coin  boom  of  the  early  Six- 
ties? Then  prices  of  some  not-so-rare 
coins  doubled  and  redoubled  within  a 
few  years'  time,  only  to  fall  with  a 
crash  when  the  end-of-the-line  specu- 
lator found  there  was  no  one  left  to 
sell  to.  In  many  ways,  the  two  are  sim- 
ilar. After  all.  the  game  is  at  least  as 
old  as  Holland's  tulipomania  of  the 
17th  century.    ■ 


Rockwell  Report 

by  Clark  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


A  company  was  dissolved  last  month  in  Pittsburgh.  It  paid  its  share- 
holders 125%  return  on  their  investment  in  just  five  months  of  existence. 
It  had  a  unique  product  and  excellent  market  acceptance  and  penetra- 
tion, with  sales  40%  over  forecast  —  and  production  cost  10%  under 
budget. 

So  what  went  wrong?  Nothing:  the  dissolution  was  planned  last 
November  when  the  company  was  formed.  In  fact,  104  other  companies 
were  dissolved  at  the  same  time,  on  the  same  basis:  they  were  all 
Pittsburgh  Junior  Achievement  firms. 

Last  year,  Junior  Achievement  marked  its  fiftieth  year.  In  that  time, 
millions  of  teen-agers  have  participated  in  the  educational  experience  of 
establishing  "for-profit"  businesses  under  JA  guidance. 

Rockwell  has  sponsored  JA  companies  for  years,  and  our  supervisors 
who  serve  as  counselors  always  find  the  experience  fascinating.  Watch- 
ing cool  kids  turn  into  involved  entrepreneurs  is  its  own  reward. 

If  your  company  isn't  involved  in  JA,  we  recommend  it.  It's  one  of  the 
best  means  of  business-youth  communications  we've  got  today. 


Crude  meters.  When  crude  oil  comes 
from  the  well  and  passes  through  a 
meter,  it's  full  of  sand,  salt  water  and 
other  contaminants.  Since  the  oil  is 
also  supposed  to  act  as  the  meter's 
lubricant,  it  doesn't  take  too  long  for 
moving  parts  to  wear  out.  We  now 
have  a  BiRotor  meter  that  solves  the 
problem.  It  has  its  own  self-contained 
lubricating  system  that's  completely 
sealed  off  from  the  flow  of  crude.  The 
system  not  only  adds  considerably 
more  life  to  BiRotors  handling  abrasive 
products  but  takes  the  wear  and  tear 
out  of  metering  non-lubricating  dry 
liquids  as  well. 

Twin  twins.  We've  just  introduced  two 
twin  cylinder  Rockwell-Jlo  engines  for 
the  man  who  likes  to  look  under  the 
hood  before  he  buys  a  snowmobile. 
One  twin  is  rated  at  24  h.p.,  displaces 
339  cc  and  packs  all  its  power  into  a 
mere  62  pounds.  The  other  has  the 
same  light  weight  with  a  little  more 
getup  and  go  —  28  h.p.  and  398  cc. 
Both  are  more  compact  than  other  en- 
gines in  their  horsepower  range.  And 
both  twins  have  the  smooth-running 
performance  that  means  easy  riding 
and  complete  control  on  the  trail. 


New  slant  on  water  conservation.  Our 

Flexible  Pipe  Tool  Division  has  devel- 
oped a  new  water  reclamation  unit 
for  its  Hi-Velocity  sewer  cleaning  ma- 
chine. The  unit  reclaims  water  from 
the  sewer  line,  and  processes  it  for 
re-use  in  the  sewer  cleaning  opera- 
tion. For  municipalities  with  contin- 
uing sewer  maintenance  programs, 
this  can  mean  a  substantial  annual 
savings  in  time  and  in  the  amount 
and  cost  of  water  used. 


This  is  one  of  a  series  of  informal  reports  on  Rockwell  Manufacturing  Company,  Pittsburgh,  Pa.,  makers  ot 
measurement  and  control  devices,  instruments,  and  power  tools  tor  28  basic  markets. 


Era  Rockwell 

MANUFACTURING  COMPANY 
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/It/to  Racing:  Another  Pro  Football? 

Its  promoters  say  the  racing  business  could  become  as  big  a 
moneymaker  as  pro  football.  But  right  now  it's  far  from  it. 


Auto  racing  is  a  big  sport.  With  60 
million  paid  attendance  last  year,  auto 
racing  remains  the  nation's  No.  One 
spectator  sport,  well  ahead  of  profes- 
sional football.  (This  excludes  special 
cases  like  horse  racing,  which  lures 
gambling  spectators.)  It's  still  a  long 
way  from  first  place  in  dollar  volume, 
but  it's  growing.  Counting  approxi- 
mately $200  million  spent  by  manu- 
facturers (like  Ford  and  Goodyear) 
and  nonautomotive  advertisers  (like 
Coca-Cola  and  Mattel),  probably 
$500  million  flowed  through  the  sport 
last  year.  In  addition,  millions  more 
are  being  spent  on  new  speedways 
that  can  nearly  match  baseball  and 
football  stadiums  for  size  and  comfort. 


r 


The  Churchill  Downs  of  auto 
racing  is  Indianapolis  Speedway, 
where  the  Indianapolis  500  has  been 
run  almost  every  Memorial  Day  for 
the  past  59  years.  It's  only  a  "rec- 
tangular" track  built  with  3.2  mil- 
lion bricks,  but  it  has  such  fame 
and  prestige  that  each  May  the 
Speedway  attracts  the  world's  best 
racing  drivers  and  overflow  crowds 
for  a  month  of  testing  and  qualify- 
ing that  culminates  in  a  single  race. 
Though  exact  figures  aren't  dis- 
closed, from  this  single  operation 
the  Indianapolis  Motor  Speedway 
Corp.  nets  profits  nnequaled  in  au- 
to racing. 

How  can  they  d>    it  on  one  race 


And  racing  has  already  produced  its 
own  Joe  Namath,  diminutive  Italian- 
born  Mario  Andretti,  who  earned 
$900,000  last  year  to  become  the  na- 
tion's highest  paid  athlete. 

It's  no  wonder,  then,  that  optimistic 
racing  executives  say  their  sport  is 
where  football  was  20  years  ago.  And, 
goes  their  argument,  once  racing  goes 
on  TV  its  revenues  and  profits  will 
soar  as  did  football's. 

It's  a  tempting  vision.  But  how  real 
is  another  question.  Auto  and  tire 
companies  don't  really  care  about 
making  money  directly  from  racing. 
For  them  it  is  more  an  advertising 
medium  than  a  market.  The  specialty 
equipment  makers   are   too   small   to 


-How  Does  Indy  Do  lt?~ 

a  year?  It's  a  chicken-and-egg  situa- 
tion. The  huge  crowds  mean  a 
huge  purse  ($1  million  this  year), 
which  attracts  big-name  drivers. 
And  because  these  drivers  are  pow- 
erful drawing  cards,  they  in  turn 
attract  the  huge  crowds.  This  year 
750,000  people  paid  some  $6  mil- 
lion during  May  to  watch  the  warm- 
up  sessions,  qualifying  trials  and  the 
finals;  attendance  came  to  a  stag- 
gering 275,000  people  on  race  day- 
alone. 

But  other  reasons  are  less  ob- 
vious. First,  the  speedway  for  25 
years  has  been  headed  by  an  ex- 
perienced businessman,  Anton  Hul- 
man  of  Terre  Haute,  who  runs  Hul- 


cash  in  in  any  significant  way.  And 
there  are  no  teams  as  there  are  in 
baseball  and  football. 

The  potential  moneymakers  are  the 
speedways.  And  right  now,  despite 
the  increasing  attendance  and  reve- 
nues, speedways  are  having  a  rough 
time  even  making  ends  meet. 

For  example,  American  Raceways 
Inc.  of  Detroit,  which  controls  four 
major  tracks,  lost  $1.2  million  last 
year.  Its  48%-owned  Riverside  (Calif.) 
raceway  has  never  shown  a  profit  in 
nine  years.  The  Sears  Point  (Calif.) 
International  Raceway,  owned  by 
Filmways  Inc.  of  Beverly  Hills,  lost 
$300,000  in  one  year  of  sporadic  op- 
eration, then  folded  last  May.  Inter- 


"^ 


man  &  Co.,  a  major  regional  food 
wholesaler,  and  has  other  extensive 
business  interests.  Second,  the  cor- 
poration owns  the  speedway  free 
and  clear;  it  pays  no  mortgage  in- 
terest or  rent.  Third,  the  freeway 
system  around  Indy  can  handle  the 
immense  crowd  that  the  500  at- 
tracts, a  much  underrated  factor  in 
Indy's  success.  Lastly,  the  track's 
year-round  maintenance  crew— a 
big  expense  for  any  speedway— is 
self-supporting.  How  does  that  hap- 
pen? During  the  rest  of  the  year, 
when  not  cleaning  or  painting  the 
speedway  itself,  the  maintenance 
crew  tends  the  public  golf  course  ly- 
ing in  the  center  of  the  track. 
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•national  Speedway  Corp.,  owners  of 
the  Daytona  (Fla.)  speedway,  eked 
out  earnings  of  6  cents  a  share.  The 
onjy  major  moneymaker  was  famed 
and  unique  Indianapolis  Speedway 
(see  box) . 

Why?  There  are  all  kinds  of  prob- 
lems. If  it  rains,  races  must  he  called 
off.  The  drivers  have  great  drawing 
power  but  can  cancel  out  at  the  last 
minute.  Old  speedways  are  too  small 
to  support  major  events,  while  the 
new  ones  earn  enormous  overhead. 
(The  yearly  debt  service  at  the  $30- 
million  Ontario  Motor  speedway  in 
California  is  about  S2  million.)  And 
management  skills  are  thin;  most 
speedway  executives  are  essentially 
racing  buffs,  while  the  few  profes- 
sional managers  in  the  field  have  little 
experience  with  the  sport. 

Power,  Not  Profits 

Perhaps  the  biggest  problem  is  that 
there  are  four  major  and  several 
minor  sanctioning  groups,  with  con- 
flicting and  overlapping  interests. 
Some  sanction  road  racing,  others 
stock-car  racing,  still  others  drag  rac- 
ing. They  fight  among  themselves, 
and  if  a  speedwav  holds  events  sanc- 
tioned by  one  group,  it  often  has  diffi- 
culty getting  events  from  other  groups. 
Says  one  speedwav  manager:  "They 
are  virtually  at  trench  warfare  with 
each  other,  dying  for  their  little  place 
in  the  sun.  Not  so  much  for  profits 
as  for  power."  Childish?  Sure,  and 
wasteful,  too. 

It  seems  inevitable  that  these  groups 
will  have  to  consolidate,  just  as  the 
pro  football  leagues  did.  It  will  be 
forced  on  them  by  television.  Alone, 
the  networks  can  play  the  groups  off 
against  one  another  in  contract  nego- 
tiations. Together,  they  can  stand  up 
to  the  power  of  the  networks. 

Already,  NASCAR  (National  As- 
sociation for  Stock  Car  Auto  Racing) 
has  signed  a  $1.3-million  three-year 
contract  with  ARC;  USAC  (U.S. 
Auto  Club)  has  agreements  with  ARC 
"and  Television  Sports,  Inc.  worth  pos- 
sibly $1  million  over  the  next  several 
years.  This  is  peanuts  compared  with 
football's  $40  million  in  annual  TV 
revenues.  Rut  the  big  dollars  are 
there.  It's  just  a  matter  of  perfecting 
the  coverage  techniques.  (One  idea: 
running  a  special  camera  car  in  the 
race  itself.) 

This  is  still  only  a  possibility.  Rut  a 
real  enough  one  to  keep  alive  the 
speedway  managers'  vision.  After  all, 
they  dream,  if  auto  racing  can  draw 
more  paying  spectators  than  football, 
it  should  be  able  to  earn  more  money 
as  well.  Maybe.  Rut  for  now  the  best 
investment  in  the  sport  seems  to  be 
a  $25  ticket  to  the  upcoming  Califor- 
nia 500  race.  ■ 
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Uncontented  Carnation 

Despite  family  control  and  nepotism,  once-sleepy  Carnation  Co.  of 
Los  Angeles  has  become  very  sharp,  very  tough  and  very  profit- 
able.  Will  it  go  back  to  sleep  if  Everett  Olson  retires  next  year? 


Long  famous  for  contented  cows, 
evaporated  milk  and  complacent  man- 
agement, Carnation  Co.  has  become  a 
thriving  billion-dollar  growth  compa- 
ny whose  earnings  increases  and  prof- 
itability shame  most  of  its  competitors. 
This  is  remarkable  in  itself,  but  more 
remarkable  is  that  Carnation  has 
grown  and  prospered  at  all.  It  is  a 
family-controlled  company  long  domi- 
nated by  a  single  aging  autocrat,  82- 
year-old  Chairman  Elbridge  Hadley 
Stuart  Sr.,  son  of  a  founder  and  a 
family  patriarch,  who  controls  51%  of 
Carnation's  stock. 

Indeed,  only  nine  years  ago  heir 
apparent  E.H.  Stuart  Jr.  angrily  quit 
the  company,  charging  that  his  father, 
then  73,  was  choking  Carnation's 
growth  with  a  one-man  rule  of  fear. 
Perhaps  young  Stuart  should  have 
been  more  patient.  Two  years  later, 
in  1963,  President  A.M.  Ghormley, 
who  started  as  a  Carnation  herdsman 
in  1915,  became  vice  chairman.  The 
presidency,  which  Stuart  Jr.  had  been 
in  line  for,  went  to  Finance  Vice  Presi- 
dent H.  Everett  Olson,  a  calm,  ration- 
al, highly  astute  accountant  who 
joined  the  company  in  1931.  After 
Ghormley  died  in  January  1965  (at 
age  68),  Olson  took  his  place  as  ex- 
ecutive committee  chairman  also. 

Olson,  working  in  the  shadow 
of  the  elder  Stuart,  has  gradually 
made  his  influence  felt  everywhere: 
in  new  products,  in  acquisitions,  in 
overseas  expansion,  in  vastly  improved 
relations  with  grocers  and— especially 
important— in  the  recruiting  and  train- 
ing of  young  marketing  men. 


Olson's  influence  is  most  evident  in 
Carnation's  improved  profitability.  In 
1962,  on  sales  of  $437  million,  Car- 
nation's net  margin  was  but  2.9%,  its 
return  on  equity  11.5%,  its  per-share 
earnings  $1.69.  Last  year,  on  sales  of 
$964.4  million,  Carnation's  net  margin 
was  4.1%,  its  return  on  equity  was 
17.3%,  its  per-share  earnings  were 
$5.18.  Today  Carnation  is  not  only 
one  of  the  most  profitable  companies 
in  the  industry,  but  it  is  the  fastest 
growing  in  profits  (see  chart) . 

Why?  "We're  just  smarter  managers 
than  the  others,"  Olson  told  Forbes 
after  Carnation's  annual  meeting  this 
spring.  A  frank  answer,  but  hardly 
complete.  Because  of  the  elder  Stu- 
art's passion  for  secrecy,  the  company 
grants  no  press  interviews,  sees  no 
security  analysts.  In  fact,  it  retains 
its  unlisted  trading  privileges  on  the 
American  Stock  Exchange  so  it  doesn't 
have  to  issue  quarterly  reports. 

Cows,  Dogs,  Cafs  and  Cans 

Though  it  has  added  more  than 
half  its  sales  and  earnings  since  Olson 
became  president,  Carnation  always 
has  been  a  growing  and  moderately 
profitable,  if  unexciting,  company. 
Founded  in  1899,  Carnation  was  the 
first  company  to  successfully  can 
evaporated  milk  on  a  large  scale.  La- 
ter, it  integrated  backward  into  fresh 
milk,  then  diversified  into  cereals  and 
animal  feed  in  1929  (Albers),  into 
dog  and  cat  foods  in  the  Thirties 
(Friskies)  and,  in  the  mid-Fifties,  into 
frozen  foods.  It  also  began  making  its 
own  cans   from   the  very  beginning, 


and  today  ranks  at  least  fifth  in  can 
output,  supplying  most  of  its  own 
needs  but  selling  nearly  40%  of  its 
can  production. 

But  it  was  the  success  of  evaporat- 
ed milk  that  made  Carnation  a  nation- 
al marketer  with  plenty  of  muscle  in 
the  grocery  store:  As  late  as  1963 
Carnation  Evaporated  Milk  was  the 
country's  largest  selling  single  brand- 
ed canned  food  item.  This  success 
allowed  Carnation  to  ignore  at  will 
the  profits  of  grocers  and  wholesalers. 
"We  disliked  them  cordially,"  says 
one  New  York  supermarket  buyer. 

But,  says  the  same  buyer,  "There 
has  been  a  vast  change  in  recent 
years."  Grocers  across  the  country  sur- 
veyed by  Forbes  agree.  Until  the  last 
three  to  five  years,  Carnation  was  a 
hard  company  to  do  business  with. 
Now  it  is  ranked  among  the  best,  per- 
haps to  the  very  top. 

The  changes  were  simple  enough. 
When  Carnation  cuts  a  price  by,  say, 
50  cents  a  case  during  a  promotion, 
it  gives  the  grocer  50  cents  a  case 
credit  for  whatever  stock  he  has  on 
hand.  It  will  also  announce  such  pro- 
motions ahead  of  time,  will  stretch  a 
cutoff  date  to  coincide  with  a  grocer's 
reordering  cycle,  will  even  ship  a 
truckload  at  rail  car  rates  when  the 
first  shipment  is  delayed  by  the  rail- 
roads. Moreover,  its  salesmen  are  pro- 
fessional, well-informed  and  eager  to 
set  up  displays  in  supermarkets.  All 
these  things  help  the  grocer  make 
money;  so  he  likes  to  buy  from  Car- 
nation. "When  a  company  cooperates 
with  us,"  says  one,  "we  cooperate 
with  them." 

Such  cooperation,  which  was  un- 
important when  Carnation  was  essen- 
tially a  milk  company,  became  vital  as 
it  moved  into  new  lines.  When  Carna- 
tion nationally  introduced  instant 
breakfast  in  1965,  it  convinced  skepti- 


Mining  Company  without  a  Mine 

It  has  been  three  years  since  Union  Miniere  lost  its  huge 
copper  mines  to  the  Congolese— three  quite  profitable  years. 


Union  Miniere,  once  the  world's 
third-largest  copper  producer,  is  a 
mining  company  in  search  of  a  mine. 
It  has  the  money  (including  $100  mil- 
lion cash),  the  technical  skill,  the  po- 
litical savvy  and  the  marketing  net- 
work. But  ever  since  the  Congolese 
government  nationalized  the  mines 
and  cancelled  the  mineral  rights  of  the 
Union  Miniere  du  Haut-Katanga,  this 
wealthy  member  of  Belgium's  Societe 
Generale  de  Belgique  (SGB)  hasn't 
had  a  lode  to  call  its  own. 

Does  that  mean  Union  Miniere  is  in 
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trouble?  Far  from  it.  Union  Miniere  is 
making  more  money  now,  in  manag- 
ing the  mines  it  once  owned,  than  it 
did  when  it  controlled  all  the  ore  in 
the  metals-rich  Congo. 

The  Hard  Way 

It's  unlikely,  however,  that  anyone 
would  have  predicted  it  would  turn 
out  this  way.  When  Belgium  gave  the 
Congo  its  independence  in  1960,  Moi- 
se  Tshombe  wanted  the  Katanga  prov- 
ince to  secede  from  the  new  Congo 
nation  and  take  Union  Miniere  with 
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cal  grocers  to  display  the  product  in 
the  breakfast  food  section.  It  was,  of 
course,  a  big  success.  Likewise,  Carna- 
tion got  good  display  space  for  its 
Sfender  diet  food.  Buffet  cat  food 
and— just  last  year— for  its  Contadina 
Cookbook  sauces. 

Each  of  Carnation's  five  major  con- 
sumer products— evaporated  milk,  cat 
food,  instant  breakfast,  instant  dry 
milk  and  Slender— is  sales  leader  in  its 
category.  This  success  reflects  the  ex- 
tremely well-balanced  marketing  ma- 
chine that  Carnation  now  is.  In  prod- 
uct development,  packaging,  sales, 
distribution  and  advertising.  Carna- 
tion is  at  least  as  good  as  any  and  far 
better  than  most.  (Sometimes,  of 
course,  such  aggressive  marketing  runs 
into  trouble;  the  Federal  Trade  Com- 
mission recently  said  it  will  charge 
Carnation  with  misleading  advertising 
regarding  instant  breakfast.  However, 
grocers  report  that  the  publicity  hasn't 
hurt  sales.) 

Buying  Headway 

Since  Olson  became  president,  Car- 
nation has  acquired  Contadina.  a  lead- 
ing canner  of  tomatoes  and  fruit; 
Trenton  Foods,  a  Missouri  canner  of 
meat  items;  and  Pet  Inc.'s  35%  interest 
in  General  Milk  Co.,  which  Carnation 
and  Pet  established  in  1919  to  sell 
their  products  overseas.  With  full 
ownership  of  General  Milk,  Carnation 
has  moved  rapidly  to  add  new  prod- 
ucts and  expand  distribution  in  Eu- 
rope, Africa  and  Asia. 

Meanwhile,  Carnation  has  improved 
its  position  in  institutional  foods  with 
a  revolutionary  process  that  permits 
large-can  packing  of  foods  like  sand- 
wich spreads,  which  previously  had  to 
be  packed  in  small  cans  that  were  both 
inconvenient  and  expensive.  And  it 
has  recently  taken  this  same  process 
into  the  consumer  market  with  a  new 


WINNING 
WHERE  IT  COUNTS 

Over  the  last  five  years,  Carnation's 
sales  growth  has  lagged  slightly 
behind  that  of  its  five  major  com- 
petitors—Beatrice Foods,  Borden; 
Fairmont  Foods,  Kraftco  and  Pet. 
But  where  growth  really  counts,  in 
earnings  per  share,  Carnation  has 
far  outdistanced  its  rivals. 


line  of  Spreadables  sandwich  fillings. 

Naturally,  Carnation  has  had  its 
problems,  but  they  have  been  relative- 
ly small.  Some  of  the  120  new  prod- 
ucts introduced  in  the  last  ten  years 
could  only  be  called  failures;  a  case 
in  point  was  its  Bodybuild  diet  supple- 
ment. The  franchising  of  Icecreamland 
stores  has  been  slow,  and  the  compa- 
ny is  losing  interest  in  this  venture. 
Certain  foreign  operations,  like  Brazil, 
have  taken  longer  than  expected  to 
get  into  the  black.  And  Carnation,  like 
other  companies,  was  hurt  by  the  cy- 
clamate  ban,  though  it  neatly  offset 
the  $1.8-million  cost  by  selling  se- 
curities from  its  portfolio  at  a  profit 
and  consolidating  some  affiliates'  in- 
comes. 

None  of  this  has  greatly  hurt  earn- 
ings, however.  Indeed,  as  sales  of  low- 
profit  evaporated  and  fresh  milk  de- 
cline as  a  portion  of  Carnation's  total 
volume,  its  overall  profitability  should 
automatically  increase. 

Danger  Ahead 

The  big  problem  lies  down  the  road. 
Olson  is  now  64;  the  mandatory  re- 
tirement age  (except  for  Stuart)  is 
65.  If  Olson  retires  next  year,  a  second 
Stuart  son,  Dwight  L.  Stuart,  46,  is  in 
line  to  replace  him.  (It's  unlikely  that 
E.H.  Stuart  Jr.,  who  is  now  53,  would 
ever  consider  returning  to  the  com- 
pany. A  third  Stuart  son,  R.  Fullerton, 
51,  was  in  charge  of  the  money-losing 
frozen  food  division,  which  was  sold 
in  1967;  since  then  he  has  been  a 
corporate  assistant  vice  president  with 
no  specific  area  of  responsibility. ) 

If  Olson  does  retire,  how  well  will 
Dwight  handle  the  job?  With  the  kind 
of  success  Carnation  has  had  in  recent 
years,  it  may  be  hard  for  Olson's  suc- 
cessor to  believe  the  company  isn't  in- 
fallible. But  it  will  be  very  easy  in- 
deed for  him  to  prove  it.  ■ 


him.  At  the  time  Union  Miniere  pro- 
vided about  $52  million  annually,  over 
90%  of  Katanga's  revenues  and  Katan- 
ga provided  the  Congo  with  50%  of 
the  nation's  total  revenues.  Fighting, 
with  United  Nations  troops  support- 
ing the  national  government,  eventual- 
ly led  to  Tshombe  negotiating  peace 
in  1963.  Union  Miniere  saw  its  mines 
and  minerals  taken  over  and  its  rev- 
enues shut  off. 

But  just  because  it  had  lost  its 
mines,  worth— it  claimed— $800  mil- 
lion, Union  Miniere  did  not  give  up. 
While  the  Congo  government  under 
President  Mobutu  was  looking  for  new 
partners  for  its  now-government- 
owned  copper  property,  Union  Minie- 
re warned  that  lawsuits  awaited  any- 
one who  attempted  to  buy  the  output. 


Further,  the  Congolese  were  denied 
access  to  the  Union  Miniere  refineries 
and  marketing  outlets  in  Belgium. 

Compromise,  face-saving  and  even- 
tual grudging  cooperation  resulted  in 
Union  Miniere's  sister  company,  Socie- 
te  Generale  des  Minerais,  handling  the 
production  operations  for  the  Congo 
government,  using  Union  Miniere  per- 
sonnel and  technology.  This  arrange- 
ment was  ratified  in  1969  into  a  25- 
year  agreement,  with  Union  Miniere's 
compensation  linked  to  the  level  of 
copper  production  and  world  prices. 
This  contract  is  worth  at  least  $20 
million  a  year  in  revenues  to  Union 
Miniere  at  present  copper  prices. 

Meanwhile,  Union  Miniere  is  look- 
ing for  ways  to  put  that  money  and 
its  hard  cash  to  work.  While  its  geolo- 


gists drill  core  samples  in  a  dozen 
countries,  Union  Miniere's  top  man- 
agement lunches  in  a  dozen  capitals 
with  potential  partners.  Both  are 
searching:  one  for  the  copper  deposits, 
the  other  for  the  right  business  deals. 

"We  have  decided  to  remain  a  min- 
ing company,  and  not  become  a  hold- 
ing company,"  says  Gerard  Van  Schen- 
del,  secretary  to  the  board  of  direc- 
tors. "Nonferrous  metals— that's  our 
specialty,"  he  goes  on.  "We  already 
are  the  third-largest  exploration  com- 
pany in  Canada." 

Which  is  a  long  way  from  being  the 
world's  third-largest  copper  producer. 
But  it  also  proves  that  there  can  be  a 
great  deal  more  to  making  money  in 
the  mining  business  than  owning  your 
own  mine.  ■ 
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Faces  Behind  the  Figures 


Growth  Is  Where  the  Need  Is 

When  big  companies  "redeploy 
their  capital,"  it  usually  means  they 
get  out  of  tired  old  businesses  and 
use  the  money  to  move  into  exciting 
new  ones.  But  here's  mighty  Gen- 
eral Electric,  which  just  sold  its 
computer  business,  moving  into  the 
building  of  railroad  cars. 

If  this  particular  bit  of  redeploy- 
ment sounds  funny  these  days,  rest 
assured  that  the  reasoning  behind 
it  is  neither  funny  nor  dumb.  Bryce 
Wyman,  head  of  GE's  Transporta- 
tion Systems  division,  is  negotiating 
to  buy  the  Budd  Co.'s  subway  and 
commuter  car  business.  GE  and 
Wyman  are  convinced  that  mass 
transit— the  moving  of  people 
through  congested  areas  by  more 
rational  and  less  polluting  means 
than  private  autos— is  going  to  be 
big  business.  Of  course,  so  are  com- 
puters, but  computers  are  highly 
competitive  and  International  Busi- 
ness Machines  has  the  business  in 
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Wyman  of  General  Electric 


a  pretty  tight  grip.  Mass  transit,  by 
contrast,  is  almost  an  orphan.  Gen- 
eral Electric  is  convinced  it  won't 
remajn  an  orphan  and  would  like 
to  be  the  IBM  of  mass  transit. 

Budd  has  been  losing  money 
building  car  shells  at  the  same 
time  as  GE  has  been  making  money 
building  electrical  systems  for 
them.  Moreover,  Budd's  equipment 
hasn't  always  worked  well— as  wit- 
ness the  Metroliner's  "bugs." 

At  the  moment,  Bryce  Wyman's 
transit  business  is  pretty  small.  It 
accounts  for  less  than  1%  of  GE's 
revenues  ($8.4  billion  last  year). 
But  with  36  to  38  cities  in  the  mar- 
ket for  transit  systems  and  with 
those  systems  costing  into  the  hun- 
dreds of  millions  of  dollars  (San 
Francisco's  Bay  Area  Bapid  Transit 
system  alone  is  going  to  cost  $1.3 
billion),  the  stakes  are  high.  In  the 
business,  General  Electric  sees  a 
chance  simultaneously  to  serve  a 
social  need  and  to  advance  its  own 
long-term  growth.   ■ 


The  Market  Is  There 

The  idea  of  making  money  in  edu- 
cation is  a  dream  that  has  become  a 
nightmare  for  more  than  one  big 
company  in  the  last  few  years.  Now 
James  Parton,  57,  president  and 
founder  of  American  Heritage,  is 
going  to  try  his  hand  at  it. 

Parton  will  leave  his  brainchild 
to  head  the  Encyclopaedia  Britan- 
nica  Educational  Corp.,  subsidiary 
of  the  privately  owned  $200-mil- 
lion-sales  (estimated)  Encyclopae- 
dia Britannica,  the  Chicago-based 
publisher.  Like  other  optimists  be- 
fore him,  Parton  believes  that  cor- 
porations can  turn  out  quality  edu- 
cational products— and  make  money 
doing  it. 

"Education  can  be  stuffy  and 
pedantic  and  is  for  the  most  part," 
says  Parton.  "All  that  is  changing." 
One  example  is  an  American  Heri- 
tage LP  record  of  World  War  II 
speeches  by  Churchill,  Chamber- 
lain and  Hitler,  among  others.  Par- 
ton figures  that  the  big  companies 
will  help  him  open  up  education: 
One  avenue  is  the  EVR  market 
(see  p.  13).  "All  the  big  compa- 
nies are  moving  into  home  video 
players:  Sony,  CBS,  RCA,"  he  says. 
"We're  not  going  into  the  hardware 
like  those  companies  are.  Britanni- 
ca has  the  software." 

If  anyone  does  have  the  creden- 


tials to  make  education  interesting 
and  relevant,  it  is  Parton.  Amidst 
dire  predictions  of  failure  he  started 
American  Heritage  with  $64,000  in 
1954.  Within  three  years  the  hard- 
cover, lavishly  illustrated  history 
magazine,  which  carries  no  adver- 
tising, was  making  a  profit. 

Aside  from  American  Heritage, 
Parton  published  history  and  art 
books.  When  his  attempts  to  buy 
G.  &  C.  Merriam,  publisher  of 
Webster's  New  International  and 
other  dictionaries,  failed,  he  sank 
$5  million  into  the  American  Heri- 
tage Dictionary  of  the  English  Lan- 
guage. Last  year  McGraw-Hill 
bought  the  entire  company  for  $8 
million,  keeping  Parton  in  charge. 

In  his  new  job  Parton  will  re- 
port directly  to  William  Benton, 
the  owner  of  Encyclopaedia  Bri- 
tannica. Benton  made  a  fortune  in 
the  advertising  business  (at  Ben- 
ton &  Bowles)  before  he  eventually 
bought  Encyclopaedia  Britannica 
from  Sears,  Roebuck  in  1943.  At 
that  time  it  was  only  marginally 
profitable  and  Benton  pledged  sup- 
port of  his  personal  fortune  to  get 
it  on  its  feet.  Parton  is  counting  on 
privately  held  Britannica,  still 
backed  by  Benton,  to  really  fuel 
the  educational  venture.  "The  uni- 
versities can't  handle  all  the  appli- 
cants, the  economics  of  it  is  against 
them.  There  must  be  new  ways."  ■ 


Parton  of  Encyclopaedia  Britannica 
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Waste-Wafcher 

Sixtyish  Beatrice  Aitchison  looks 
like  anybody's  maiden  aunt.  But 
what  an  aunt!  A  Phi  Beta  Kappa  and 
math  Ph.D.  with  30  years  in  gov- 
ernment. Dr.  Aitchison's  job  is 
combing  the  Post  Office's  S618-mil- 
lion  transportation  budget,  the 
world's  largest,  for  ugly  fat.  In  May 
her  corporate  waste-watching  won 
her  recognition  as  one  of  the  top 
ten  government  workers  ot  the  year 
The  only  woman  in  the  group,  she 
shared  honors  with  moon-walker 
Neil  A.  Armstrong,  w  ith  whom  she 
also  shares  a  government  GS-16  SU- 
pergrade  that  earns  her  $31,857. 
Aitchison's  tiny,  12-man  staff 
tackles  the  Post  Office's  biggest 
transportation  suppliers,  including 
the  top  U.S.  airlines.  They  are  still 
smarting  from  last  year's  encounter 
when  her  five-year  study  convinced 
the  Civil  Aeronautics  Hoard  to  cut 
airline  mail  pay  to  $188  million. 
The  savings  (or— if  you're  an  air- 
line—the loss):  an  estimated  $50 
million.  "The  jet  plains,"  she  ex- 
plains, 'were  more  economical  than 
the  prop  planes  on  whose  opera- 
tions the  rates  were  based.  If  the 
7  17  turns  into  a  short-haul  carrier, 
we'll  take  another  look  " 


Today's  Hippie,  Tomorrow's 
Matron 

If  tou're  a  businessman,  forget 
about  the  teeny-bopper  market, 
says  Philip  M.  Hauser,  director  of 
the  University  of  Chicago's  Popu- 
lation Besearch  Center.  It's  not  long 
for  this  world.  The  big,  emerging 
market,  he  says,  consists  of  the 
young  marrieds  and,  increasingly, 
the  young  middle-aged. 

Hauser  bases  his  prediction  on 
this  fact:  The  teeny-bopper  market 
that  so  intrigued  businessmen  was 
a  product  of  the  post-World  War 
II  baby  boom.  Now  those  teeny- 
boppers  are  entering  their  20s,  get- 
ting married,  having  babies  them- 
selves. "During  the  1960s,"  says 
Hauser,  "there  was  a  42%  popula- 
tion increase  in  the  15-to-19  age 
group  and  a  55%  increase  in  the 
20-to-24  group.  That's  going  to 
drop  in  the  1970s.  The  25-to-35 
group  is  where  the  big  bulge  will 
come  next."  In  other  words,  today's 
hippie  will  turn  out  to  be  tomor- 
row's matron. 

Does  this  forecast  another  baby 


'*  *         Is     > 


Aitchison  of  the  Post  Office 


Her  most  compelling  interest 
these  days  is  Alaska.  She  has  been 
trying  to  straighten  out  the  rates 
paid  for  sending  mail  into  the  bush. 
Grocers  are  using  parcel  post  to 
ship  groceries  by  air  on  a  space- 
available  basis  at  $3.40  per  70 
pounds.  "We  have  to  pay  the  air 


carrier  $22  for  those  70  pounds," 
she  says  indignantly. 

"It's  fun,"  says  Aitchison,  an  ob- 
vious example  of  an  effective  wom- 
an at  a  high  level  in  Government. 
Does  the  stodgy  Post  Office  need  a 
women's  lib  movement?  "Yes,"  she 
shot  back.  "And  it's  coming!"  ■ 


Hauser  of  University  of  Chicago 


boom  like  the  one  that  occurred 
after  World  War  II,  between  1947 
and  1957?  Hauser  thinks  it  does: 
"The  birth  rate  turned  up  last  year 
for  the  first  time  since  1957,  the 
result  of  the  'echo'  effect:  the  first 
postwar  baby  crop  coming  into  re- 
productive age.  The  number  of 
women  who  have  the  most  chil- 
dren—that is,  those  20  to  29  years 
of  age— is  increasing  by  35%  be- 
tween 1968  and  1975." 

Hauser  won't  predict  how  great 
the  boom  will  be.  Anyone  who  at- 
tempts to  predict  the  birth  rate  is, 
he  says,  "either  quite  naive  or  a 
charlatan." 

But  one  thing  he  will  predict: 
In  spite  of  this  country's  population 
explosion,  there  still  will  be  enough 
food  and  enough  land  for  the  next 
two  or  three  decades,  at  least.  New 
miracle  strains  of  rice  and  wheat  as- 
sure the  coming  generation  of  food, 
he  says.  As  for  the  land,  there  is  a 
"population  implosion"  along  with 
the  population  explosion.  People 
are  leaving  the  rural  areas  to  hud- 
dle together  in  the  cities  and  in 
the  suburbs.  ■ 
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Faces  Behind  the  Figures 


Roberts  of  Woodstock  Ventures 


Best  of  Both  Worlds 

At  25,  John  Roberts  has  already 
come  close  to  losing  $1.8  million; 
has  been  attacked  by  his  former 
business  partners  as  greedy  and 
materialistic;  and  has  felt  the  ha- 
tred of  a  small  community  deter- 
mined to  throw  him  out.  He  could 
also  be  making  his  first  million. 

Roberts,  an  opinionated  but  lik- 
able heir  to  a  cosmetics  fortune, 
backed  last  summer's  Woodstock 
music  festival.  Instead  of  the  ex- 
pected 100,000  people,  400,000 
poured  into  the  little  Catskill  town 
of  Bethel,  N.Y.,  choking  the  high- 
ways but  also  creating  a  legend. 

Roberts  got  the  Woodstock  idea 
two  years  ago  when  Michael  Lang 
and  Artie  Kornfeld,  two  hippie  rock 
producers,  suggested  that  he  build 
a  recording  studio  in  Woodstock, 
N.Y.  and  stage  a  rock  festival  to 
launch  it.  "The  time  was  ripe," 
Roberts  says.  "No  festival  had  been 
promoted  the  way  we  promoted 
this  one— you  know,  with  peace  and 
love  and  grass  and  trees  and  space, 
all  of  which  are  indigenous  to  the 
[youth]  culture."  It  was  a  success, 


but  the  success  almost  ruined  Rob- 
erts. After  the  area  was  turned  back 
to  the  cows,  Roberts  and  his  part- 
ners faced  a  mountain  of  lawsuits, 
bills  and  other  claims  totaling  $1.3 
million.  "By  the  end  of  the  festi- 
val," says  Roberts,  "my  partners 
were  saying  to  hell  with  the  money, 
we've  done  a  beautiful  thing."  Rob- 
erts, who  had  put  up  the  money, 
was  seeking  a  more  tangible  return. 

Isn't  that  a  bit  crass  for  one  of 
today's  supposedly  idealistic  young- 
er generation?  Roberts  disagrees. 
"There's  so  much  hypocrisy  in  this 
business,"  he  says.  "It's  just  socially 
and  politically  popular  to  appear 
anticapitalistic.  If  these  kids  knew 
what  I  know  about  their  music 
idols— how  most  of  them  are  so  far 
into  the  capitalistic  bag  the  kids 
say  they  despise— they  would  have 
torn  them  limb  from  limb. 

"Frankly,  I  went  into  business 
and  invested  all  my  money  so  I 
could  make  more  money.  I  also 
happen  to  enjoy  doing  it  and  feel 
it  has  a  socially  redeeming  value." 

At  any  rate,  Roberts'  old  part- 
ners think  he  is  too  crass  for  them. 
Lang  and  Kornfeld  have  split  off 


and  now  accuse  Roberts  on  TV  of 
corrupting  the  Woodstock  ideal. 
Undismayed,  Roberts  had  formed 
Woodstock  Ventures  Co.,  which 
stands  to  make  quite  a  bundle.  It 
has  already  got  $1  million  from 
Warner  Bros.,  for  25%  of  its  "Wood- 
stock" film,  which  Variety  listed 
last  month  as  the  sixth  highest 
grossing  film  in  the  country.  Ven- 
tures will  get  10%  of  the  net  after 
the  film  grosses  $10  million,  and 
also  2.7%  of  the  gross  on  a  Wood- 
stock record  album  that  grossed  $1 
million  in  its  first  two  weeks  and 
may  hit  $15  million  by  fall.  Ven- 
tures has  endorsed  150  products 
from  T-shirts  to  beer  mugs,  draw- 
ing the  line  at  bubblegum  cards. 
Eleven  months  older  and  many 
years  wiser  than  when  he  put  on 
the  first  festival,  Roberts  still  tries 
shakily  to  bridge  the  two  worlds:  "I 
wasn't  interested  in  my  father's 
cosmetics  business,  because  for  me 
there  wasn't  enough  socially  re- 
deeming value.  I  won't  say  that's 
why  I  started  Woodstock,  but  if  it 
hadn't  had  socially  redeeming  value 
I  honestly  don't  think  I  would  have 
been  interested."  ■ 
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The  Forbes  Index 


preliminary 


by  Hanonai  Bureau  ol  Economic  Research 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Depl.  ot  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building'  (Dept.  ol 


Commerce  private  nontarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


APR 138.3 

MAY  138.7 

JUNE 139.4 

JULY  1382 

AUG 137.5 

SEPT.  .137.1 

OCT.  137.2 

NOV 136.3 

DEC.  134.5 

JAN 132.4 

FEB 130.9 

MAR 128.9 

APR 126.7 

MAY  (prel.)    .125.0 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  persona)  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  {U,  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

ByL.O.  Hooper 


Watching  For  A  Trend 


No  one  should  be  surprised  about  the 
behavior  of  the  stock  market.  The 
institutions,  as  well  as  the  public,  have 
had  an  unpleasant  experience  that  has 
lasted  a  long  time.  Most  everyone,  ex- 
cept the  incorrigible  "stockniks,"  is 
disenchanted.  Investors  looking  for  in- 
come can  do  much  better  in  the  bond 
market  where  yields  on  fully  taxable 
bonds  are  at  least  2  percentage  points 
higher  than  on  the  best  yielding 
equities.  Investors  looking  for  growth 
cannot  be  enthusiastic  when  most  so- 
called  growth  companies  are  earning 
less  than  a  year  ago,  and  when  the 
broad  economic  trend  is  flat. 

For  the  stock  market  to  go  dull  and 
uninteresting  after  a  bad  break  and  a 
sharp  rally  is  traditional.  Sometimes 
these  dull  periods,  with  only  an  oc- 
casional few  sessions  of  relief,  have 
lasted  six  months,  12  months  or  more 
than  a  year.  Furthermore,  after  such  a 
severe  break,  we  almost  never  go  back 
into  a  really  big  speculative  bull  mar- 
ket for  years.  We  do,  of  course,  have 
an  investment  market  and  a  market  in 
which  a  few  speculative  stocks  of  ex- 
ceptional merit  do  well. 

Many  people  seem  to  think  that  the 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


institutions  will  behave  differently 
than  the  so-called  public.  Such  rea- 
soning overlooks  the  fact  that  most 
institutional  managers  are  only  human 
and  influenced  by  exactly  the  same 
reasoning  and  environment  as  the  gen- 
eral iuvestor.  Actually,  in  the  recent 
violent  snapback  rally,  the  institutions 
were  decidedly  slower  to  buy  than  the 
jolly  old  public.  There's  no  longer  a 
shortage  of  stocks,  nor  is  there  any 
longer  a  plethora  of  cash  in  the  hands 
of  the  funds,  the  banks  and  other  big 
buyers.  And  the  big  aggregations  of 
investment  funds,  moreover,  can't 
overlook  the  possibility  of  getting  9% 
or  so  on  riskless  bonds. 

Unlikely  Change 

In  brokerage  offices  there  seems  to 
be  the  usual  hope  (it  always  comes 
at  a  time  like  this)  that  somehow  or 
other  President  Nixon,  Dr.  Burns  or 
someone  else  is  about  to  pull  a  rabbit 
out  of  the  hat  and  change  the  at- 
mosphere overnight.  That  is  unlikely 
to  happen.  Most  of  the  things  that 
can  be  done  to  stop  business  deteriora- 
tion and  restore  confidence  carry  with 
them  a  delayed  effectiveness.  Assum- 
ing that  the  emphasis  of  Washington 
policy    changed    from    restriction    to 


stimulation  some  time  in  May  (as  I 
suspect  it  did),  not  much  tangible 
evidence  of  expected  results  is  likely 
to  appear  before  the  fourth  quarter. 
The  only  possible  exception  to  this 
would  be  a  response  to  unmistakable 
and  convincing  evidence  of  easier 
credit,  and  it  is  doubtful  whether  it  is 
possible  or  advisable  to  ease  credit 
enough  to  make  the  evidence  "unmis- 
takable" at  an  early  date. 

We  know,  it  seems  to  me,  that 
earnings  for  the  June  quarter  were 
worse,  in  most  cases,  than  earnings  for 
the  March  quarter;  and  we  should 
know  that  the  showing  for  the  Sep- 
tember quarter  will  be  worse  than  for 
the  June  quarter.  The  December  quar- 
ter, I  believe,  will  be  a  little  better 
than  the  September  quarter  but  not 
as  good  as  December  a  year  ago. 
Earnings  on  the  DJI,  I  have  been  sug- 
gesting, will  be  about  $49  a  share 
this  year  as  against  $57.89  in  1969.  I 
suspect  that  my  $49  estimate  will 
prove  a  little  too  high. 

But  don't  put  the  stock  market  down 
as  a  lost  cause.  If  you  are  shopping 
for  income-type  stocks  now,  you  can 
get  almost  twice  as  much  income  per 
$1,000  as  you  could  have  obtained 
back  in  1968,  and  most  of  the  growth 
stocks  are  selling  at  anywhere  from 
10  cents  to  50  cents  on  a  dollar  as 
against  their  bull-market  peaks.  Some 
of  them,  too,  are  just  as  good,  or  bet- 
ter, than  they  were  when  they  were 
twice  as  high.  Examples  of  this  are 
McCulloch  Oil  (24)  which  is  growing 
faster  than  ever,  General  Develop- 
ment (19),  Sperry-Rand  (27)  and 
Cities  Service  (43). 

Because   practically   everyone   who 
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Do  YOU 

KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  $180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
either  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

•  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  Monday  morning  you  will  receive 
an  informative  bulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mind 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochure  which  explains  in  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  Investment  Portfolio. 


Please   send   me  free   brochure  on   Babson's 
Investment  Advisory  Service.  Dept.  F-306 


Name- 
Street- 
Clty — 


-State- 


— 3AM         £ — 


BABSON'S  REPORTS 
Incorporated 

WELLESLEY  HILLS.  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


has  brought  a  stock  in  in  the  past  18 
months  now  has  a  paper  loss,  there  is 
much  more  emphasis  in  most  people's 
minds  on  safety  than  on  adventure. 
That  explains  why  the  stocks  usually 
described  as  "defensive"  have  de- 
clined less  than  most,  or  actually  have 
advanced  a  bit.  The  defensive  stocks 
are  the  drugs,  the  cosmetics,  the  to- 
baccos (especially)  and  the  utilities.  I 
don't  think  the  banks  should  be  re- 
garded as  defensive  as  some  other 
groups  because  there  is  so  much  lev- 
erage in  bank  stocks. 

A  number  of  letters  have  come  to 
me  from  Forbes  subscribers  who  are 
retired  and  who  want  to  know  what 
to  do.  Some  of  these  people,  of  course, 
bought  stocks  as  a  hedge  against  in- 
flation, and  of  late  the  hedge  has 
hedged  in  the  wrong  direction.  They 
are  puzzled  as  to  what  to  do  now. 

Of  course  there's  no  doubt  that  a 
higher  current  income  can  be  ob- 
tained in  bonds  than  in  stocks;  and  it 
is  my  opinion  that  the  net  apprecia- 
tion in  most  common  stock  portfolios 
over  the  next  year  or  so  won't  be  out- 
standing. I  don't  like  to  give  answers 
in  this  column  on  a  mass  basis.  What 
would  be  good  advice  to  one  retired 
person  would  not  be  good  advice  for 
another  in  different  circumstances.  I 
do  think  that  this  is  no  time  for  retired 
people  to  put  money  into  speculative 
stocks  or  into  growth  stocks. 

The  equities  which  qualify  best  for 
retired  people  are  the  standard  invest- 
ment stocks  like  Standard  Oil  of  New 
Jersey,  Gulf  Oil,  General  Motors  and 
some  of  the  better  quality  electric 
utilities.  Many  of  the  more  conserva- 
tive mutual  funds  qualify  too;  but  re- 
tired people  should  avoid  the  new 
"performance"  oriented  funds. 

Why  do  I  make  special  mention  of 
Cities  Service,  which  lately  has  been 
around  43?  Earnings  this  year  should 
be  $4.40  a  share  or  better  with  cash 
flow  perhaps  $9  or  $10  a  share.  The 
company  has  a  large  interest  in  At- 
lantic Richfield  common  (around  52), 
about  0.11  shares  of  Atlantic  Rich- 
field for  each  common  share  of  Cities 
Service.  Common  capital  was  reduced 
about  11.5%  through  an  exchange  of 
CS  shares  for  ARC's.  The  company's 
fertilizer  flavor  is  marked,  and  the  fer- 
tilizer business  is  improving.  The  stock 
is  down  from  a  high  of  80  last  year 
and  pays  $2.20  a  year. 

Indeed,  it  seems  to  me  that  some 
of  the  very  best  investment  values 
now  available  are  in  the  quality  oils, 
the  shares  of  the  larger  oil  companies. 
Continental  Oil  (23),  paying  $1.50,  is 
expected  to  earn  $2.90  to  $3  a  share 
this  year;  Mobil  Oil  (45),  paying 
$2.40,  carries  an  earnings  estimate  of 
$4.60;  Standard  Oil  of  California 
(41),  paying  $2.80,  should  earn  $4.45 
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or  so;  Standard  Oil  of  Neio  Jersey 
(54),  paying  $3.75,  is  one  of  the 
world's  largest  companies,  is  splendid- 
ly diversified  and  is  expected  to  earn 
$5.75;  Gulf  Oil  (24),  paying  $1.50, 
should  earn  $3;  and  Union  Oil  of  Cali- 
fornia (25),  paying  $1.60,  carries  an 
earnings  estimate  of  $3. 

Every  one  of  these  quality  equities 
carries  a  price/earnings  ratio  of  less 
than  10  times  and  offers  a  generous 
dividend  return.  None  of  these  com- 
panies is  going  out  of  business,  and 
none  is  dependent  on  a  single  geo- 
graphical area  for  either  production  or 
markets.  Furthermore,  every  one  of 
these  companies  is  "an  institution" 
rather  than  a  mere  "venture,"  and  that 
is  important. 

I  am  not  recommending  the  pur- 
chase of  many  electronic  issues  right 
now  because  I  don't  trust  the  earnings 
estimates  of  most  of  them,  and  be- 
cause I  don't  see  any  good  reason  to 
buy  most  of  them,  even  at  as  little  as 
10  times  earnings.  In  most  cases,  the 
plus  element  is  lacking;  and  there  are 
minus  elements  in  many  of  them  be- 
cause of  less  government  procure- 
ment, lack  of  earnings  growth,  or  pre- 
viously padded  earnings  due  to  now 
questioned  accounting  practices.  This 
is  an  investment  area  that  was  crude- 
ly overexploited. 

Avoid  Conglomerates 

Some  of  the  conglomerate  stocks 
had  a  nice  rise  in  the  snapback  from 
May's  market  collapse.  I  don't  like  to 
follow  strength  in  this  group.  In  many 
cases  it  will  be  necessary  to  sell  off 
some  of  the  best  assets  at  deflated 
prices  in  order  to  meet  pressing  debts. 
At  the  time  of  the  boom  we  were  told 
that  two  and  two  could  make  eight. 
Perhaps  now  the  parts  will  be  worth 
more  than  the  whole;  but  the  trouble 
here  is  funny-money  preferred  stocks 
and  bonds  ahead  of  the  common  and 
complicated  capitalizations. 

Dart  Industries  (29)  may  be  more 
interesting  than  most  fast-growth 
stocks,  partly  because  so  much  of  the 
company's  business  is  consumer-ori- 
ented. Among  the  company's  assets  is 
1.5  million  shares  of  Minnesota  Mining, 
worth  more  than  $6  a  share  at  recent 
prices.  Direct  selling  (Tupperware, 
Vanda  Beauty  Products,  West  Bend, 
etc.)  items  last  year  contributed  36!? 
of  sales  and  48%  of  pretax  income. 
Net  this  year  is  being  estimated  in  the 
$2.20-a-share  range.  This  is  a  sizable 
company  with  sales  at  around  $700 
million  even  after  eliminating  Rexall. 

Don't  expect  too  much  of  the  stock 
market  this  summer.  Volume  is  quite 
sure  to  be  restricted,  and  investors  are 
still  cautious.  There  is  no  assurance 
that  the  May  lows  in  the  DJI  may  not 
be  tested  again  before  autumn.  ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Base  -  Building  Problems 


In  the  wake  of  the  brief  but  ex- 
traordinarily powerful  rally  from  the 
May  panic  lows,  most  observers 
seemed  to  agree  that  it  will  be  a  long 
time  before  investors  recover  confi- 
dence in  common  stocks. 

To  the  technical  analyst,  the  pro- 
cess whereby  confidence  is  restored  is 
known  as  "building  a  base."  Major 
bases  from  which  bull  markets  emerge 
usually  take  months  to  build.  Broadly 
speaking,  they  unfold  as  the  major  av- 
erages trace  out  a  relatively  wide 
trading  range,  which  includes  the  final 
bear-market  low. 

No  two  such  bases  in  the  past  have 
been  exactly  alike.  In  some  instances, 
the  final  bear-market  low  was  estab- 
lished early  in  the  base-building  pro- 
cess. This  seems  to  be  the  pattern  after 
exceptionally  violent  and  deep  price 
collapses,  such  as  those  of  1946,  1957 
and  1962.  Following  an  initial  recov- 
ery, the  real  bear-market  low  is  tested 
more  or  less  closely,  sometimes  vio- 
lated briefly  by  a  modest  margin  and 
without  convincing  selling  pressure. 
The  rally-and-test  sequence  may  have 
to  recur  more  than  once,  until  inves- 
tors finally  are  persuaded  that  the 
bear  market  is  over  and  begin  to  look 
at  the  brighter  aspects  of  current  and 
prospective  developments. 

A  Secondary  Low 

Some  bear  markets— those  of  1953, 
1960  and  1966,  for  example— ended 
with  relatively  brief  and  marginal  de- 
clines to  new  lows  that  could  be  char- 
acterized as  "false"  moves.  In  those 
instances,  investor  confidence  appar- 
ently had  begun  to  revive  before,  and 
continued  to  grow  after,  the  last,  not 
too  traumatic,  downswing.  As  a  result. 
the  final  bear-market  lows  of  those 
years  were  posted  near  the  midpoint 
of  the  base  periods  and  were  never 
closely  tested  again.  Much  of  the  base 
building  had  been  done  in  the  late 
stage  of  the  respective  bear  markets, 
and  new  bull  markets  could  emerge 
with  comparative  ease. 

The  shock  and  extent  of  the  April- 
May  price  collapse  from  Dow  800  to 
628  have  placed  the  market  in  a  situa- 
tion that  is  probably  more  like  the 
1946,  1957  and  1962  cases  than  the 
others  cited  above.  If  so,  by  far  most 
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of  the  base  building  is  still  to  be  done, 
including  at  least  one  test  of  the  May 
lows,  possibly  a  "secondary"  low— un- 
der reduced  selling  pressure— not  too 
far  under  Dow  628.  However,  as  this 
is  being  written,  I  suspect  that  the 
very  first  test  can  be  successful,  if  only 
because  the  initial  bounce  of  nearly 
100  Dow  points  provided  enough 
scope  for  immediate  get-me-off-the- 
hook  liquidation  to  exhaust  itself 
above  the  May  lows.  On  the  other 
hand,  I  can't  see  any  persuasive  reason 
now  why  the  market  should  rise  be- 
yond Dow  720-740  at  any  time  soon, 
so  the  best  I  can  visualize  for  the  in- 
termediate term  are  trading  swings 
across  much  or  most  of  a  100-Dow- 
point  range.  The  process  should  pro- 
vide us  with  clues  to  whether  a  major 
base  can  indeed  unfold  in,  roughly, 
the  630-740  range. 

Meanwhile,  one  technical  reason 
for  thinking  that  a  lot  of  base  work 
would  still  have  to  be  done  to  support 
a  new  bull  market  stems  from  the  fact 
that  round-lot  investors,  as  a  group, 
were  net  sellers  of  stock  on  the  New 
York  Stock  Exchange  on  relatively  few 
occasions  during  the  long  decline  since 
December  1968.  For  the  period  as  a 
whole,  they  bought  more  stock  than 
they  sold.  No  doubt,  this  reflects  mainly 
the  continuing  net  purchases  by  in- 
stitutional investors.  A  similar  trend 
was  apparent  throughout  the  1962 
bear  market.  After  the  year's  final  low 
had  been  posted,  the  mutual  funds 
rebuilt  liquidity  by  selling  stock  on 
balance  for  three  months,  thereby 
prolonging  and  reinforcing  a  new  ma- 
jor stock-market  base,  which  they  then 
helped  complete  by  aggressive  net 
buying  toward  year's  end. 

In  the  1966  bear  market,  on  the 
other  hand,  round-lot  investors  were 
net  sellers  most  of  the  way  down, 
with  the  mutual  funds  liquidating 
more  stock  than  they  bought  in  the 
final  three  months  of  the  decline.  All 
this  net  selling  before  the  bear-market 
low  presumably  established  such  a 
radically  oversold  technical  condition 
in  the  market  at  large  that  even  the 
pressure  of  year-end  tax  selling  failed 
to  produce  a  close  test  of  the  final 
bear-market  low.  Despite  this  year's 
April-May  panic  selling,  no  compara- 
bly favorable  technical  situation  can 
be  recognized  now.   ■ 


A  NO-LOAD  Mutual  Fund 

R0WE  PRICE 
NEW  ERA 
FUND,  inc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 
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KAMPGR0UNDS  FRANCHISE 

A  moneymaker!  Largest  international  system  of 
franchisee!  campgrounds,  produces  exceptional 
earnings  from  modest  investment.  Strong  na- 
tional advertising,  proven  operating  methods. 
Over  300  campgrounds  now  operating,  another 
300-plus,  in  construction,  planning  stages.  In* 
quire  now  while  top  franchise  locations  are  still 
available: 

KAMPGROUNDS  OF  AMERICA,  INC. 

P.  O.  Box  1138-F 

Billings,  Montana  59103 


Elk,  deer,  bear  and  mountain  lions  range 
on  168,000  acres  in  the  sun-drenched 
Colorado  Rockies.  One  of  the  greatest  pop- 
ulation densities  of  trophy  elk  and  deer 
anywhere.  This  is  private  land  unchanged 
by  time  and  unmatched  for  big  game  hunt- 
ing. Fantastic  hunter/success  ratio.  Guided 
hunts  —  $500  and  up  plus  lodging.  Write 
for  full  color  brochure. 

FORBES  TRINCHEHA  RfiNCH 

P.O.  Box  149,  Fort  Garland,  Colorado  81133 
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How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000— on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year  "performance  record,"  and  how 
it  may  help  you  now,  simply  writeDept.M-11. 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  mi8i 

Investment  Management    .    Incorporated  1936 


Dividend 

on 

common 

shares 

The  Board  of  Directors 
of  Columbus  and 
Southern  Ohio  Electric 
Company,  on  May  27, 
1970,  declared  a  divi- 
dend of  forty-four  cents 
(440)  per  share  on  the 
outstanding  Common 
Shares  of  the  Corpora- 
tion, payable  on  July 
10,  1970  to  sharehold- 
ers of  record  at  the 
close  of  business  on 
June  25,   1970. 

G.  C.  SHAFER, 
Secretary 


COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Members  New  York  Slock  Exchange 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Reappraisal 

Hardly  anyone  had  high  expecta- 
tions for  1970  at  the  beginning  of  the 
year.  The  economy  had  begun  to  show 
signs  of  slipping;  inflation  was  still  ac- 
celerating; a  restrictive  monetary  pol- 
icy was  keeping  credit  very  tight  and 
interest  rates  were  at  peak  levels.  It 
was  the  consensus  that  the  first  half 
of  the  year  would  be  pretty  bad  with 
business  activity  declining,  unemploy- 
ment rising  and  corporate  profits 
shrinking.  While  the  word  "recession" 
was  being  used  frequently  to  describe 
the  outlook,  most  people  thought  in 
terms  of  a  mini-recession,  a  temporary 
dip,  a  cooling-off,  a  slowdown  which 
might  last  a  few  months.  The  low 
point  was  to  be  reached  by  mid-year 
with  progressive  improvement  in  the 
second  half,  and  after  that  resumption 
of  growth  and  prosperity. 

Are  these  expectations  still  valid  to- 
day? I  doubt  it.  Nothing  has  gone 
right  this  year,  and  in  all  respects  the 
situation  is  considerably  worse  than 
had  been  anticipated. 

The  recession,  so  far,  is  not  of  major 
proportion,  but  as  it  progresses  some 
serious  weakenesses  which  had  not 
been  anticipated  become  apparent. 
We  knew  that  profits  would  be  lower, 
but  the  drop  in  corporate  earnings  is 
surprisingly  great.  As  sales  volume  lev- 
els off  or  even  declines,  while  costs, 
especially  for  labor,  are  still  rising,  the 
profit  squeeze  will  intensify.  Instead 
of  the  hoped-for  improvement  in  the 
second  half,  beginning  in  the  third 
quarter,  we  now  must  project  further 
deterioration  of  earnings. 

Far  more  serious,  however,  is  the 
evidence  of  financial  difficulties  of 
some  major  corporations.  It  came  as 
a  shock  to  learn  that  the  asset-rich 
Penn  Central  had  suffered  such  fright- 
ful losses  that  it  was  no  longer  credit 
worthy  and  had  to  appeal  for  govern- 
ment assistance  in  order  to  meet  its 
payroll  and  other  obligations. 

While  Ling-Temco's  troubles  were 
neither  unexpected  nor  undeserved, 
the  desperate  financial  position  of 
Lockheed,  one  of  the  foremost  aero- 
space companies,  makes  one  wonder 
who  else  is  in  a  similar  predicament.  A 
major  airline,  maybe?  These  problems 
arc  not  confined  to  industrial  or  trans- 
portation  companies.   General   Public 
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Utilities,  with  a  candor  rare  among 
managements  of  public  utilities,  stated 
openly  that  it  does  not  know  how  to 
raise  the  vast  sums  required  for  ur- 
gently needed  generating  equipment. 
How  safe  is  its  $1.60  dividend  rate? 

The  Minor  Evil 

If  major  corporations  find  it  difficult 
to  maintain  adequate  liquidity  for  the 
daily  conduct  of  their  affairs,  one  can 
visualize  the  problems  of  smaller  busi- 
nesses whose  survival  is  not  important 
enough  for  Uncle  Sam  to  come  to  the 
rescue.  The  Federal  Reserve  has  re- 
alized that  the  risk  of  corporate  il- 
liquidity  threatens  to  assume  crisis 
proportions.  Accordingly,  it  is  now  in- 
creasing the  money  supply  at  a  rate 
which  would  have  been  considered 
outrageously  inflationary  just  a  few 
months  ago.  At  the  moment,  however, 
it  is  of  paramount  importance  to  pro- 
vide the  banks  with  adequate  loanable 
funds  to  prevent  too  many  wheels 
from  coming  to  a  halt.  (Realists,  or 
cynics,  if  you  will,  have  been  saying 
that  when  it  comes  to  a  showdown  we 
will  accept  inflation  as  the  minor  evil 
rather  than  risk  a  serious  slump.) 

Even  if  the  banking  system  can 
avert  large-scale  corporate  liquidity 
problems,  as  I  expect,  it  is  difficult  to 
visualize  a  significant  upturn  in  busi- 
ness activity  during  the  next  few 
months.  Projections  of  capital  expendi- 
tures are  being  lowered  as  corpora- 
tions are  cutting  back  on  such  out- 
lays, either  because  they  now  believe 
it  untimely  and  imprudent  to  expand, 
or  simply  because  the  necessary  funds 
are  unavailable  or  too  expensive. 

Consumer  spending  will  be  held 
down  by  the  rise  in  unemployment  as 
well  as  the  all-pervading  effect  of  the 
stock  market  crash.  Furthermore,  un- 
less our  monetary  authorities  are  com- 
pletely blind,  they  should  restrict  con- 
sumer credit  in  order  to  offset  the 
inflationary  effects  of  the  increase  in 
the  money  supply  necessitated  by  the 
threat  of  a  liquidity  crisis.  Banks,  ap- 
parently, still  prefer  to  grant  vacation 
loans  to  individuals  at  18%  than  to 
give  urgently  needed  credit  to  a  strug- 
gling businessman  at  12%.  Just  to  give 
an  idea  of  the  magnitude  of  consumer 
credit;  Sears'  receivables  now  stand  at 
$3.6  billion,  or  40%  of  sales! 

Are  there  no  hopeful  signs  at  all?  I 
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*believe  that  the  one  and  most  impor- 
tant reason  for  some  degree  of  op- 
timism i>  the  apparent  fact  that  Presi- 
dent Nixon  has  become  more  fully 
aware  of  the  close  interrelationship 
between  Vietnam,  social  and  political 
tensions,  business  conditions  and  the 
stock  market.  The  key.  obviously,  is 
Vietnam,  which  must  be  de-escalated 
and  terminated  at  almost  any  price  if 
we  are  to  avoid  major  calamities  at 
home.  Nixon  knew  that  when  he  was 
campaigning  for  the  presidency  two 
years  ago.  Is  it  possible  that  he  has 
forgotten  this?  Or  has  he,  like  his 
predecessors,  been  taken  in  by  the 
persuasive  powers  of  the  generals 
whose  one-sided  views  and  unwar- 
ranted confidence  in  our  military 
prowess  has  led  us  deeper  and  deeper 
into  a  hopeless  quagmire? 

Don'f  Jump  the  Gun 

Although  the  market  has  given  in- 
termittent signs  of  life,  the  main  in- 
gredient for  a  sustained  advance, 
namely  confidence  in  the  future,  is  still 
tacking  If  we  take  a  very  long-range 
view,  stocks  are  cheap,  but  cheap,  like 
value,  is  a  relative  concept.  American 
Tel  &  Tel,  down  ova  l">'e  from  its 
pears-ago  high,  teems  most  ir.isonable 
at  10  times  earnings  and  yielding 
65i£;  but  the  9.5%  yield  on  highest- 
quality  bonds  is  "in.  greater!  Some  20 
years  ago,  when  the  pie-split  Tele- 
phone was  paying  its  perennial  $9 
dividend,  the  stock  was  yielding  much 
more  than  twice  as  much  as  good 
bonds.  Seen  in  its  historic  perspective, 
AT&T  is  not  as  cheap  as  it  appears. 

In  the  1960s,  investors  paid  high 
prices  for  stocks  because  equities  were 
presumed  to  be  good  inflation  hedges. 
They  have  learned  that  this  is  only 
partially  true,  and  that  the  hedge 
function  becomes  a  complete  illusion 
when  the  authorities  make  a  deter- 
mined effort  to  curb  inflation.  Except 
for  continuing  lip  service,  these  efforts, 
one-sided  and  ineffectual  as  they  have 
been,  are  now  being  relaxed,  if  not 
suspended  altogether.  This  may  prove 
to  be  a  plus  factor  for  the  market 
which  could  offset  the  negative  factors 
of  declining  earnings  and  a  generally 
dismal  business  outlook. 

Wall  Street's  mood  is  usually  at  its 
lowest  ebb  when  stock  prices  are 
scraping  bottom.  The  mood  could 
hardly  be  gloomier  than  it  is  right  now. 
Quite  possibly  this  bear  market  will 
bottom  out  this  summer,  but  don't 
take  this  for  granted  and  jump  the 
gun.  The  investor's  main  task  should 
be  to  upgrade  the  quality  of  his  hold- 
ings. In  such  difficult  times,  invest- 
ments should  be  confined  to  firms 
with  a  capable  management,  a  conser- 
vative capital  structure,  solid  financial 
strength  and  predictable  earnings.   ■ 


If  you've  lost  money 

in  the  stock  market. 

read  this: 

Is  your  portfolio  worth  less  right  now  than  it  was  a  year  ago? 

Then  perhaps  you  ought  to  abandon  the"do-it-yourself"approach 

in  favor  of  full-time  professional  investment  management  — the  kind 

offered  by  Wallace  Forbes  &  Partners. 

Our  program  was  developed  by  Wallace  Forbes, former  President  of 

the  Forbes  Investors  Advisory  Institute.  It  offers  the  person  with  from 

$10,000  -$150,000  to  invest  the  advantages  which  have  traditionally 

been  available  only  to  institutional  investors  and  the  extremely  wealthy. 

For  further  information,  write  for  a  complimentary  copy 

of  our  1 2-page  brochure. 
i 1 

Gentlemen:  Please  send  me  your  brochure. 
Name 


I 

I 
I 
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Address- 
City 


State. 


-Zip- 


Wallace  Forbes  &  Partners,  Inc. 

Investment  Management 
Dept.  U  3 , 2  West  45  St.,  New  York,  N.Y.  1 0036  Tel.  MO  1  -76 1 0 


NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

100%  of  your  money  is 
invested  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  aerospace 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 
ENERGY  FUND  is  a  qualified 

investment  under  Keogh  Act. 


APPROVED  MODEL 
CORPORATE   PROFIT 
SHARING   PLAN 


RALPH  E.  SAMUEL  I  CO.,  Distributor 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,  New  York  10004  Oept.  F 

(212)  344-5300 

Please  send  me  the  Free  prospectus 

and  literature  on  ENERGY  FUND. 

NAME 

ADDRESS 


-ZIP. 


T.R0WE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

t.  mo 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

M0  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


|  T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

■   One  Charles  Center,  Dept.B 
Baltimore,  Md.  21201 
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What  Is  The  Potential  For 

A.  T.ST.  WARRANTS? 

In  a  comprehensive  and  explicit  Report  on  A.T.&T. 
Warrants,  Sidney  Fried,  a  noted  authority  in  the 
Warrants  field  for  more  than  20  years,  answers 
the  questions:  Is  A.T.&T.  a  staid  "widows  and 
orphans"  stock,  or  is  it  now  actually  an  exciting 
growth  company  with  large  potential?  And  are  the 
new  A.T.&T.  Warrants  merely  a  good  opportunity, 
or  are   they  potentially  a   superb  opportunity? 

The  Report  thoroughly  describes  the  Warrants, 
spelling  out  how  the  new  A.T.&T.  Warrants  can 
produce  leveraged  profit  for  any  upside  move  of 
A.T.&T.  common.  Downside  risks  are  also  ex- 
amined, and  weighing  potential  gain  against  po- 
tential risk,  Mr.  Fried  comes  up  with  a  recom- 
mendation you  will  not  want  to  miss.  Sidney 
Fried's  masterful  analysis  of  A.T.&T.  common  stock 
itself   is   completely   deserving   of   your   attention. 

Since  1952,  Sidney  Fried  has  edited  our 
R.H.M.  Warrant  &  Stock  Survey,  evaluating  first 
dozens,  then  hundreds  of  Warrants  in  every  issue. 
Today,  our  Survey  covers  254  Warrants  on  a 
weekly  basis,  including  such  top  companies  as 
AMK,  Atlantic  Richfield  Oil.  Avco,  Gulf  &  Western. 
Hilton  Hotels,  Ling-Temco,  Loew's,  Tenneco,  and 
many  others,  and  we  will  send  along  with  the 
"Report  on  A.T.&T.  Warrants",  full  statistical  in- 
formation on  all  these  254  Warrants.  We  will  also 
thoroughly  outline  a  method  by  which  you  can  prof- 
it from  the  hundreds  of  Warrants  currently  trading. 

This  entire  package  will   be  sent  to  you   by  re- 
turn  first   class   mail    for   only   $2.     /^f\^. 
and    in    addition    to    its    immediate      fJ-lu) 
value    for    you,    will    introduce    you     \\J|  |f// 
to  our  services.  "^tmn* 

Send  $2  today  to  Warrants,  Dtpt.  F  803, 
R.H.M.  Associates,  220  Fifth  Ave.,  N.Y.,  NY.  10001. 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
at   10.5%    net   and   higher. 

mexletter 

INVESTMENT  COUNSEL-HAMBURGO  165 
MEXICO  6,  D.F.     TEL.  5-11-43-06 


OTC   INVESTMENT   INFORMATION 

is  what  OVER-THE-COUNTER  SECURITIES  REVIEW  pro- 
vides, in  unmatched  quality  and  quantity.  As  in  the  past 
(Xerox,  Polaroid  et  al),  the  OTC  market  is  still  the  in- 
vestment incubator  for  the  growth  companies  of  tomor- 
row. The  market  panic  has  plunged  the  prices  of  many 
OTC  companies  to  levels  not  seen  in  years  To  be  "in 
the  know"  on  OTC  securities  send  $12  for  one  year  (12 
issues)  or  $7.50  for  half  year  (6  issues)  of  OTC  SE- 
CURITIES REVIEW    Make  check  payable  to: 

OVER-THE-COUNTER  SECURITIES  REVIEW 

(including  Listed  Securities  Review) 
Dept.  V  Jenkintown,  Pa.   19046 

P.S.  An  additional  $10  will  bring  you  NEW  ISSUES- 

1969.  detailing  1.000  hard  to  find  OTC  companies. 

including  many  low-priced  issues. 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Natural-Resource  Stocks 


During  the  last  days  of  May  and  the 
beginning  of  June  we  had  what  was 
undoubtedly  the  most  convincing  six- 
day  rally  since  the  market  started  its 
decline  more  than  18  months  ago.  The 
financial  community  breathed  a  huge 
sigli  of  relief,  one  which  reverberated 
in  financial  centers  all  over  the  world. 

Many  markets  abroad  were  adverse- 
ly affected  by  the  continuous  decline 
in  our  market— aside  from  any  funda- 
mental difficulties  in  their  own  coun- 
tries. In  my  column  on  the  first  of  Jan- 
uary I  mentioned  that,  in  my  opinion, 
Japan  and  Australia  offered  the  great- 
est potential  for  investors  during  the 
next  decade.  The  action  of  these  mar- 
kets for  the  following  two  months  or  so 
was  extremely  strong,  in  spite  of  devel- 
opments elsewhere.  Bernie  Cornfeld, 
the  controversial  head  of  I.O.S.,  at  a 
meeting  of  institutional  investors  in 
New  York  in  February,  voiced  similar 
sentiments.  And  thereby  hangs  a  tale. 

When  markets  decline  and  when  a 
monetary  squeeze  is  in  effect,  people 
in  need  of  cash  will  sell  anything  that 
is  readily  marketable  to  raise  funds. 
Thus  some  distress  selling  in  the  U.S. 
of  Australian  and  Japanese  stocks  has 
taken  place  for  some  time.  Until  re- 
cently, this  selling  could  be  absorbed. 
However,  when  our  markets  tumbled 
in  April  and  early  May,  and  when  die 
unloading  of  slocks  became  a  major 
factor  in  all  markets,  I.O.S.  must  also 
have  sold  in  the  Australian  and  Japa- 
nese markets,  causing  further  havoc. 
The  inherent  values,  however,  remain 
unchanged.  Thus  this  may  offer  a  good 
opportunity  to  bargain  hunters  with 
spare  cash  (and  patience)  to  make 
profitable  purchases. 

One  cannot  cease  to  wonder  at  the 
discoveries  ol  natural  resources  in 
Australia  during  the  last  decade.  And 
exciting  discoveries  are  continuing  to 
be  made  in  all  kinds  of  minerals.  A 
few  weeks  ago  old  favorites  of  this 
column,  Santos  and  Delhi,  discovered 
through  a  farm-out  what  is  undoubt- 
edly a  very  exciting  new  gas  field  rich 
in  liquids— just  how  rich  will  have  to 
wait  for  tests  and  additional  drilling, 
While  it's  too  early  to  say,  original 
announcements  in  Australia  by  the 
drillers  (not  Santos  or  Delhi)  did  men- 
tion oil.  Should  oil  he  present,  this 
group  will  unquestionably  have  add- 
ed   something    even    more    profitable 


"  to  their  present  productive  gas  fields. 
Broken  Hill  Proprietary  still  remains 
a  very  interesting  way  of  participating 
in  the  country's  general  growth.  Its 
primary  business  of  iron  and  steel  is 
bound  to  be  affected  by  any  increase 
in  construction,  and  its  huge  oil  and 
gas  discoveries  of  recent  years  are  be- 
ginning to  add  to  profits.  The  poten- 
tials in  other  minerals  are  impressive. 

Investigate  Further 

In  the  mining  field  I  would  like  to 
mention  two  companies  which  demand 
further  investigation  from  any  readers 
who  may  be  interested.  I  find  mining 
companies,  in  view  of  the  fluctuation  in 
the  price  of  most  mining  products,  .ex- 
tremely difficult  to  evaluate.  By  far 
the  best  course  is  to  mention  some 
names  with  some  of  their  possibilities 
to  allow  interested  investors  to  dig 
further  for  information  on  them. 

Western  Mining  was  formed  about 
40  years  ago  for  gold  exploration.  It 
has  had  success  in  this  field  in  the  past, 
but  in  the  last  decade  or  so  attracted 
wide  attention  as  Australia's  first  dis- 
coverer of  valuable  nickel  deposits.  It 
is  already  a  large  producer  of  nickel, 
and  is  expanding  its  facilities.  It  has 
a  20%  interest  in  Alcoa's  Australian 
aluminum  ventures.  With  other  part- 
ners, it  is  interested  in  other  mining 
ventures,  including  talc  and  iron  ore, 
to  mention  two.  This  company  is  one 
ol  the  heavyweights  of  the  Australian 
market— there  are  70  million  shares 
outstanding— and  the  stock  enjoys  a 
good  market  in  Australia  and  London. 
The  market  in  New  York  is  not  too 
well  developed,  but  there  is  never  any 
difficult}  in  trading  in  the  stock.  Amer- 
ican-owned shares  are  around  14,  vs. 
20  a  few  months  ago. 

The  other  mining  concern,  VAM 
Ltd.,  is  smaller  than  Western  Mining. 
American  activity  in  this  stock  has 
been  strong  enough  to  justify  the  is- 
suance of  ADRs.  This  stock  is  cur- 
rently available  at  around  2M.  Its  in- 
terests range  from  oil  and  gas  explora- 
tion to  copper  and  gold.  It  has  recent- 
ly had  very  rich  discoveries  in  those 
metals,  and  is  a  large  producer  of  an- 
timony. It  is  prospecting  for  nickel. 
Management  is  very  aggressive,  and 
so  far  has  had  a  good  degree  of  suc- 
cess. Substantial  earnings  should  start 
coming  in  in  the  very  near  future 
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WALL  STREET  VIEW 

By  Charles  Rolo 


Growth  Is  Not  Dead 


It's  hard  to  be  brave  these  days  but 
the  fact  remains:  This  year's  brutal 
market  shakeout  has  created  an  op- 
portunity to  buy  established  growth 
stocks  without  paying  inordinately 
high  multiples. 

In  the  strong  markets  of  the  1960s, 
growth  stocks— and  I  don't  mean 
simply  the  highfliers— generally  com- 
manded forbidding  price/earnings  ra- 
tios. To  be  specific,  the  150  stocks 
listed  in  "America's  Fastest  Growing 
Companies"  (a  monthly  survey  pub- 
lished by  John  H.  Herold  Inc.)  pe- 
riodically had  an  average  P/E  ratio 
of  40  or  more.  Last  October,  when 
the  bear  market  was  in  its  tenth  month, 
the  average  P/E  ratio  of  the  AFGC 
list  was  still  a  very  high  32.  But  in 
April  and  May  of  this  year,  even  the 
growth  stocks  with  healthy  earnings 
took  a  considerable  tumble.  The  mar- 
ket price  of  the  AFGC  list  was  recent- 
ly down  33%  from  its  bull  market  high 
and  the  average  P/E  ratio  was  20. 

The  record  shows  that  the  sounder 
growth  issues  have  invariably  snapped 
back  after  major  market  declines  and 
have  gone  on  to  make  new  highs.  So 
it  seems  to  me  that  now  is  the  time 
for  growth-minded  investors  to  pre- 
pare their  shopping  list  and  to  set 
buying  targets  for  the  periods  of 
weakness  which,  in  all  probability,  still 
lie  ahead.  (It's  hard  to  see  a  bull  mar- 
ket taking  shape  until  there's  concrete 
evidence  of  improvement  in  the  dismal 
economic  and  monetary  picture.) 

Yes,  I  know  the  problems.  Few 
people  were  astute  enough  to  pull  out 
of  the  market  when  the  going  was 
good  and  stubbornly  remain  in  cash. 
Most  investors  are  sitting  on  sizable 
losses.  Thus,  any  new  commitments 
involve  agonizing  switch  decisions. 
There's  no  easy  answer  to  this  dilem- 
ma, but  you  must  face  it.  You  must 
bite  the  bullet.  If  you  wait  for  a  re- 
covery in  holdings  which  look  inordi- 
nately depressed,  you  risk  missing 
out  on  what  is  probably  a  rare  buying 
opportunity  in  the  growth  sectors. 

In  previous  columns,  I  have  fre- 
quently questioned  the  view  that  the 
so-called  cult  of  growth  is  dead.  I've 
cited  a  variety  of  reasons  for  believing 
that  the  case  is  stronger  than  ever  for 
investing  in  companies  which  appear 

A  guest  columnist,  Mr.  Rolo  is  co-director  of  the 
Research  Dept.  of  the  NYSE  firm  of  H.  Hentz  &  Co. 


to  offer  consistent  and  above-average 
growth.  (These  companies,  with  some 
notable  exceptions,  are  not  to  be  found 
within  the  labor  intensive  industries, 
whose  profitability  is  being  relentlessly 
eroded  by  rising  labor  costs.)  In  short, 
my  theme  has  been  that  in  the  long 
run,  a  return  to  the  old-time  invest- 
ment philosophy,  to  the  blue-chip  in- 
vestment vehicles  of  an  earlier  era,  is 
not  likely  to  pay  off.  I  realize  that 
many  analysts  disagree  with  me.  They 
think  that  growth  is  dead.  I  think  it  is 
very  much  alive  and  that  this  is  an 
opportune  time  to  do  some  painful 
cutting  of  losses  and  hunt  for  bargains 
in  the  growth  stock  area. 

My  map  of  these  areas  includes 
computers  and  office  equipment;  high 
technology  companies  with  a  sound 
balance  sheet  and  proven  marketing 
ability;  life  insurance,  banking  and 
other    service    industries;    cosmetics; 


CATV  (speculative);  drugs  and  hos- 
pital supplies;  growth  companies  with- 
in the  housing  industry;  pollution  con- 
trol; soft  drinks  and  brewing;  strong, 
well-managed  companies  in  the  broad 
field  of  recreation  and  leisure  activities 
(not  the  little  fad  stocks);  specialty 
companies  with  an  outstanding  growth 
record  such  as  an  Avery  Products,  a 
Lubrizol,  or  a  Tampax;  the  faster 
growing  utilities;  and  a  few  compa- 
nies with  outstanding  management  in 
the  retail  field. 

In  the  accompanying  table  is  a  list 
of  stocks  which  are  among  my  current 
candidates  for  inclusion  in  growth- 
oriented  portfolios.  Please  note  that 
some  unexpected  adverse  develop- 
ment could  knock  stocks  off  the  list 
before  this  column  is  in  print  or  there- 
after. Let  me  stress,  too,  that  these  are 
not  "buy  at  the  market"  recommenda- 
tions, but  rather  a  possible  shopping 
list,  on  which  investors  should  set  their 
own  buying  targets.  The  market  is  still 
likely  to  have  sinking  spells,  and 
stocks  with  relatively  high  multiples 
are  currently  out  of  favor;  so  bargain 
hunters  in  the  growth  sectors  stand  a 
good  chance  of  making  good  buys. 
After  all,  we've  only  just  crept  out  of 
the  Valley  of  Despond  and  there's  no 
sign  that  the  Garden  of  Delights  is  just 
around  the  corner.  ■ 


f 

Shopping 

List  for  Growth  Stocks 

> 

Bull 

Pric« 

i/Earnings  Ratios 

Recent 

Mkt. 

Earnings  Per  Share 

1965-1969 

Price 

High 

1970E 

1969 

E1970AV.  High 

Av.  Low 

Alexander  &  Alexander 

42  bid 

59 

$1.80 

$1.40 

23 

37* 

19* 

American  Air  Filter' 

47 

65 

2.10 

1.80 

22 

24 

15 

American  Research  &  Devel 

59 

100 

NA 

NA 

NA 

NA 

NA 

Avon  Products 

73 

92 

1.80 

1.47 

40 

55 

37 

Bristol  Myers 

52 

84 

2.50 

2.23 

21 

39 

27 

Chesebrough-Pond's 

41 

55 

1.90 

1.73 

22 

30 

20 

Eastman  Kodak 

63 

87 

2.70 

2.49 

23 

35 

26 

Florida  Power 

42 

54 

3.05 

2.91 

14 

23 

16 

Holiday  Inns 

24 

47 

1.30 

1.15 

18 

34 

18 

IBM 

256 

387 

9.25 

8.21 

28 

46 

32 

Lubrizol 

52 

69 

2.10 

1.79 

25 

29 

18 

Mammoth  Mart1 

18 

25 

1.40 

1.25 

13 

15 

8 

Mohawk  Data  Sciences' 

30 

111 

1.55 

1.15 

19 

77* 

52* 

Morgan  (J.P.)  &  Co. 

59 

70 

4.90 

4.57 

12 

15 

14 

National  Bank  of  Detroit 

41 

53 

6.00 

5.66 

7 

14 

10 

National  Cash  Register 

50 

86 

2.30 

2.06 

22 

35 

21 

PepsiCo  Inc. 

45 

57 

2.50 

2.33 

20 

24 

16 

Revlon 

54 

74 

2.65 

2.33 

20 

24 

16 

Rochester  Telephone 

36 

44 

2.50 

2.26 

14 

22 

16 

Schering 

53 

63 

2.00 

1.71 

26 

30 

19 

Schlumberger 

58 

111 

4.40 

4.00 

13 

21 

13 

Tampax 

173 

228 

6.00 

5.34 

29 

39 

29 

USLife  Holding 

27 

81 

2.40  *• 

2.17** 

11 

24 

14 

Warner  Lambert 

64 

76 

2.70 

2.39 

24 

29 

20 

Xerox 

75 

116 

2.40 

2.08 

31 

67 

39 

1-Year  ending  Oct.  31.   2-Year  ending  . 

an.  31, 

1970-71.  3- Year 

ending  July 

31.  NA- 

-Not  Available.   *1969 

Range.  **  Adjusted. 
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Which  3  of  70 


NO-LOAD  FUNDS 


i 


(no   broker   lee) 

are  moving  far  in  front? 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 

SPECIAL  OFFER! 

I  Special  report  on  No-Load 

Funds  reg.  $2. 

Q  Current  AGFR  REPORT 

M  reg.  $3. 

SEE  top  selected  load  and 
no-load  funds 

GET  exclusive  Thomas  ratings 

MOVE  into  hi-performance  funds 

NOW  .  .  .  BOTH  JUST  »1. 

Send  $1  with  name  and  address  to 

Chas.  H.Thomas,  Inc. 

Dept.    F-27-O       P.O.  Box  667, 
t  Los  Altos,  Calif.  94022  f 


CANADIAN  PACIFIC 

DIVIDEND   NOTICE 

At  a  meeting  of  the  Board  of  Direc- 
tors held  today  a  dividend  of  One 
Dollar  and  Sixty  Cents  per  share  on 
the  Ordinary  Capital  Stock  was  de- 
clared in  respect  of  the  year  1970,  of 
which  Eighty  Cents  per  share  is  the 
proceeds  of  a  dividend  from  Cana- 
dian Pacific  Investments  Limited, 
payable  in  Canadian  funds  on  July 
22,  1970,  to  Shareholders  of  record 
as  at  the  close  of  business  on  June 
22,  1970. 

By  order  of  the  Board. 

T.   F.  TURNER, 
Secretary. 

Montreal,  June  8,  1970. 


*  * 


Discover  America. 
It's  3,000  smiles  wide. 


STOCK  TRENDS 

By  Martin  T.  Sosnoff 


The  Cowardly  Lions  Shall 
Inherit  The  Big  Board 


In  a  single  guest  column  for  Forbes 
last  Aug.  15  ("Requiem  For  Perfor- 
manceniks"),  Martin  T.  Sosnoff  pre- 
dicted this  year's  market  crash  and 
the  end  of  the  Performance  Cult.  With 
the  D]I  down  120  points  since  then, 
he  tells  what  he  sees  ahead.  Mr.  Sos- 
noff is  a  general  partner  of  Atalanta 
Partners,  New  York. 

It  would  be  a  mistake  to  think  the 
Big  Board  is  no  longer  the  gambling 
casino  it  was  a  year  ago.  No  sooner 
does  the  market  rally  for  a  week  than 
last  year's  seedy  merchandise  is 
marked  up.  Stock  groups  with  dismal 
fundamentals  suddenly  move  obscene- 
ly as  thousands  of  beady-eyed  tape 
watchers  play  a  short-squeezing  game 
or  rationalize  themselves  into  action 
with  a  look-over-the-valley  thesis. 

The  irrationality  of  stock-price 
movements  is  all  the  more  mystifying 
in  view  of  the  hemorrhaging  most 
money  managers  have  experienced. 
For  the  market  has  buried  our  perfor- 
manceniks.  The  number  of  portfolio 
managers  without  portfolios  is  rising 
alarmingly.  Mutual  funds  are  running 
scared  for  the  first  time  in  years.  They 
have  shed  their  cloaks  of  many  specu- 
lative colors  and  donned  a  mantle  of 
sober  responsibility  that  adumbrates 
long-term  rate  of  return,  balance-sheet 
values  and  all  the  other  catch  phrases 
that  were  fashionable  in  the  Fifties 
among  the  investment  fraternity. 

I  am  convinced  that  Nixon  personal- 
ly rallied  this  market  by  coaxing  the 
billion-dollar  money  managers  to  com- 
mit some  of  their  reserves.  The  mes- 
sage probably  percolated  through  that 
the  Administration  really  cared.  The 
charade  of  Bunny  Lasker  going  to  the 
Capitol  should  not  be  repeated.  If 
there  is  a  second  trip,  the  market  will 
not  rally.  The  stock  exchange  boys 
will  walk  into  Nixon's  office  on  their 
knees  and  plead  for  all  the  wrong 
things,  like  a  bullish  statement  on  the 
economy  and  interest  rates. 

The  market  went  down  because  it 
became  uncompetitive  with  itself,  as 
well  as  with  alternative  investment 
sectors.  Its  uncompetitiveness  is  a 
function  of  the  built-in  overspecula- 
tion  that  has  kept  anything  remotely 
resembling  a  growth  stock  at  a  multi- 
ple of  five  to   ten   times  book  value 


and  an  overvaluation  of  earnings  pow- 
er that  leaves  no  room  for  disappoint- 
ment. The  disappointments  have  come. 
Money  managers  are  now  pulling  out 
annual  reports  and  are  appalled  by 
what  they  see. 

In  industry  after  industry,  balance 
sheet  strength  has  been  dissipated  by 
accelerating  capital  expenditures  fi- 
nanced by  short-  and  long-term  debt. 
The  rate  of  return  on  incremental 
spending  has  been  terrible  and  the  de- 
terioration of  profit  margins  since  1965 
is  obvious  to  anyone  who  will  look, 
even  for  General  Motors.  It  is  a  sober- 
ing thing  to  realize  that  GM's  operat- 
ing margins  have  been  in  almost  a 
steady  downtrend  for  most  of  the  Six- 
ties. AT&T  is  only  the  first  of  the  mul- 
tibillion-dollar  industrials  that  has 
"hungry"  written  all  over  its  balance 
sheet  and  cash  flow  charts. 

The  stock  market  is  in  danger  of 
becoming  unfashionable.  Its  tacky  de- 
scent has  been  quickened  by  too  many 
corporation  presidents  believing  those 
divisional  discount  cash  flow  studies 
on  new  investment.  They  desperately 
tried  to  justify  the  price  of  their  stocks 
with  excessive  capital  spending  to  cre- 
ate the  rate  of  return  on  capital  that 
would  satisfy  the  institutional  holders 
of  their  issues  that  they  are  holding 
dynamic  equity  paper. 

No  Money  for  Sfocks 

The  small  investor  is  going  to  be 
sought  out  by  his  local  broker  to  par- 
ticipate in  the  people's  capitalism  of 
the  Seventies.  But  the  people  are  wis- 
ing up.  Money  is  going  elsewhere. 
The  small  investor  is  running  to  his 
local  savings  bank.  Individuals  are 
finding  out  what  government  bonds 
are  all  about,  and  in  the  corporate  sec- 
tor they  are  accounting  for  at  least 
half  the  action  on  new  issues.  Mort- 
gage and  real  estate  trusts  are  going 
begging  with  a  10%  return.  It  is  easier 
to  be  seduced  by  9%  coupons  on  a 
Triple  A  rated  bond  than  to  watch 
your  CM  make  new  lows. 

The  new  investment  fashion  is  not 
overspeculation  after  all,  but  a  more 
legitimate  appraisal  made  by  individ- 
uals and  institutions  alike  as  to  their 
rate  of  return  expectations.  The  new 
portfolio  sound  will  be  a  consistent  re- 
turn on  capital  with  negligible  finan- 
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rial  risk.  The  practice  of  the  mutual 
fund  industry  remaining  93x  invested 
in  the  greatest  bear  market  in  recent 
history  will  be  shattered,  finally.  In- 
stitutions will  learn  to  swing  with 
cash;  that  even  being  50?  invested  can 
be  a  bloody  experience. 

So  you  still  don't  understand  why 
your  IBM  and  American  Telephone 
act  like  ragamuffins?  It's  because  ev- 
eryone who  should  own  IBM  or  Tele- 
phone alread>  owns  too  much.  They 
ain't  buying  ammore.  In  fact,  they 
are  only  looking  for  an  excuse  to  sell 
some.  Maybe  the  company  is  too  big 
and  the  growth  rate  could  decelerate 
sharply.  Maybe  the  rate  of  return  on 
non-equity  investments  is  higher.  May- 
be the  rate  of  telephone  installations 
is  going  to  slow  down. 

A  New  Love 

Reciprocal  thinking  suggests  that 
money  managers  are  going  to  crawl 
out  of  their  technological  harems  and 
fall  in  love  with  net  tangible  asset  cov- 
erage situations  rather  than  capitalized 
goodwill.  The  reaction  to  the  end  of 
the  super  growth  game  is  the  begin- 
ning of  the  not-so-super  growth  game. 
The  scaling  down  of  portfolio  expec- 
tations is  a  response  to  the  tired 
blood  syndrome  among  many  growth 
stocks  of  the  early  Sixties  that  now 
have  too  many  shares  outstanding  and 
a  declining  rate  of  return  on  equity. 

But  don't  be  misled  too  soon.  May- 
be the  reciprocal  of  the  stock  market 
is  the  bond  market  and  that's  where 
we  should  all  go  for  a  while.  Then, 
when  all  the  institutional  money  that 
should  have  been  going  into  the  bond 
market  in  the  past  year  or  two  finally 
goes  there,  the  stock  market  will  be- 
come attractive  again.  All  the  billion- 
dollar  heavyweights— the  banks,  pen- 
sion funds,  the  insurance  companies 
and  the  mutual  funds— must  first  be- 
gin to  comprehend  that  the  bond  mar- 
ket has  to  improve  before  the  stock 
market  can  change  direction  on  a  sus- 
tainable basis.  This  is  the  way  the 
bear  market  ends. 

When  the  big  boys  who  doubled 
their  turnover  ratios  in  the  past  few 
years  finally  realize  they  are  really  not 
good  enough  to  play  the  performance 
game,  when  they  cut  back  their  turn- 
over ratios  substantially,  you  will 
know  it  is  time  to  play  again.  By  then, 
the  painful  disgorgement  of  equities 
will  have  run  its  course.  Everyone  will 
have  sold  enough  to  be  comfortably 
mediocre.  We  will  all  look  back  on  the 
superstars  of  the  Sixties  who  contorted 
their  portfolios  with  delicious  non- 
sense with  the  same  nostalgia  that  we 
view  a  Charlie  Chaplin  flick. 

Somebody,  please  tell  me  the  good 
news.  When  does  the  next  show 
start?  ■ 
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Do  you  really  know 

the  company  you  keep- 

or  buy,  or  sell? 

Is  your  hard-earned  capital  efficiently  invested  in  its  stock,  or 
do  other  issues  represent  better  values  for  you  in  terms  of  your 
own  personal  investment  goals? 

Do  you  know  how  the  company  earns  its  money,  how  much  it 
earns,  and  at  what  rate? 


Can  you  quickly  find  out,  without  obligat- 
ing yourself  to  anyone,  the  trend  and 
amount  of  the  company's  sales,  operat- 
ing margins,  book  value,  earnings,  divi- 
dends, dividend  pay-out  ratios,  and  price- 
earnings  ratios  for  each  of  the  past  15 
years? 

. . .  the  company's  annual  growth  rates 
for  sales,  cash  earnings  and  net  income 
per  share  over  various  time  periods. 
. .  .or  what  the  cash  earnings  per  share 
may  average  for  the  period  3  to  5  years 
from  now? 

...the  company's  debt  and  prior  divi- 
dend obligations? 

...whether  company  insiders  have  been 
buying  or  selling  on  balance? ...  and 
what  mutual  funds  have  been  doing  in 
the  stock? 

Can  you  objectively  appraise  how  the 
stock  is  likely  to  perform  in  the  market 
(1)  during  the  next  12  months ...  (2) 
three  to  five  years  from  now ...  (3)  be- 
yona  five  years  from  now? 
These  are  some  of  the  many  questions 
investors  ask  in  order  to  make  intelligent 
decisions. 

If  you  have  the  answers  to  these  ques- 
tions regarding  1400  widely  held  com- 
mon stocks,  or  if  they  are  readily  acces- 
sible to  you  in  your  own  home  or  office, 
you  probably  are  already  a  subscriber  to 
The  Value  Line  Investment  Survey. 
If  you  want  to  have  answers  that  inform 
and  fortify  your  judgment  and  keep  you 
continuously  informed  on  your  invest- 
ments'after  you  have  made  them  as  well 
as  before  you  select  them,  you  may  be 
ready  for  the  systematic  investment 
guidance— the  research,  analyses,  disci- 
plined evaluations,  and  recommenda- 
tions provided  every  week  by  Value  Line. 

SEE  FOR  YOURSELF  — AND  SEE  WHY 

We  invite  you  to  discover  The  Value  Line 
Investment  Survey  for  yourself  under  our 


30-day  money-back  guarantee:  If  you 
are  dissatisfied  with  Value  Line  for  any 
reason,  return  the  material  within  30 
days  for  a  full  and  prompt  refund. 
The  coupon  below  will  bring  you  every 
week,  for  the  term  you  check,  full-page 
reports  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry 
groups... plus  the  24-page  Weekly  Sum- 
mary of  Advices  &  Index,  giving  you  Value 
Line's  latest  determinations  of  what  rel- 
ative price  changes  you  can  reasonably 
expect— and  when— for  each  of  the  1400 
stocks  under  weekly  evaluation  by  Value 
Line's  70  research  specialists... plus  the 
8-page  editorial  section,  Selection  & 
Opinion,  which  includes  Value  Line's  Rec- 
ommended Stock  of  the  week  or  Special 
Situation  of  the  month  and  its  analysis 
of  the  business  and  stock  market  out- 
look. In  addition,  you  will  receive  Value 
Line's  monthly  Special  Report  on  Officer- 
Director  Transactions  and  the  quarterly 
Special  Report  on  Investment  Company 
Transactions. 

BONUS  •  With  the  annual  or  3-month 
trial  subscription,  Value  Line  will  ship  to 
you  immediately  its  2-volume  Investors 
Reference  Library,  which  will  give  you 
the  latest  reports  on  all  1400  stocks  that 
have  been  published  prior  to  your  sub- 
scription. During  the  subscription  period 
all  1400  full-page  reports  will  be  revised 
and  updated  systematically  every  13 
weeks. 

With  Value  Line  in  your  office  or  library, 
you  will  be  able  to  find  objective  and 
current  appraisals  of  the  stocks  you  buy 
,..  or  sell...  or  keep. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who  have 
had  such  a  4-week  subscription  within  the 
past  six  months. 


□   ONE  YEAR-$167               I 1    3-MONTH  TRIAL-$44 
(52  EDITIONS)                   | |    (13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus  — the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  □  Bill  me 


□ 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 
Send   me  a  4-week  intro- 
ductory subscription  to  the 
full  service  for  $5. 1  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Signature 


Name  (please  print) 


Address 


AA16-61 


City 


State 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC.,  5  East  44th  Street  •  New  York,  N.Y.  10017 
(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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The  Funds 


What  Is  It? 


American  Research  &  Develop- 
ment Corp.  of  Boston  has  been  de- 
scribed by  many,  including  Forbes, 
as  the  "most  successful  venture  cap- 
ital firm  on  record."  It  is.  But  dur- 
ing the  last  few  months  its  stock- 
holders found  that  ARD  was  more 
of  a  mutual  fund. 

Since  it  was  started  in  1946  by 
General  Georges  Doriot,  a  72-year- 
old,  French-born  former  Harvard 
Business  School  lecturer,  ARD  has 
had  quite  a  few  venture  capital 
successes,  far  more  than  the  average 
for  outfits  in  this  risky  business 
(Forbes,  June  15).  By  all  odds,  its 
most  spectacular  investment  was  the 
start-up  money  it  supplied  in  1957 
to  a  manufacturer  of  small  com- 
puters called  Digital  Equipment 
Corp.  Nine  years  later,  after  Digital 
Equipment  had  built  its  revenues 
to  $23  million,  its  net  income  to 
$2  million  and  its  earnings  per 
share  to  24  cents,  ARD  took  the 


As  DEC  goes... 
...so  goes  ARD 


ARD's  Market  Value 
Market  Value  of  its 
DEC  shares 


company  public  at  $7.33  a  share. 
Proceeds:  $18.25  million  vs.  ARD's 
original  investment  of  $61,400.  It 
was  a  venture  capitalist's  dream 
come  true,  a  135-to-l  payoff. 

But  Doriot  was  unwilling  to  stop 
there:  Why  should  he,  with  a  great 
bull  market  just  beginning?  ARD 
held  on  to  just  under  half  of  DEC's 
shares,  some  4.7  million  of  them. 
As  the  bull  market  picked  up 
speed,  DEC's  shares  rose  to  12  in 
1966,  52  in  1967,  60  in  1968  and 
103  in  1969.  By  this  past  February 
they  were  up  to  124,  making  ARD's 
holdings  worth  over  $580  million 
on  paper.  ARD's  total  net  asset  val- 
ue, just  $47  million  when  DEC 
went  public,  soared  to  almost  $700 
million.  The  price  of  its  common 
stock  on  the  Big  Board  shot  up 
from  a  low  of  5  in  1966  to  124 
early  this  year. 

Why  did  investors  bid  up  ARD's 
stock?  Because  of  its  widely  her- 
alded skill  as  a  venture  capital  op- 
erator? Because  they  anticipated 
(incorrectly  so  far)  that  ARD 
planned  to  cash  in  its  DEC  profits 
and  use  them  in  its  avowed  busi- 
ness of  bankrolling  new  enterprises? 
Or  because  ARD  was  doing  what 
all  go-go-fund  men  would  love  to 
do  but  wouldn't  dare— concentrate 
its  assets  on  a  very  hot  stock? 

By  keeping  some  96%  of  its  as- 
sets in  listed  stocks  (mostly  DEC 
but  also  shares  of  Teledyne, 
Textron,  Litton,  Kearney-National, 
A-T-0  and  Crowell  Collier  received 
in  exchange  for  companies  it  orig- 
inally backed),  ARD  has  become 
more  a  closed-end  mutual  fund  than 
a  venture  capital  firm.  During  the 
last  few  months  it  has  regretted  it. 
Almost  every  mutual  fund  has  tak- 
en a  bath,  but  ARD  more  than 
most  because  of  its  concentration 
in  a  single  stock.  Since  February 
DEC's  shares  tumbled  from  124  to 
a  low  of  57,  and  recently  sold 
around  69.  Suddenly  ARD's  $580 
million  worth  of  DEC  shrank  to 
$268  million.  Its  net  asset  value 
was  cut  nearly  in  half,  and  its  own 
shares  fell  from  100  to  43. 

None  of  this  makes  ARD  any 
less  skillful  an  operator  with  the 
tiny  percentage  of  its  assets  it  still 
devotes  to  venture  capital  invest- 
ments. It  is  still  among  the  very 
best  in  an  increasingly  crowded 
field.  But  ARD  is  not  the  same 
company  it  was.  It  no  longer  is  as 
much  a  venture  capital  firm  as  it  is 
a  rather  risky  mutual  fund. 


Back  in  Style 


"In  the  first  half  of  fiscal  1969, 
we  were  doing  1.5%  of  the  mutual 
fund  business;  for  the  first  six 
months  of  this  year  the  figure  was 
4.2%,"  says  John  C.  Bogle,  presi- 
dent of  Philadelphia's  Wellington 
Management  Co.  "In  the  month  of 
April  it  was  up  to  5.25%.  Our  mar- 
ket share  has  improved  for  eight 
months  in  a  row." 

Very  nice.  And  very  significant. 
Until  recently,  Wellington's  sales 
picture  was  rather  bleak.  It  had  a 
conservative  image  and  go-go  was 
in  vogue.  From  July  1968  through 
August  1969,  Wellington  redeemed 
more  in  its  seven  public  funds 
than  it  sold.  But  now  go-go  is  out 
and  conservative  Wellington  is 
in.  Through  May— the  first  seven 
months  of  Wellington's  fiscal  year- 
sales  were  up  by  59%  to  $112  mil- 
lion, while  redemptions  were  down 
by  39%  to  $89  million.  The  biggest 
gainer  was  Wellington's  Windsor 
Fund,  a  diversified  common  stock 
fund. 

Losing  Less 

Not  that  Wellington  is  beating 
the  law  of  gravity  this  year,  but  it 
is  not  being  clobbered  like  many 
funds.  "Our  average  fund  was  off 
about  5%  in  calendar  1969;  the  in- 
dustry was  off  about  15%,"  says  Bo- 
gle. "This  year  our  funds  are  all 
beating  their  groups  by  about  three 
percentage  points." 

Of  course,  Bogle  has  diversified 
Wellington  so  that  it  has  something 
that's  likely  to  sell  in  any  kind  of  a 
stock  market.  Just  four  years  ago 
Wellington  was  pretty  much  tread- 
ing water  with  two  funds— the 
$1.5-billion  Wellington  Fund,  with 
30%  to  35%  of  its  assets  in  bonds, 
and  Windsor  Fund,  a  smart  but 
conservative  growth  fund. 

Capitalizing  on  the  market  fads 
of  the  time,  Bogle  brought  out  a 
dual  fund  (Gemini),  three  Exeter 
exchange  funds  and  acquired 
Thorndike,  Doran,  Paine  &  Lewis, 
managers  of  Ivest  Fund,  one  of 
the  earliest  of  the  go-gos.  "Three 
or  four  months  after  the  Ivesl 
merger,"  he  says,  "we  sensed  there 
might  be  a  good  market  for  a  fund 
emphasizing  small  companies." 
Thus,  Explorer  Fund.  Bogle  quickly 
followed  those  up  with  W.L.  Mor- 
gan Growth  Fund,  originally  de- 
signed to  allow  Wellington  Fund 
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'stockholders  to  switch  into  some- 
thing more  modern  (it  was  later 
opened  to  the  public):  Trustees' 
Equity  Fund,  for  tax-exempt  or- 
ganizations, and  Technivest  Fund 
which  invests  on  the  basis  of  tech- 
nical factors. 

Had  it  not  been  for  these  funds, 
Wellington  would  have  been  in 
even  worse  shape  in  the  go-go  era. 
When  Ive^t  was  acquired  in  1967, 
Wellington  Fund  sales  were  in  de- 
cline. But  Ivest  was  hot  then  and 
Wellington  Management's  sales 
doubled  in  the  two  years  after  the 
deal.  But  when  Ivest  had  its  come- 
uppance—it fell  32  in  the  strong 
market  year  of  1968— Bogle's  other 
new  funds  helped  take  up  some  of 
the  slack. 

In  the  current  bear  market,  the 
company's  sales  star  is  old  Wind- 
sor. Its  emphasis  on  value  |  Forbes, 
.Apr.  1 )  has  sales  appeal  now  that 
investors  have  sworn  off  speculative 
funds.  (Windsor  has  performed 
well  recently  despite  being  nearly 
fully  invested— about  40%  of  its 
money  is  in  utilities  and  financial 


companies.)  So  far  this  fiscal 
year,  Windsor  accounted  for  56^? 
of  sales,  vs.  a  combined  39'? 
for  Ivest-Morgan-Trustees'-Explor- 
er  and  only  5%  for  Wellington  Fund. 

New  Blood 

But  Bogle  is  not  one  to  write 
off  funds  that  run  into  sales  prob- 
lems. Nearly  two  years  ago,  for 
instance,  both  Wellington  Fund 
and  Ivest  got  new  managers.  "In 
1967  and  1968,  Wellington  Fund 
moved  a  little  bit  away  from  its 
conservative  philosophy,"  says  Bo- 
gle. 'The  portfolio  manager  of 
Ivest  Fund,  Bob  Doran,  had  be- 
come our  senior  investment  execu- 
tive and  he  couldn't  do  both  jobs." 
Now  Wellington  Fund  and  Ivest 
are  back  on  the  right  track  again, 
at  least  in  relative  performance. 

Bogle  is  well  aware,  of  course, 
that  a  good  record  one  year  is 
useless  the  following  year.  "We  re- 
alize," he  says,  "that  to  beat  some- 
body by  going  down  17%  when  the 
market  is  down  23%  is  good  relative 
performance,    but    that    sooner    or 


later  you  have  to  have  good  abso- 
lute performance." 

Aiming  at  that  goal,  Bogle  con- 
tinues to  bring  out  new  merchan- 
dise. The  latest  is  Wellesley  In- 
come Fund.  "It's  going  to  be  a 
true  income  fund,"  he  says.  "Most 
income  funds  are  usually  at  least 
half  in  common  stocks  and  as  a 
result  yield  only  about  5%  or  5.5%. 
Initially,  Wellesley  will  invest  virtu- 
ally entirely  in  bonds;  you're  get- 
ting 9?s  kind  of  rates  today  on 
bonds.  If  interest  rates  go  down 
and  stock  yields  up,  it  may  well  be- 
come a  stock  fund." 

Others  in  the  industry  have  been 
toying  with  similar  ideas,  but  won- 
der if  a  bond  fund  will  sell.  Bogle 
is  not  without  his  doubts.  "There 
are  no  numbers  that  tell  you  how 
much  you  can  sell  of  a  bond  fund. 
We  know  that  bond  funds  as  a 
group  are  not  selling  well.  You've 
got  to  go  out  and  try."  After  all, 
it  was  trying  that  enabled  Welling- 
ton to  survive  the  go-go  era  to 
the  point  where  it  could  make  a 
solid  comeback.  ■ 
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READERS  SAY 


(Continued  from  page  9) 

Sopwith  Camel.  Am  I  right? 

I  never  flew  a  Camel,  or  any  fighter 
aircraft,  but  rather  mostly  De  Havillands, 
FE  2Bs,  RE  8s  etc.,  and  so  am  depend- 
ing on  a  55-year-old  memory  of  what  a 
Camel  looked  like  head  on. 

—James  K.  Macneill 
Wakefield,  Mass. 

The  plane  is  a  World  War  I  Sopwith 
Pup,  photographed  at  Cole  Palen's  World 
War  I  Museum  at  Rhinebeck,  N.Y.— Ed. 

Confrofs  on  Wages— and  Hair? 

Sir:  Regarding  the  arguments  for  and 
against  wage  and  price  controls,  and  your 
conclusion  (Fact  &■  Comment,  June  1), 
quote:  "Hmm.  ????—!"  By  my  analysis, 
the  answer  comes  out:  "Pfitttt  #@  +  *?!." 

With  regard  to  the  "Hairy  Incident" 
on  the  same  page— if  you  could  persuade 
Mike  Butler  to  give  you  a  job  in  the 
cast  of  one  of  the  Hair  road  companies, 
I  don't  know  what  it  would  do  for  the 
theater,  but  sure  as  hell  it  would  im- 
prove Forbes  magazine. 

— Charles  P.  Hagan 
San  Diego,  Calif. 

Sir:  When  I  learned  that  you  permit 
your  son  to  support  a  beard,  this  in  itself 
is  reason  enough  to  let  my  Forbes  sub- 
scription expire. 

—Walter  C.  Deacon 
Easthampton,  Mass. 

Let  someone  21  do  something?  Where 
are  you  at?— MSF. 

Sir:  .  . .  "Hairy  Anecdote"  is  price- 
less. While  I  have  not  accepted  either 
the  long  hair  or  the  play,  Hair,  I  am 
sending  this  article  to  the  president  of 
our  Wichita  State  University,  presently 
suffering  some  severe  attacks  because 
Hair  is  booked  into  their  auditorium.  In- 
cidentally, I  have  known  Paul  Butler  a 
good  many  years.  He  used  to  be  one  of 
our  star  Beechcraft  distributors. 

—Olive  A.  Beech 

Chairman, 

Beech  Aircraft  Corp. 

Wichita,  Kan. 

Sir:  Hairy  Anecdote— Great! 

—J.  Paul  Austin 

President, 

The  Coca-Cola  Co. 

New  York,  N.Y. 

Sir:  Our  business  managers— those 
credited  with  being  the  smartest  among 
us  all— have  made  no  really  positive  move 
to  bell  this  inflation  cat.  Yet  consider  the 
effect  if  (led  by  Forbes'  example?)  a 
number  of  them  were  to  make  well-pub- 
licized across-the-board  percentage  re- 
ductions in  their  own  incomes  as  a  cal- 
culated blow  at  soggy  dollars. 

—Jos  W.  Lucas 
Cocoa  Beach,  Fla. 

I  agree  with  your  point  more  than 
with  your  suggested  example!— MSF. 
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THIS  SP*C£  CONTK  euIEOB"  IHE  PUBUSHEJI 

The 
cure  for  cancer. 

If  you  put 

up  the  money 

well 

put  up  the  brains. 

The  people  and  the  tools  it  will 
take  to  find  the  cure  for  cancer 
are  going  to  cost  a  lot  of  money. 
More  money  than  dimes  and 
dollar  bills  can  provide. 

It's  going  to  take  substantial 
contributions  to  do  the  job.  From 
people  who  are  in  a  position  to 
give  us  the  kind  of  help  we  need. 

And  that,  gentlemen,  is  why 
we're  talking  to  you  about  it.  , 

American  Cancer  Society  1 

Fight  cancer  with  a  checkup  and  a  check.  "7® 


Forbes 
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THOUGHTS . . . ON  ™E 


BUSINESS  OF  LIFE 


There  is  a  kind  of  revolution  of  so 
general  a  character  that  it  changes  the 
tastes  as  well  as  the  fortunes  of  the 
world.  —La  Rochefoucauld 


One  ought  never  to  allow  a  dis- 
order to  take  place  in  order  to  avoid 
war,  for  war  is  not  thereby  avoided* 
but  only  deferred  to  your  disadvan- 
tage. — Niccolo  Machiavelli 


If  ever  there  was  a  holy  war,  it  vva 
that  which  saved  our  liberties  am 
gave  us  independence. 

—Thomas  Jeffersoi 


No  nation  deserves  freedom  or  can 
long  retain  it  which  does  not  win  it 
for  itself.  Revolutions  must  be  made 
by  the  people  and  for  the  people. 

—Joseph  Mazzini 


There  is  one  thing  better  than  good 
government,  and  that  is  government 
in  which  all  the  people  have  a  part. 

—Walter  Hines 


There  is  bound  to  be  a  certain 
amount  of  trouble  running  any  coun- 
try. If  you  are  president  the  trouble 
happens  to  you  but  if  you  are  a  tyrant 
you  can  arrange  things  so  that  most 
of  the  trouble  happens  to  other  peo- 
ple. —Don  Marquis 


Left-wingers  are  incapable  of  con- 
spiring because  they're  all  egoma- 
niacs. —Norman  Mailer 


We  are  not  forced  into  unpleasant 
activities.  We  either  allow  them  to 
come  about  or  we  encourage  them  to 
come  about.  —William  Saroyan 


Anyone  who  proposes  to  do  good 
must  not  expect  people  to  roll  stones 
out  of  his  way,  but  must  accept  his  lot 
calmly  if  they  even  roll  a  few  more  on 
it.  A  strength  which  becomes  clearer 
and  stronger  through  experiences  of 
such  obstacles  is  the  only  strength 
that  can  conquer  them.  Resistance  is 
only  a  waste  of  strength. 

—Albert  Schweitzer 


I  want  to  caution  that  we  must  not 
confuse  patriotism  with  blind  en- 
dorsement of  bad  policies. 

—Mark  O.  Hatfield 


For  peace,  with  justice  and  honor, 
is  the  fairest  and  most  profitable  of 
possessions,  but  with  disgrace  and 
shameful  cowardice,  it  is  the  most  in- 
famous and  harmful  of  all. 

— Polybius 


B.  C.  FORBES 

At  the  base  and  birth  of  every 
great  business  organization  was 
an  enthusiast,  a  man  consumed 
with  earnestness  of  purpose, 
with  confidence  in  his  powers, 
with  faith  in  the  worthwhile- 
ness  of  his  endeavors.  The  orig- 
inal Henry  Ford  was  the  quin- 
tessence of  enthusiasm.  In  the 
days  of  his  difficulties  and  dis- 
appointments and  discourage- 
ments, when  he  was  wrestling 
with  his  balky  motor  engine— 
and  wrestling  likewise  with  pov- 
erty—only his  inexhaustible  en- 
thusiasm saved  him  from  defeat. 


Democracy   is    the   worst   form   of 
government  except  all  others. 

—Winston  Churchill 


Enthusiasm  is  at  the  bottom  of  all 
progress.  With  it  there  is  accomplish- 
ment. Without  it  there  are  only  alibis. 
—Henry  Ford 


Liberty,  too,  must  be  limited  in  or 
der  to  be  possessed. 

—Edmund  Burki 


We  should  not  forget  that  our  tra 
dition  is  one  of  protest  and  revolt,  an< 
it  is  stultifying  to  celebrate  the  rebel: 
of  the  past  .  .  .  while  we  silence  thi 
rebels  of  the  present. 

—Henry  Steele  Commagei 


What  will  it  take  to  be  classed  as 
a  radical  25  years  from  now? 

—Arnold  Glasow 


Without  true  Christian  principles 
conservatism  is  a  political  philosophy 
of  selfishness  and  liberalism  is  one  ol 
greed.  -Thomas  C.  Jeffer\ 


Lincoln's  reference  to  "government 
of  the  people,  by  the  people,  for  the 
people"  is  a  generally  satisfactory  def- 
inition of  democracy.  I  say  "generally' 
because  when  it  comes  to  fair  and 
workable  details,  democracy  fails  to 
completely  meet  the  criteria  enunci- 
ated by  Lincoln  by  a  rather  wide 
margin.  —George   Aiken 


i 


Let  our  object  be  our  country,  our 
whole  country  and  nothing  but  our 
country.  —Daniel  Webster 


A  Text . . . 


Sent  in  by  Harry  D.  Cassell,  Bal- 
timore, Md.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Boast  not  thyself  of  tomorrow;  for  thou 
knowest  not  what  a  day  may  bring 
forth.  —Proverbs  27:1 
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)ne  of  the  children  in  this  class  has  epilepsy. 
!an  you  tell  which  one? 
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If  you  can't,  don't  feel  stu- 
Id- Neither  can  the  teacher. 

Thousands  of  children 
■row  up  with  illnesses  and  de- 
Icts  that  could  have  been  cor- 
fccted,  but  weren't. 

Not  because  nobody  cares 
fcout  them.  But  simply  be- 
muse no  one  notices. 

Without  special  train- 
lg,  it's  often  impossible  to  tell 
|  health  problem  from  a  dis- 
Ipline  problem. 

tA  fidgety  child  could  be 
with  a  nerve  disorder. 


A  child  who  never  seems 
to  open  his  mouth  without 
shouting  could  really  be  hard 
of  hearing. 

And  what  appears  to  be 
inattention  could  be  petit  mal, 
a  mild  form  of  epilepsy. 

Since  1945,  we  at  Metro- 
politan Life  Insurance  Com- 
pany have  been  calling  teach- 
ers'attention  to  important  facts 
like  these,  in  the  belief  that  an 
"Unsatisfactory"  in  conduct  is 
a  poor  substitute  for  medical 
attention. 


To  date,  thousands  of 
teachers,  nurses,  and  parents 
have  had  the  benefit  of  this  in- 
formation. Which  means  that 
millions  of  kids  will. 

Because  the  first  step  in 
solving  any  problem  is  recog- 
nizing that  it  exists. 

For  more  information, 
write  Dept.  F50,  1  Madison 
Avenue,  N.Y.,N.Y.  10010. 

^J  Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 


See  Firestone. 
We  make  44,0< 
things  besides 
tires. 


Because  we  make  so  many  products  at  Firestone, 
we  are  asked  to  solve  some  unusual  problems.  Here 
one:  The  U.S.  Navy  has  a  fantastic  research 
vessel  that  upends  and  buries  its  stern  330  feet 
below  the  surface  of  the  water.  Scientists  listen 
to  the  sounds  of  the  underwater  world  with 
super-sonsit  ive  equipment.  To  keep  the  sounds  of  i 
operating  machinery  from  interfering,  Firestone 
designed  an  ingenious  air  suspension  system. 

One  example  of  the  14,000  products— metals, 
plastics,  textiles,  chemicals  and  rubbers— that 
Firestone  makes.  It'sa  growing  business— grov 
SO  rapidly,  in  fact,  that  it  now  accounts  for  a 
fourth  of  our  profits. 

There  may  well  be  something  our  diversified 
products  people  can  do  for  you— whet  her  it 's  ar 
existing  product  or  system  or  something  new 
designed  to  your  specific  requirements. 

See  Firestone.  We  make  products  that  are  best 
today,  still  better  tomorrow. 

For  more  information,  write:  Firestone,  Marke 
Opportunities,  Akron.  Ohio  44317. 
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We're  all  over 
the  world. 

And  you  never  even 
heard  of  us. 


i 


England.  France.  Germany.  Turkey. 
Hong  Kong.  Japan.  Mexico.  Spain. 

And  you  never  heard  of  us. 

We  have  a  branch  in  London. 
That  branch  alone  is  bigger  than  99%  of 
American  banks. 

We  have  partner  banks  in  Paris,  Essen, 
and  Istanbul. 


We  have  representative  offices  in  Paris, 
Frankfurt,  Hong  Kong, Tokyo,  Mexico  City, 
and  Madrid. 

You  have  to  do  international  business. 
It's  just  about  the  only  frontier  left. 

Marine  Midland  can  do  any  kind  of 
international  business  you  want  to  do. 

And  you  never  even  heard  of  us.  © 

Marine  Midland  Banks. 
We're  not  famous. 


Just  big. 


The  camel  doesn't  have  to  worry  where  his  next  drink  is  coming  fi 

But  in  a  few  years,  you  could  end  up  a  little  thirsty 
unless  you're  walking  around  with  two  humps  on  your  back. 


A  fresh  glass  of  water  for 
drinking. 

A  fresh  pool  of  water  for 
swimming. 

Or  a  fresh  tub  of  water  for 
washing. 


camel,  has  had  to  store  his 
fresh  water  throughout  history .- 

But  unlike  the  camel, 
man's  storage  tanks  don't  come 
naturally. 

So  we  made  a  business  out 


No  matter  how  you  use  it,     of  designing  and  building  water 


there  is  less  and  less  of  it 
around  every  year. 

But,  as  bad  as  it  sounds, 
the  fresh  water  problem  isn't  a 
new  one  for  man. 

That's  partly  because 
there  isn't  a  large  amount  of 
fresh  water  to  go  around  in  the 
first  place.  (Something  like  97.2 
percent  of  the  earth's  water  is 
in  the  oceans.) 

Only  a  small  amount 
makes  up  the  earth's  rivers, 
lakes  and  streams. 

And,  unfortunately, 
every  place  that  needs 
fresh  water  isn't  next 
door  to  a  river  or  lake 
or  stream. 

So,  poor  man, 
like  his  friend  the 


storage  tanks  for  man. 

While  we  worked,  we 
learned,  too. 

What  did  we  learn? 

One  thing. 

No  two  men  have  the  same 
water  storage  problem.  Each 


./ 


' 


tank  has  to  be  a  little  wider. 
Or  a  little  shorter. 
Or  a  little  taller  than  t 
next  one. 

So,  over  the  past  50  ye 
we  built  our  reputation  on  t 
one  fact  of  human  existence 
Now  our  men  at  the  Pi 
and  Welding  division  handl 
each  new  problem  in  a  new 
They'll  work  with  you 
engineers  or  they'll  do  the 
whole  job  themselves. 

What's  more,  you  can 
upon  any  of  our  other  divisi 
for  assistance  on  any  job. 

It  can  be  for  research.  Or  stor 
age.  Or  transportation.  Or,  even 
banking. 

We  may  not  be  able  to  fix  yoi 
up  with  a  couple  of  humps  like  th 
camel. 

But  we  can  fix  you  up  with 
water  storage  system  better  tha 
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Side  Lines 


Whether  To 
Laugh  .  .  . 


"Laugh  and  the  world  laughs  with  you.  Weep  and  you  weep  alone." 
We  thought  of  Ella  Wheeler  Wilcox'  famous  line  recently  when  Senior 
Editor  Stephen  Quickel  made  a  comment  about  this  issue  of  Forbes. 
Steve,  the  editor  in  charge  of  the  issue,  remarked:  "Boy,  we've  sure 
got  a  budget  of  bad  news  this  time."  He  ticked  it  off:  two  post- 
scripts to  the  Perm  Central  bankruptcy;  another  on  The  Four  Sea- 
sons Nursing  debacle;  a  cover  story  that  suggests  that  the  utility  indus- 
try—far from  being  a  haven  for  safety— may  be  heading  into  serious 
trouble;  a  piece  on  Wall  Street's  continuing  troubles;  a  fancy  deal  at  a 
glamour  company.  "I  wonder,"  said  Quickel,  "whether  we'll  give  our 
readers  the  feeling  that  we  think  the  world  is  coming  to  an  end." 

Why  all  this  weeping  and  so  little  laughter?  We  hasten  to  inform  you 
that,  no,  we  do  not  think  the  world  is  coming  to  an  end.  The  U.S. 
economy  is  fundamentally  healthy,  and  many  stocks  are  bargains  at 
today's  depressed  prices.  Why  then  so  much  bad  news?  Simply  be- 
cause we  believe  in  Santayana's  now  threadbare  phrase,  that  "those 
who  cannot  remember  the  past  are  condemned  to  repeat  it." 

In  short,  we're  seeking  to  help  our  readers  learn  from  the  things  that 
went  wrong.  In  writing  about  Penn  Central,  we're  not  muckraking; 
we're  talking  about  some  bigger  questions  the  bankruptcy  raises  for 
other  big  public  corporations.  As  we  point  out,  it  was  complacency 
more  than  duplicity  that  led  to  the  mess.  To  dismiss  Penn  Central  as  a 
simple  case  of  bad  management  and  nothing  more  is,  in  our  view,  also 
complacency.  (We  wish  we  had  been  less  complacent  ourselves  when 
we  were  writing  optimistic  pieces  about  Penn  Central  in  the  recent 
past.  We  weren't,  but  we  were  among  the  first  to  point  out  the  haz- 
ards of  permissive  bookkeeping,  slapdash  conglomeration,  "perfor- 
mance" investing  and  other  oversimplistic  business  concepts.) 

Again,  in  this  issue,  there  is  a  detailed  and  somewhat  pessimistic 
report  on  the  utility  industry.  The  point  of  it  is  that  the  fights  against 
pollution  and  against  inflation,  however  desirable,  are  going  to  have 
difficult  consequences  for  the  utility  industry.  And  talking  about  Wall 
Street's  troubles,  we  don't  just  hang  crepe,  but  go  beneath  the  sur- 
face and  try  to  point  the  way  out. 

So  don't  misunderstand  us.  We're  not  pessimists.  But  we  feel  the 
U.S.  economy  will  be  healthier  in  the  long  run  if  businessmen  face 
squarely  up  to  their  problems.  We're  not  being  gloomy.  Just  realistic. 
There's  a  good  deal  to  be  optimistic  about.  But  not  blindly  so.  ■ 
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Young  HC"  Horizontal  Core 
Air  Cooled  Heat  Exchangers 
ot  many  types  and  sizes  are 
available  with  water  cooling 
capacities  in  excess  of 
25.000,000  Btuh  and  oil 
cooling  capacities  up  to 
10,000.000  Btuh  They  fea- 
ture the  efficiency  of  vertical 
air  discharge  and  require 
minimum  piping  and  mainte 
nance.  Depend  on  Young  for 
your  heat  transfer  require 
ments.  Write  for  Catalog  569 


Ask  Y^ng 

the 
best 
way 
to  cool 
engine 
jacket 
water, 

lube  oil, 
process 
fluids 
and 
gases 
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YOUNG  RADIATOR  COMPANY 

General    Oltices     Racine,    Wisconsin   53403 

Radiators  •  Meat  Exchanges  •  Oil  Coolers  •  Unit  Heateis 


OLD 
ROOFS 


REDUCE 
COSTS 


Your  own  maintenance  men  can  use 
Ranco  Roof  Spray  Equipment  FREE  to 
waterproof  weatherworn  roofs  perma- 
nently. The  roof  spray  equipment 
pumps  Ranco  Plastic  Sealant  from 
drums  on  the  ground  and  sprays  it  di- 
rectly on  your  roof.  The  sealant  forms  a 
seamless,  elastic  shield  that  defies  bit- 
ter cold  and  blistering  heat;  it  stops 
leaks  and  restores  pliability  to  old  roof 
felt.  Save  contractor's  costs,  time,  and 
handling;  our  Ranco  Roofing  Engineers 
provide  jobsite  instruction. 
Write  on  company  letterhead  for  FREE 
48-page  Ranco  Roofing  &  Maintenance 
Catalog  and  ask  to  view  our  3-Min.  Color 
Movie  entitled,  "SPRAY  PROCESS 
SAVES  OLD  ROOFS". 

RANCO  INDUSTRIAL  PRODUCTS  CORP. 
13306  Union  Ave. /Cleveland,  0.  44120 
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Trends 

&  Tangents 


FOREIGN 


On  J  929 

For  a  while  the  Tokyo  stock  mar- 
ket seemed  immune  to  the  climate 
on  Wall  Street:  While  the  Dow- 
Jones  industrial  average  dropped 
15%  in  1969,  the  Japanese  equiva- 
lent climbed  42%.  But  that  was 
1969.  This  year  the  two  markets 
have  paralleled  each  other  in  a 
way  that  might  baffle  even  a  stat- 
istician. Both  markets  slid  some  20% 
in  April  and  May,  only  to  be  fol- 
lowed by  record  single-day  rallies 
only  one  day  apart  (on  May  26 
and  27).  The  May  low  for  Tokyo's 
version  of  the  DJI  was  symbolic  if 
not  apocalyptic:  1929. 

Aluchachas  y  Moneda 

"Sex  plays  an  important  role  in 
everything  we  do,"  says  Greg  Gar- 
cia III,  a  senior  vice  president  of 
the  Banco  Filipino,  the  largest  sav- 
ings bank  in  the  Philippine  Repub- 
lic. That  is  why,  18  months  ago, 
the  Banco  Filipino  established  a 
branch  in  Cubao  staffed  entirely  by 
women.  Even  the  guards  wear  mini- 
skirts—but don't  mess  with  them. 
They  are  trained  in  judo  and  ka- 
rate, and  they  know  how  to  use 
the  .22s  they  carry.  The  girls,  all 
under  26  and  all,  except  the  man- 
ager, unmarried,  have  made  Cubao 
the  most  successful  Banco  Filipino 
branch.  Says  one  customer,  "Some- 
times 1  put  my  money  in  one  day 
and  take  it  out  the  next  just  to  have 
an  excuse  to  come  in." 


BUSINESS 


Write  Off  Moving 

Those  looking  for  a  new  job  can 
write  oil  virtually  all  their  moving 
expenses  under  provisions  of  the 
new  tax  act.  Included  as  valid  de- 
ductions are  house-hunting  trips 
before  the  move,  temporary  living 
expenses  in  the  new  location  and 
fees  incurred  in  Inning,  selling  or 
leasing  a  residence.  Although  such 
deductions  are  limited  to  $2,500, 
they  now  cover  the  individual 
changing  employers  and  the  self- 
employed.  Not  qualifying  as  sell 
employed  are  semi-retired  execu- 
tives who  retire  early  from  a  firm 
but  are  retained  as  consultants. 


V. 


Lib,  Women's  &  Men's 

So  fast  is  the  women's  liberation 
movement  gaining  converts  that  it 
has  inspired  four  new  newsletters  in 
the  last  five  months  (the  latest,  ' 
Title  VII  Report,  takes  its  name 
from  the  section  of  the  1964  Civil 
Rights  Act  prohibiting  discrimina- 
tion because  of  sex).  But  the  pro- 
spective end  of  one  bit  of  sex  dis- 
crimination may  help  men  rather 
than  women.  Congress  now  has  be- 
fore it  a  bill  that  would  raise  cer- 
tain social  security  benefits  for  men 
to  the  same  level  women  now  enjoy, 
thus  increasing  male  benefits  by 
nearly  SI  billion  the  first  year. 

The  Ripe  Time 

The  power  companies'  need  for 
low-sulphur  fuels  that  will  reduce 
the  air  pollution  created  by  steam 
plants  is  finally  opening  up  the 
West's  vast  but  still  largely  unde- 
veloped coal  reserves.  Portland's  Pa- 
cific Power  &  Light  and  Omaha's 
Peter  Kievvit  Sons  have  worked  out 
a  deal  to  develop  a  300-million-ton 
deposit  of  low-sulphur  coal  that 
Pacific  Power  owns  in  southeast- 
ern Montana,  while  the  Union  Pa- 
cific is  already  selling  to  five 
electric  utilities  some  150  million 
tons  of  Union  Pacific's  enormous 
low-sulphur  reserves.    ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $9.50,  □  2 
years  $15,  □  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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READERS  SAY 


Dr.   Handler  Objects 
t 

Sir:  I  write  to  register  my  great  indig- 
nation regarding  the  synthetically  simu- 
lated picture,  depicting  me  in  a  fictitious 
situation,  which  appeared  in  Forbes  on 
May  15  alongside  the  account  of  an  in- 
terview with  me. 

There  was  no  indication  that  the  pic- 
ture was  in  fact  a  simulation,  therein 
misleading  your  readers  into  concluding 
that  it  represented  a  confrontation  be- 
tween either  me,  personally,  or  the  Na- 
tional Academy  of  Sciences,  with  some 
element  of  the  militant  black  community, 
a  conclusion  which  would  be  totally  false. 

It  should  be  clear  that,  in  contrast  to 
the  inferences  which  might  easily  be 
drawn  from  the  synthetic  picture,  while 
I  quite  agree  that  science  and  technology 
alone  are  insufficient  as  approaches  to  the 
multitudinous  problems  faced  by  our  so- 
ciet\ .  I  also  firmly  believe  that  wise  utili- 
zation of  science  and  technology  can  yet 
lie  of  great  assistance  in  these  regards  and 
remain  the  principal  tools  ot  this  civiliza- 
tion for  improving  the  condition  of  man. 

—Dr.  l'llll.ll'  II  WDl.KR 

President, 

National  Acadenn  ot  Sciences 

Washington,  DC. 

On  The  New  Yorker  Reprint: 

.  .  .    cancel    m>     subscription.  .  .  . 
(  Forbes,  June  15,  p.  IT  ). 

—Francis  \l  T  m.on  Jr. 

Largo.  Fla. 

Sir:  ...  1  request  immediate  cancella- 
tion ot  m>  subscription.  .  .  . 

—Frank  ('..  SlSCOE 
Plainfield.  N.J. 

Sir:  .  .  .  cancel  tm  subscription. 

— M.  Arnold  Boll 
Chapel  Hill.  N.C. 

Sir:  ...  a  fine  example  ot  responsible 
journalism. 

— J  AMI  si       I  [OWARD 

Vice  President, 
Wunderman,  Eticotta  c\  Kline 

New  York,  N.Y. 

Not  in  This  Cose 

Sir:  In  Forres  (July  1)  you  stated 
that  Tishman  "recently  gave  up  a  50% 
equity  in  one  of  two  Manhattan  skyscrap- 
ers to  be  financed  by  an  offshore  mutual 
fund."  adding  that  "such  deals  are  mak- 
ing the  traditional  mortgage  obsolete." 
Your  example  is  wrong. 

This  was  not  a  mortgage  transaction; 
the  offshore  fund  holds  no  mortgage  and 
ad\  anced  no  mortgage  money  to  the  two 
properties  to  be  built.  Further,  our  equity 
position  in  prime,  new  mid-Manhattan 
office  space  has  not  been  diluted.  While 
we  contributed  a  one-half  interest  in  our 
Avenue  of  the  Americas  project  to  the 
joint  venture,  we  acquired  a  one-half  in- 
terest in  a  comparable-size  project  on 
( Continued  on  page  72 ) 
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Show  me  an  important  man 
in  business 
who  does  not  read 
FORBES  Magazine 

and  I'll  show  you  a  man  who  thinks  bread 
is  what  you  put  on  the  outside  of  a  sandwich. 

Forbes:  capitalist  tool 


A  CASSETTE 


Dubbings  will  duplicate  your  master 
or  tape  your  script  and  make  sure  nobody  forgets. 


Now  you  can  guarantee  that  your 
sales  presentations,  training  pro- 
grams, management  reports  or  other 
activities  will  work  exactly  as  you've 
planned.  No  matter  who  presents 
them. 

A  cassette  makes  a  presentation 
more  effective  for  everyone.  Nothing 
is  left  unsaid.  And  nothing  goes  un- 
heard. Even  the  simplest  presenta- 
tion becomes  more  meaningful. 

The  cassette  also  adds  synchro- 
nized sound  to  slide  presentations, 
film  strips  and  motion  pictures.  And 
Dubbings  quality  cassettes  are  com- 
patible with  most  automatic  remote- 
control  film  or  slide  projectors. 

Dubbings  duplication  service  will 
process  as  few  as  100  copies.  And 
we'll  do  it  economically  in  only  10 
working  days.  With  true  fidelity  to 
the  original.  We've  done  it  for  such 
companies  as  Olivetti,  Price-Water- 
house,   and   McGraw-Hill.   In   fact, 


we're   the   largest   source   of   non- 
music  duplication  in  the  world. 

For  complete  details  on  how  to 
make  your  message  unforgettable, 
contact:  Michael  Thaler,  Dubbings 
Electronics,  Inc.,  1305  South  Strong 
Avenue,  Copiague,  New  York  11726, 
(516)  226-6000.  Or  mail  the  coupon. 


DUBBINQS  ELECTRONICS.INC. 

A   NORTH    AMERICAN   PHILIPS  COMPANY 

1305  South  Strong  Avenue 
Copiague,  N.Y.  11726 

Please  send  me  more  information 
about  your  duplication  services. 


Name_ 
Title 


Company_ 

Address 


City 

State_ 


-Zip. 
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Question  to 
Operating  Executives 
with  urgent  commitments 

Need  to  meet  or  beat 
construction  deadlines? 


Need  a  new  plant  facility  fast?  To 
beat  rising  construction  and  inter- 
est costs?  To  meet  urgent  commit- 
ments? Or  bid  successfully  on  new 
business  contracts? 
When  days  count,  Austin  can  save 
you  months. 

A  major  factor  in  this  telescoping 
of  time  is  Austin's  versatility  in  de- 
sign and  engineering.  It  takes  ad- 
vantage of  welded  trusses,  beams 
and  columns— including  steel  for 
supporting  heavy-duty  cranes- 
stocked  by  its  Steel  Fabricating 
Division  and  available  for  fast 
delivery. 


Often,  even  before  construction 
can  start,  engineering  or  other 
facilities  are  needed.  Here  is  an 
example— 

problem:  A  well  known  aviation 
firm  seeking  major  defense  con- 
tracts urgently  needed  completely 
new  engineering  offices  and  as- 
sociated laboratory  facilities. 
SOLUTION:  Ten  days  after  a  contract 
was  signed  with  Austin,  preliminary 
plans,  outline  specifications  and 
cost  estimates  were  delivered  to 
the  client.  Months  before  detailed 
plans  and  specifications  were  com- 
pleted, steel  erection  began. 


m. 


result:  Within  six  months  from  the 
start,  Austin  turned  the  building 
over  to  the  owner  for  occupancy. 
In  addition  to  speed,  the  Austin  de- 
sign provided  flexibility  in  layout 
and  provision  for  future  expansion. 

If  this  kind  of  performance  is  of 
interest  to  you,  regardless  of  the 
size  of  the  facility  you  plan  to  build, 
we  invite  your  inquiry  for  a  discus- 
sion of  Austin  services  in  the 
United  States,  Canada  or  abroad. 
For  further  information  please 
write,  wire  or  teletype  The  Austin 
Company,  3650  Mayfield  Road, 
Cleveland,  Ohio  44121. 


AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


AN  ENCOURAGING  WORD 


Immediately  after  listening  to  the  President's  address  on 
the  state  of  our  economy  last  month  I  predicted  to  other 
Forbes  editors  that  I  thought  the  stock  market  would 
bounce  up  that  afternoon.  It  didn't— that  afternoon.  Re- 
action by  many  in  the  business  world  and  on  Capitol  Hill 
to  the  Speech  was  so  tepid  that  I  wondered  if  they'd  lis- 
tened to  the  same  words 

At  the  very  outset  President  Nixon  reiterated  a  course 
of  action  that  can  only  mean  the  soon  and  soundly  healthy 
resumption  of  our  economic  growth-after  the  present  pain- 
ful pause  to  slow  inflation  and  to  redirect  our  national 
policies. 

How  can  any  economist  or  any  of  the  rest  of  us  lesser 
mortals  fail  to  be  exhilarated  by  the  new  horizons  dawn- 
ing from  the  end  of  war-defense  emphasis?  The  forth- 
coming, exciting  productive  war  on  our  numerous  home- 
front  problems  of  housing,  education,  health,  employment, 
transportation,  insurance,  pollution  should  renew  confi- 
dence and  reawaken  desire  to  be  a  part  of,  have  a  piece 
of  the  action. 

Said  the  President:  "We  are  spending  $1.7  billion  less  on 
defense  than  we  were  a  year  ago.  In  the  next  year,  we  plan 

to  spend  $5.2  billion  less 400,000  military  and  civilian 

employees  have  been  released  in  this  past  year  by  our 
armed  forces Cutbacks  in  defense  spending  have  re- 
duced jobs  in  defense  plants  by  about  300,000 Our 

scheduled  transition  from  a  wartime  economy  to  peace- 
time consumer  economy  will  be  kept Reduction  in  de- 
fense spending  gives  us  more  room  in  the  federal  budget 
to  meet  human  needs  at  home This  is  a  historic  re- 
ordering of  our  national  priorities." 

FORBES,  JULY   15,   1970 


What  more  could  we  want,  wish  for,  pray  for?  To  put 
the  icing  on  the  cake  Nixon  reiterated  anew  his  intention 
to  continue  substantial  chops  in  rising  federal  spending  as 
a  means  of  braking  inflationary  demands.  He  coupled  that 
with  what  I  considered  the  almost-startling  announcement 
about  the  money  supply:  "In  the  past  six  months  the  money 
supply  has  grown  at  a  rate  of  about  6%  a  year."  Obviously 
it  must  be  considered  greater  than  that  presently  to  have 
brought  the  average  to  this  level.  This  increased  availability 
of  money  will  ease  present  costly  costs  for  plant  moderniza- 
tion and  expansion. 

So,  as  said  to  begin  with,  I  will  be  darned  if  I  can  un- 
derstand the  lukewarm  reactions  of  so  many  See-ers  and 
Sayers. 

What  more  by  way  of  encouragement  could  he  have 
said?  If  he  had  announced  the  Instant  End  of  our  Indo- 
chinese  involvement;  if  he  had  announced  that  inflation 
had  suddenly  and  totally  ceased  the  night  before;  if  he  had 
announced  that  everybody  could  have  the  money  they 
needed  and  the  profits  they  wanted  and  the  wages  they 
wanted  and  any  and  all  the  jobs  they  wanted-the  speech 
might  have  been  more  dramatic.  But,  somewhat  short  of  all 
that,  it  should  hearten  the  economy. 

The  President  is  a  graciously  stubborn  man.  Short-term 
fluxes  and  day-to-day  flexible  policies  are  not  his  style. 
While  this  may  be  regretted  by  some  sometimes,  it  is  a 
sound  assurance  that  the  great,  fundamental  redirection  of 
national  priorities  of  which  he  speaks  will  be  maintained 
by  his  Administration.  And  that  is  about  all  sensible  peo- 
ple could  ask  or  hope  for. 

If  this  sounds  a  bit  panegyric,  that's  intentional. 
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FIRST-RATE  PROPOSAL 


The  First  Amendment  Freedoms  Act  sponsored  by  lib- 
eral and  conservative  Democrats  and  Republicans  seems 
like  a  top-notch  and  timely  proposal.  It  would  prevent  ex- 
tremists on  both  Fringes  from  violently  violating  our  citi- 


zens' First  Amendment  Freedoms  of  speech,  press,  religion 
and  assembly  through  the  use  of  fists  or  alegal  Law. 

It  looks  like  a  meaningful,  worthwhile  proposal  worthy 
of  prompt  passage. 


A  MAN  OF  REASON  AND  STRENGTH 


All  of  us  who  work  at  the  business  of  business  can  take 
some  comfort  and  confidence  from  the  fact  that  George 
Schultz  now  counsels  the  President  on  a  par  with  Messrs 
Mitchell,  Ehrlichman  and  Kissinger. 

His  approach  is  pragmatic  rather  than  dogmatic, 
dogged  not  docile  in  pursuit  of  policies  and  programs  he 
deems  sound  and  sensible. 

Incidentally,  he  had  these  qualities  as  a  very  young 
youngster.  We  grew  up  together  in  Englewood,  New  Jer- 
sey. I  found  then  his  tenacity  at  schoolwork  a  bit  of  a  pain 
in  the  neck.  Then-at  eight  and  nine  and  ten  years  old- 
as  now,  I  didn't  like  working  harder  than  necessary.  George, 
by  dint  of  digging  until  he  had  mastered  the  arithmetic  les- 
son or  the  geography  homework,  kept  making  it  necessary 
for  all  the  rest  of  us  to  try  harder  if  we  were  to  get  de- 
cent marks. 

On  Friday  evenings  five  of  us,  including  George,  would 
traipse  a  mile  and  a  half  to  neighboring  homes  after  our 
Boy  Scout  Troop  meeting.  Time  and  again  he  would  damp- 


en our  enthusiasm  for  some  un-Scoutlike  mischief.  When 
he  couldn't  talk  us  out  of  it,  he  would  disassociate  himself 
from  the  scene  and  stoically  go  on  his  way.  At  12  and  13 
and  14,  that  takes  more  determination  than  perhaps  is 
now  recollectible. 

It  isn't  every  Secretary  of  Labor  who  would  have  the 
courage  to  urge  companies  to  take  "strong  positions"  against 
high  wage  settlements  even  if  it  means  a  strike.  Not  long 
ago,  Labor  Secretary  Schultz  did  just  that:  "We  can't  make 
industrial  peace  our  sole  and  main  objective  in  collective 

bargaining While  I'm  not  saying  the  strike  is  desirable, 

the  peaceful  strike  is  probably  one  of  the  least  worst  forms 
of  protest  we  know.  .  .  .  Union  leaders  cannot  take  the  posi- 
tion that  their  members  should  not  be  asking  for  high  wage 
increases.  That's  got  to  come  from  management,  and  if 
there  are  no  people  who  take  that  position,  we  will  never 
be  able  to  solve  these  [inflation]  problems." 

When  George  Schultz  has  them,  the  Presidential  ears 
will  be  in  good  hands. 


TO   OFFER  OR  NOT  TO  OFFER 


When  luncheoning  business  guests  at  corporate  head- 
quarters, do  you  offer  drinks  or  don't  you?  Some  do  and 
some  don't  and  some  serve  sherry. 

We  were  bantering  about  this  unmomentous  and  unre- 
solved business  problem  recently,  when  hosting  the  head- 
men of  Commercial  Credit  Company.  President  Donald  S. 
Jones  told  of  the  bank  chairman  who  issued  a  memorandum 


to  all  employees  who  have  any  contact  with  the  customers, 
forbidding  them  to  drink  vodka  at  noontime  because  of  its 
reputation  for  leaving  no  tell-tale  aroma  on  drinkers' 
breaths. 

"We'd  rather  have  the  customers  know  you  were  tight, 
than  to  have  them  think  you  are  stupid." 

(Note  to  humorless  readers:  It's  a  joke.) 


WHAT'S   WRONG  WITH  THIS  IDEA? 


While  the  number  of  plane  hijackings  is  down,  there  are 
still  too  many.  Any  is  too  many. 

Why  can't  the  appropriate  federal  agency  or  agencies 
simply  issue  a  dictum  that  any  hijacked  plane  landing  at 
any  U.S.  airport  to  refuel  in  the  course  of  its  unauthorized 
flight  must  have  its  tires  shot  dead  immediately?  No  ifs, 
ands  or  buts. 


Since  so  many  of  those  bizarre  takeovers  seem  to  involve 
lengthy  flight  and  refuelling,  this  edict  should  stop  them. 
Every  would-be  hijacker  would  know  that  the  decision 
wasn't  in  the  hands  of  the  pilot,  or  the  passengers,  or  sub- 
ject to  bargaining. 

Combined  with  mandatory  jail  sentences,  mandatory 
tire-shooting  should  help  end  the  horrendous  practice. 


MORE  EASILY  FORGIVEN 


Most  times  I  am  glad  that  people  are  more  apt  to  be 
tolerant  of  mistakes,  more  apt  to  be  forgiving  of  failure 
than  they  are  of  perpetual  lightness  and  great  success. 


What  is  it  about  the  person  who  is  always  right,  the 
person  who  constantly  succeeds,  that  so  irritates  the  rest 
of  us  mortals? 
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—Malcolm  s.  Forbes, 

Editor-in-Chief 


INTERNATIONAL  PAPER  ANNOUNCES 
A  $101  MILLION,  FOUR-YEAR  PLAN  TO  COMBAT 

POLLUTION. 


International  Paper  Company  believes  that  the  aspirations  of  our  society  for  a 
better  life  can  be  met,  that  the  pollution  of  our  environment  can  be  controlled,  and 
that  the  vital  quality  of  the  basic  resources  we  all  share  can  be  maintained  within 
.the  framework  of  our  economy.  International  Paperis  dedicated  to  do  its  part  as  an 
ndustrial  citizen  to  achieve  these  goals. 

[  can  now  report  to  you  that  the  Company  has  adopted  a  four-year  plan,  to  be 
ompleted  by  1974.This  plan  places  International  Paper  in  the  forefront  of  those  taking 
jositive,  constructive  measures  to  solve  the  problem  of  environmental  quality. 
\\  e  estimate  the  total  cost  of  this  program  will  be  $101  million. 
\\  hen  this  program  is  completed  every  one  of  our  U.S.  pulp  and  paper  mills  will 
3e  equipped  with  primary  and  secondary  waste  water  treatment  systems. 

Water  so  treated  does  not  adversely  affect  the  complicated  life  chain  in  natural 
waters-from  bacteria  to  plankton,  to  plants  and  fish  life. 

In  terms  of  air  quality  this  program  will  utilize  the  latest  technology,  which  will 
permit  us  to  remove  over99%  of  particulate  matter  from  mill  emission  points.  Presently 
installed  equipment  has  an  efficiency  factor  of  about  90%.  It  will  also  include  adaptation 
of  new  technical  developments  that  will  control  the  odors  of  a  kraft  paper  mill. 

International  Paper  pledges  to  apply  its  technology,  its  resources,  and  the  efforts 
of  its  people  to  this  end. 


EDWARD  B.  HINMAN 

President,  International  Paper  Company 
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Buy  a  Falcon  and 
you  can  finance  it  at 

6'/2%! 

Only  with  the  Falcon  can  you  get  such  low  interest  rates— 
not  just  for  the  first  year,  but  for  the  entire  term  of  the  loan. 


Right  now  you  can  finance  approximately  sixty 

percent  of  the 

price  of  a  Fan  ""^ip*. 

Jet  Falcon®  at  rates 

not  seen  since  1967.  And 

that  goes  for  the  full  five-year 

term  of  the  loan— no  matter  what  happens 

to  the  money  market  in  the  meantime. 

No  other  business  jet  aircraft  can  be  purchased 
at  such  attractive  terms  right  now.  Which  is  a 
solid  financial  reason  why  right  now  is  a  good 
time  to  acquire  a  Falcon.  And  of  course  the  good 
business  reason  is  that  the  Falcon  is  built  to  last 
to  help  you  get  where  you're  going  first! 

The  Falcon  is  so  strong  that  it  has  been  tested 
to  the  equivalent  of  150,000  hours  of  flight.  (The 
average  user  flies  about  600  hours  a  year.) 

But,  for  all  its  strength,  the  Falcon  has  a  softer 
side  to  it.  The  130-odd  Falcons  now  flying  over 
the  U.S.  are  among  the  most  comfortable  aircraft 
in  the  world.  The  Falcon  has  ample  space  to  carry 


ten  people  and  all  their  luggage,  and  still  has 
room  left  over  for  a  sizeable  galley  (with  hot  oven) 
plus  an  enclosed  lavatory. 

And  there's  more.  Much  more.  The  Falcon  is 
also  the  quietest  business  jet  in  the  world.  As  a 
matter  of  fact,  the  noise  level  you'll  find  in  a 
Falcon  probably  compares  with  that  in  your  own 
office. 

The  Falcon  is  much  quieter  from  the  outside, 
too.  In  fact,  the  Falcon  is  the  first  jet  to  meet  the 
new  FAA  noise  requirements  for  take  offs. 

The  Falcon  is  the  only  business  jet  that  the 
FAA  will  permit  to  fly  through  turbulence  without 
imposed  speed  restrictions. 

And,  the  Falcon  is  the  only  business  jet  that's 
backed  by  an  airline— Pan  Am®— and  by  a  service 
organization  that  does  things  the  professional  air- 
line way.  Included  in  the  price  of  every  Falcon  is 
the  training  of  both  flight  and  maintenance  crews 
to  Pan  Am-approved  standards. 

As  you've 

noticed,  there 

are  an  impressive 

number  of 

exclusives 

that  you  can  find  only  in 

the  Fan  Jet  Falcon. 


Get  any  company  jet  air- 
craft and  you  get  much  of 
the  benefit  of  modern  aviation 
advances... 

get  the  Falcon  and  you  get  it  all. 

FAN  JET  FALCON 

THE  BUSINESS  JET  THAT'S  BACKED  BY  AN  AIRLINE. 


To  take  full  advantage  of  today's  opportunity  to 
finance  a  Falcon  at  special  low  rates,  call  Finn 
Hedlund,  Falcon  Sales  Managerat(212)973-4400, 
in  the  Pan  Am  Building,  New  York— or  you  can 
contact  AiResearch  Aviation  Company,  Chicago 
(312)  654-2555. 
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Forbes 


Bonds:  A  Market  for  Everyman 
or  a  Passing  Fancy? 

"A  bond  a  day  keeps  inflation  away"— Wall  Street  doggerel,  circa  1970 


A  proper  lady  with  gray  hair  and  an 
overly  long  skirt  popped  out  of  a  safety 
deposit  booth  in  a  Westport,  Conn, 
bank  the  other  day.  In  her  arms  she 
held  an  immense  pile  of  AT&T  stock 
certificates  encircled  by  a  rubber  band. 
"Cash  these  and  put  me  in  bonds," 
she  told  the  bank  manager  somewhat 
indignantly.  The  manager  shook  his 
head  grimly,  but  he  proceeded  to  do 
what  the  elderly  customer  had  in- 
structed. 

The  manager  knew  he  was  cor- 
nered. All  he  could  offer  the  woman 
on  a  routine  savings  account  was  4.5?. 
All  the  savings  hank  across  the  street 
could  pay  was  S%  on  -i  regular  account 
along  with  a  gift  frying  pan.  or  6%  on 
a  certificate  of  deposit.  Hut  the  woman 
could  get  97  on  a  corporate  bond 
rated  AAA  In  Moody's.  If  she  invested 
in  a  tax-exempt  municipal  bond  yield- 
ing TV.  and  was  in  a  tax  bracket  over 
502  (and  who  could  doubt  it),  she 
might  obtain  an  annual  return  equiva- 
lent to  141. 

Seeing  the  tight 

Many  individual  investors  have  been 
coming  to  the  same  conclusion  for  the 
past  vear.  The  difference  between  the 
yield  on  Moody's  AAA  bonds  (8.543 

and  Standard  &  Poor's  500-stock  in- 
1.16%)  was  as  much  as  4.38''  re- 
cently. The  gap  is  enough  to  send  a 
stock  salesman  out  to  a  three-martini 
lunch.  But  it  has  brought  a  new  snap 
to  the  talk  of  colleagues  in  the  bond 
departments  of  brokerage  houses.  "I've 
even  gone  over  to  them  myself,"  says 
Edward  Farrell,  chief  of  research  at 
E.F.  Hutton.  "And  I  never  thought  I'd 
ever  buy  a  bond." 

Not  so  main'  years  ago  the  bond 
market  was  almost  entirely  an  institu- 
tional market.  It  only  paid  4%  or  5'/, 
and  the  individual  could  do  as  well  in 
savings  &  loans.  The  return  was  bare- 
ly enough  to  keep  up  with  inflation, 
but  it  was  the  traditional  way  to  in- 
vest, and  after  all,  the  men  who  man- 
aged this  money  weren't  usually  paid 
to  take  chances. 

Suddenly,  many  institutions  became 
"performance-minded"   and   began  to 


shift  toward  equities  or  at  least  equity 
participations.  At  the  same  time,  mon- 
ey became  tight.  The  two  factors,  oc- 
curring more  or  less  simultaneously, 
sent  bond  prices  soaring. 

For  a  long  time,  stock  salesmen  had 
told  people  that  stocks,  held  for  the 
very  long  pull,  paid  8%  on  average,  far 
better  than  bonds.  But  here  was  the 
stock  market  turning  sour  and  bond 
yields  creeping  past  8%  and  on  to  9%. 
Converts  began  to  be  made.  Even  as 
institutions  were  shifting  increasingly 
from  bonds  to  stocks,  a  great  many 
individual  investors  were  doing  just 
the  opposite. 

A  good  deal  of  the  public  buying  of 


bonds  involved  what  is  known  as  "dis- 
intermediation."  That  is,  the  public 
was  diverting  money  from  savings  ac- 
counts and  insurance  policies  and  the 
like  directly  into  bonds— thus  "disinter- 
mediating"  the  traditional  bond-buy- 
ing institutions. 

Sidney  Homer,  partner  of  Salomon 
Bros.  &  Hutzler  and  a  ranking  philos- 
opher of  the  bond  market,  feels  that 
the  new  investors  are  largely  "average 
savings  bank  depositors,  not  wealthy 
stock  market  people.  Here  is  a  way 
to  put  money  out  at  9%;  no  better 
way  to  beat  inflation."  Homer  notes 
that  in  1968  individuals  put  $27  bil- 
lion into  savings  accounts  and  $9  bil- 
lion into  the  bond  market.  In  1969, 
however,  there  was  a  complete  turn- 
around. Individuals  placed  only  $9 
billion  in  savings  accounts  but  $29 
billion  in  the  bond  market. 

line  Forms  to  the  Right 

The  individual  investor  has  remade 
the  structure  of  the  bond  market.  Mer- 
rill Lynch,  Pierce,  Fenner  &  Smith  re- 
cently was  the  prime  underwriter,  for 
example,  of  a  $100-million  issue  of 
New  Jersey  Bell  Telephone  deben- 
tures, which  went  like  hot  cakes  at  the 
highest  investment  yield,  9.35%,  and 
the  highest  company  interest  cost, 
9.43467%,  ever  paid  by  a  subsidiary  of 
American  Telephone.  Merrill  Lynch,  as 
the  manager  of  the  underwriting  syn- 
dicate, was  allotted  only  $7.7  million 
of  the  issue.  But  with  its  190  branches 
and  numerous  small  accounts,  it  was 
able  to  push  out  $27  million  worth; 
it  picked  up  most  of  the  extra  $19  mil- 
lion or  so  from  other  members  of  the 
underwriting  syndicate.  Of  the  total, 
institutions  bought  only  $9  million,  but 
individual  investors  picked  up  the  re- 
maining $18  million. 

While  not  sophisticated  investors, 
the  newcomers  are  trying  out  all  types 
of  bonds— governments,  municipals  and 
corporates.  Last  year  individuals 
bought  $8.5  billion  worth  of  govern- 
ment bonds,  $4  billion  worth  of  fed- 
eral agency  issues,  $5  billion  worth  of 
municipals  and  $7  billion  worth  of 
corporate  bonds.  It  is  obviously  a  high- 
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ly  diversified  market,  and  it  has  dou- 
bled the  bond  volume  of  some  Wall 
Street  houses  in  1969  and  so  far  in 
1970.  Short-term  corporate  bonds  ma- 
turing in  three  to  five  years  have  been 
extremely  popular.  And  some  investors 
are  being  coached  on  developed  port- 
folio techniques.  They  switch  from, 
say,  seasoned  to  unseasoned  bonds,  or 
between  corporates  and  governments, 
which  have  been  yielding  about  200 
basis  points,  or  two  whole  percent- 
age points,  below  corporates. 

What  appeals  to  some  investors, 
such  as  Richard  S.  Katz,  a  Los  An- 
geles salesman,  are  the  opportunities 
in  discount  bonds.  These  are  bonds 
floated  two  to  30  years  ago  at  par 
(usually  100).  Now  they  may  be  down 
in  price,  down  to  60%,  50%  or  even 
40%  of  face  value.  The  yield,  if  held 
to  maturity,  has  risen  well  ahead  of 
the  coupon  rate  (annual  payment)  on 
the  issue.  When  the  bond  matures,  the 
holder  stands  to  receive  100  cents  on 
the  dollar.  "I  feel  I'll  make  a  hell  of  a 
good  profit  from  them  along  with  a 
nice  yield  while  I'm  waiting  for  them 
to  mature,"  Katz  says.  Another  advan- 
tage of  discount  bonds  is  that  the  gain 
at  maturity  is  usually  a  capital  gain. 

Brokerage  firms  have  been  slow  to 
embrace  the  bonds  phenomena  large- 
ly because  the  commission  on  a  $1,000 
bond  sale  was  only  $2.50.  Most  houses 
have  raised  the  fee  to  $5,  which  is 
still  only  one-half  of  1%  compared  with 
1.6%  on  the  average  stock  trade.  Mer- 
rill Lynch,  for  one,  has  tried  to  fatten 
the  kitty  by  offering  sales  credits  to 
high  performers.  Salesmen  are  begin- 
ning to  bring  their  talents  to  bear 
more,  however,  on  the  bond  market. 
Issues  for  a  sewage  disposal  district 
are  made  to  sound  like  glamorous  pol- 
lution control  stocks. 

Who  Is  Smarter? 

With  the  Federal  Reserve  allowing 
for  an  expansion  in  the  money  supply, 
there  already  has  been  a  movement 
by  some  institutions— banks,  insurance 
companies,  pension  funds  and  even 
mutual  funds— back  into  the  bond 
market.  If  this  trend  continues,  bond 
yields  will  probably  drop  and  bond 
prices  will  rise.  If  that  happens,  the 
little  bond  buyer  may  turn  out  to  have 
been  smarter  than  some  of  the  big  in- 
stitutions; not  only  will  he  have  reaped 
a  handsome  interest  rate  but  a  capital 
gain  as  well.  All  of  which  will  leave 
him  a  good  deal  happier  than  most 
recent  stock  market  investors  have 
been  and  could  even  create  a  whole 
new  class  of  habitual  bond  buyers.  "I 
think  we've  got  some  permanent  in- 
vestors," says  Albert  M.  Wojnilower, 
vice  president  of  the  First  Boston 
Corp.  "Those  savings  bank  types  tend 
to  be  believers."  ■ 
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Penn  Central— The  Unanswered  Question: 

What  were  the  prestigious  directors  do- 
ing while  this  corporate  empire  burned? 


The  list  at  the  right  contains  some  of 
the  most  respected  names  in  American 
business,  as  company  managers  or  top 
bankers  or  shrewd  investors.  Yet  all 
these  respected  men  are,  or  were  until 
they  recently  resigned,  directors  of  the 
Penn  Central  Corp.,  and  participants 
in  one  of  the  worst  disasters  in  Ameri- 
can corporate  history  since  1929. 

Beyond  the  immediate  disaster, 
however,  is  a  set  of  old  concerns  that 
may  have  even  longer-run  impact:  the 
responsibilities  of  directors.  Congress- 
man W.  Wright  Patman  (Dem.,  Tex.) 
is  asking  how  bankers,  in  their  role  as 
directors,  can  obtain  intimate  details 
about  a  company's  finances  and  then, 
as  bankers,  run  giant  investment  op- 
erations that  could  be  buying  and  sell- 
ing Penn  Central  stock. 

But  there  is  a  deeper  issue  here 
than  conflicts  of  interest.  It  is  the  all- 
important  question  of  where  the  ulti- 
mate power  sits  in  a  giant  corporation. 
Theoretically,  this  power  resides  in 
the  directors.  Says  Stanley  C.  Vance, 
author  of  The  Corporate  Director  and 
a  professor  at  the  University  of  Ore- 
gon: "In  practically  every  corporate 
charter  you'll  find  the  simple  state- 
ment that  the  function  of  the  board  of 
directors  is  to  'manage  and  control.' 
Most  boards  abdicate  this  responsibili- 
ty. Though  they  are  composed  of 
well-meaning  and  dedicated,  compe- 
tent individuals,  they  just  don't  have 
the  time  to  run  an  enterprise  the  size 
of  the  Penn  Central.  As  a  consequence 
they  are,  in  a  sense,  derelict  in  their 
duties."  Not  in  any  legal  sense,  but 
simply  that  they  could  not  possibly  do 
what  was,  in  theory,  expected  of  them 
as  directors. 

Whose  Business? 

If  men  like  those  who  constituted 
the  Penn  Central  board  are,  in  Vance's 
words,  "derelict  in  their  duties,"  who 
is  to  blow  the  whistle  on  incompetent, 
ineffectual  chief  executives? 

Otto  N.  Frenzel  was  one  of  the 
Penn  Central  board's  most  senior  mem- 
bers until  he  resigned  last  month. 
Frenzel  defends  the  use  of  important 
outsiders  on  the  Penn  Central  board. 
"If  you  take  individuals  who  have  ac- 
complished things  and  been  success- 
ful and  you  eliminate  all  of  them  from 
the  board,  you  won't  have  anyone 
who  is  worth  a  damn  on  the  board." 

Frenzel  believes  that  the  situation 
of  the  railroads  in  general  is  so  bad 
there  was  little  the  Penn  Central  could 
do.  "The  railroads  never  had  any  sub- 
sidv  while  everv  other  form  of  trans- 


portation had  billions  in  subsidy.  You 
take  this,  along  with  the  antiquate 
union-labor  laws,  and  nobody  can  or. 
erate  this  railroad,  in  my  opinion,  ur 
less  things  change  fundamentally." 

Frenzel  is  partly  right.  More  so,  cer 
tainly,  than  many  of  the  ill-informe 
critics  who  are  putting  all  the  blar 
on  management;  certainly  the  railroac 
are  getting  a  raw  deal.  But  Frenzel 
ducking  part  of  the  issue.  A  top  for 
mer    Penn    Central    executive    says 
"Boards  can't  run  companies.  Only 
chief  executive  officer  can.  The  troi 
ble  with  the  Penn  Central  board  wa 
that  it  vacillated.   It  had   cliques, 
wouldn't  allow  anyone  to  be  a  rea 
chief  executive.  Not  Stuart  Saunders 
Not  Alfred  Perlman.  Not  David  Bev 
an.  To  this  extent,  at  least,  the  board 
is  at  fault,  and  seriously  at  fault."  It  is 
no    secret    that    Alfred    E.    Perlman 
(p.  56)  was  made  chief  operating  of- 
ficer but  was  never  allowed  to  operate. 
That  the  creaky  and  ancient  Pennsyl- 
vania Railroad  methods,  in  a  kind  of 
Gresham's     law,     overwhelmed     the 
more  modern  and  efficient  New  York 
Central  system.  That  Saunders,  a  great 
negotiator  and  a  topnotch  legal  man, 
had    neither   the    inclination    nor    the 
time  to  run  the  railroad.  That  David 
Bevan  ran  the  company's  financial  af- 
fairs pretty  much  to  suit  himself. 

Gone:   $7  00  Million 

Then  there  is  the  embarrassing  ques- 
tion of  dividends.  From  the  time  of 
the  merger  until  last  fall,  Penn  Central 
paid  out  nearly  $100  million  in  com- 
mon dividends.  During  this  same  pe- 
riod its  working-capital  position  de- 
teriorated by  $140  million  and  its  debt 
climbed  sharply.  Why  did  the  direc- 
tors approve  the  payment  of  dividends 
on  such  a  large  scale? 

For  a  long  time,  the  newspapers 
and  the  politicians  are  going  to  talk 
over  the  Penn  Central  disaster.  Most 
of  the  talk  will  be  about  the  wrong 
things— poor  passenger  service,  too 
much  diversification,  high  executive 
salaries.  But  these  aren't  the  most  im- 
portant issues.  The  big  problems  are 
these:  laws  that  smother  the  railroads 
while  supplying  tax  dollars  to  their 
competitors;  and  whether  a  board  of 
directors  can  act  forcefully  when  man- 
agement is  out  of  control.  As  to  the 
first  set  of  problems,  it  is  now  the 
responsibility  of  Congress  to  act.  As  to 
the  second,  the  Penn  Central  board- 
main  of  whose  members  represented 
substantial  holdings  in  the  company- 
did  not  act  effectively.  ■ 
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The  Railroads 
Ask  for  Help 


At  the  stabt  of  May,  the  Penn  Cen- 
tral had  18%  more  cars  on  its  system 
than  the  Penn  Central  owned.  At  the 
same  time  the  prosperous  Burlington 
Northern  had  possession  of  only  62%  of 
the  cars  it  owned.  What  was  happen- 
ing was  all  too  clear:  The  weaker  rail- 
roads were  staying  in  business  by  using 
the  equipment  of  the  stronger  roads 
and  paying  rentals  too  low  to  provide 
a  return  on  equipment  bought  with 
9%  and  10%  money. 

At  the  same  time,  freight-car  orders 
have  dropped  to  the  lowest  level  in 
eight  years— this  in  a  period  when 
the  railroad  system  as  a  whole  is  short 
of  cars.  "Every  railroad  I  know  of  is 
turning  away  business  for  lack  of 
cars,"  says  one  top  railroadman,  citing 
grain  and  coal  as  two  commodities 
that  were  suffering. 

This  damage  to  the  nation's  move- 
ment of  freight— far  more  than  what 
is  happening  to  the  now-vestigial  pas- 
senger business— is  at  the  root  of  the 
current  railroad  crisis.  After  decades 
of  subpar  return  on  investment,  U.S. 
railroads  are  finally  running  short  of 
capital;  even  those  railroads  that  still 
have  to  hesitate  to  buy  freight  cars 
to  be  used  on  somebody  else's  lines. 

Late  last  month  in  Washington,  the 
Association  of  American  Railroads 
held  a  press  conference  to  propose  a 
$l-billion  annual  aid  package  from 
the  Federal  Government.  A  key  point 
involved  government-guaranteed  loans 
to  help  finance  the  purchase  of  new 
freight  cars  and  for  government  sub- 
sidy on  the  interest.  It  also  urges  es- 
tablishment of  a  nonprofit  corpora- 
tion to  own  and  manage  a  fleet  of 
general-purpose  freight  cars,  which 
could  be  shifted  wherever  needed  but 
would  not  constitute  a  burden  on  any 
single  railroad. 

The  railroads  asked  for  other  things: 
exemption  from  the  $300  million  they 
pay  every  year  in  local  property  taxes 
(with  the  U.S.  compensating  the  lo- 
calities for  lost  revenues);  government 
money  for  maintaining  and  upgrading 
railroad  tracks;  and  loans  to  weak  rail- 
roads. The  freight-car  proposal,  be- 
cause it  would  cost  less  and  involve 
less  direct  government  intervention, 
probably  has  the  best  chance. 

Will  Congress  listen?  Initial  political 
reaction  to  the  Penn  Central  collapse 
was  one  more  of  outrage  than  of  sym- 
pathy. Truckers  and  airlines,  perhaps 
shortsightedly,  can  be  expected  to  ob- 
ject. And  the  railroads  have  cried 
"wolf"  so  many  times  before. 

Only  this  time  the  wolf  really  is  at 
the  door.  ■ 
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Loaded  Laggards 


It's  bargain  day  on  Wall  Street.  But  any  wise  shopper  knows  that  a  bargain  isn't  a/ways  a  bargain. 


For  the  past  19  years  Forbes  has 
been  compiling  an  annual  list  of 
"Loaded  Laggards,"  companies  whose 
common  stock  price  is  well  below  the 
value  of  the  assets  behind  the  stock. 
In  recent  years,  in  a  bull  market  hun- 
gry for  bargains  and  full  of  acquisi- 
tion-minded corporations,  the  list  has 
been  slim  pickings.  To  get  any  size 
list  at  all,  our  statisticians  had  to  lower 
their  sights  and  put  on  the  list  the 
stock  of  any  company  whose  discount 


•That  is,  $1  worth  of  stock  bought  $1.20  worth  of 
that  company's  retained  earnings  plus  the  stated  par 
value  of  its  common  stock  and  any  small  amount  of 
capital  in  excess  of  par  value  accrued  at  the  time  of 
the  initial  offering. 


from  book  value  was  20%  or  more.  In 
other  words,  if  the  book  value  was, 
say,  $25  a  share,  the  stock  had  to  sell 
for  $20  or  less.*  Last  year,  just  at  the 
height  of  the  bull  market,  we  were 
forced  to  classify  as  Loaded  Laggards 
any  good-sized  company  that  was  sell- 
ing below  book  value  to  any  extent. 
Otherwise  there  would  have  been  no 
list  to  compile. 

This  year,  the  statisticians  had  a 
field  day.  Poring  over  a  computer 
print-out  of  1,800  public  companies, 
they  discovered  that  a  full  third  of 
them  fell  into  the  Loaded  Laggard 
class,   up   from   maybe   7%  last  year. 


So,  they  raised  their  sights:  To  get 
on  the  list  this  year,  a  stock  had  to  sell 
around  40%  or  more  below  book  value. 

Despite  the  stiffer  standards,  this 
year's  list  is  literally  awash  in  presti- 
gious names.  Not  so  many  years  ago, 
Lpaded  Laggard  was  almost  synony- 
mous with  Cat  &  Dog.  But  now:  Boe- 
ing, Collins  Radio,  White  Motor, 
Deere  &  Co.,  Chrysler,  Mead  Corp., 
Trans  World  Airlines,  UAL— Loaded 
Laggards  all. 

Ironically,  many  multicompanies 
that  were  themselves  the  bargain  hun- 
ters of  the  Sixties  are  now  Loaded 
Laggards    too.    Among    them:    SCM, 


Loaded  Laggards:  1970 

Net 
Working 

Latest 

Price/ 

Discount 

Total 

1968-70 

12  Months 

Earnings 

Book 

Recent 

From 

Capital 

Indebtedness 

Price  Range 

Earnings 

Ratio 

Company 

Value 

Price 

Book  Value 

(rr 

illions) 

Electric  &  Electronics 

25%-  6% 

d$1.07 

— 

Admiral 

$16.68 

7 

58.0% 

$  69.2 

$    83.3 

10iy8-12y8 

0.98 

13 

Collins  Radio 

39.80 

12% 

68.3 

103.5 

251.2 

30%-10 

1.27 

8 

Globe-Union 

23.02 

10% 

54.9 

15.0 

36.8 

41%-  9% 

1.29 

8 

Natl  Union  Electric 

22.02 

10% 

52.9 

53.0 

65.6 

30'/«-  6 

0.05 

— 

Standard  Kollsman 

12.65 

6% 

50.6 

30.5 

37.3 

Automotive  &  Aircraft 

901/4- 12i/2 

0.11 

— 

Boeing 

39.88 

12% 

68.7 

610.4 

1,806.4 

37     -  8% 

0.69 

13 

Budd 

28.29 

8% 

68.6 

106.7 

234.9 

723/4-16i/2 

0.24 

— 

Chrysler 

42.72 

18 

57.9 

532.3 

2,441.5 

57     -15% 

2.46 

7 

Kelsey  Hayes 

36.53 

17% 

58.2 

52.4 

96.2 

60%-  7% 

d  3.28 

— 

Lockheed  Aircraft 

28.26 

73/4 

72.6 

312.7 

950.3 

521/2-251/2 

5.56 

5 

Smith,  A  0 

55.73 

26% 

52.2 

68.1 

94.0 

571/2-IOV4  • 

1.64 

6 

White  Motor 

32.88 

10% 

68.8 

168.4 

328.9 

Food  &  Drinks 

341/2-  8% 

d  1.16 

— 

American  Bakeries 

17.55 

9% 

47.3 

13.3 

41.2 

54%-28% 

3.61E 

8 

Anderson  Clayton 

61.93 

29 

53.2 

95.1 

133.7 

19%-  5% 

d  2.40 

— 

Libby  McNeil  &  Libby 

16.18 

5% 

66.0 

67.3 

154.8 

191/4-  4% 

d  0.05 

— 

Publicker  Inds 

14.96 

4% 

67.4 

46.4 

51.5 

57     -I91/4 

2.87 

7 

Schenley  Inds 

31.65 

19% 

37.6 

312.3 

294.0 

241/2-H 

1.27 

9 

Sucrest 

20.64 

11% 

43.7 

13.8 

283 

16%-  3% 

d  0.54 

— 

Rath  Packing 

9.61 

4% 

49.3 

6.8 

26.5 

55%-  8% 

1.50 

6 

Ward  Foods 

15.77 

9% 

39.8 

48.9 

143.4 

Textiles 

251/2-13% 

1.05 

14 

Cone  Mills 

39.27 

14% 

63.1 

91.6 

90.3 

273/4-  6 

d  0.19 

— 

Dan  River  Mills 

23.25 

6% 

70.4 

97.6 

145.1 

40y4-153/4 

1.01 

16 

Kroehler  Mfg 

34.87 

16% 

53.8 

26.0 

23.7 

32%-18i/4 

2.70 

8 

Lowenstein  M,  &  Sons 

39.73 

21 

47.1 

87.7 

134.0 

51     -I8V2 

2.68 

7 

Reeves  Brothers 

34.27 

19 

44.6 

47.8 

51.2 

49%-ioy4 

0.75 

15 

Riegel  Textile 

25.19 

11% 

55.3 

39.6 

68.1 

26% -13 

0.84 

16 

Springs  Mills 

28.18 

13% 

53.0 

116.0 

83.1 

67     -26 

3.73 

7 

Stevens  J  P 

62.93 

27% 

56.7 

336.3 

272  1 

41     -18% 

3.61 

5 

United  M  &  M 

40.01 

19% 

51.6 

266.3 

442.7 

54  %-16i/4 

2.10 

9 

West  Point-Pepperell 

39.37 

18% 

53.6 

97.1 

82.7 

Paper  Products 

80     -Hi/4 

1.33 

8 

Dennison  Mfg 

19.14 

11% 

41.2 

43.2 

42.0 

28%-  3 

0.02 

— 

Brown  Co 

9.31 

5 

46.2 

42.8 

89.7 

32     -15 

2.32 

7 

Federal  Paper  Board 

27.92 

15% 

45.8 

30.4 

37.3 

331/2-12% 

1.45 

9 

Mead 

24.71 

12% 

49.4 

184.3 

359.9 

Steel 

29%-143/4 

2.63 

7 

C  F  &  1  Steel 

40.81 

18 

55.8 

83.2 

89.0 

52     -233/g 

3.96 

7 

Cyclops 

52.22 

27% 

47.3 

77.5 

93.0 

2978-10 

0.90 

11 

Granite  City  Steel 

25.48 

10% 

57.8 

48.4 

197.7 

403/4-223/4 

2.89 

8 

Inland  Steel 

38.23 

23 

39.8 

137.5 

551.4 

20 
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Osden.  Olin  and  Charles  Bluhdorn's 
Gulf  &  Western. 

A  year  from  now,  given  any  kind  of 
market  recovery,  some  of  these  stocks 
will  turn  out  to  have  been  prime  bar- 
gains. But  not  all  of  them.  Some  are 
laggard  because  they  deserve  to  be. 
In  some  companies  the  earning  power 
of  the  assets,  modernized  and  expand- 
ed during  the  recent  capital  spending 
boom,  is  far  above  book  value.  In 
other  cases,  it  is  far  below:  For  ex- 
ample. Penn  Central  has  a  book  value 
of  more  than  $100  a  share,  close  to 
$3  billion  in  all.  But  management  has 
had  trouble  meeting  payrolls  of  the 
bankrupt  railroad.  Or  consider  the 
steel  companies,  the  textile  compa- 
nies and  some  commodity  processors. 
Their  stocks  have  been  Loaded  Lag- 
gards for  many  years  now,  and  per- 


haps for  good  reason:  The  assets  fig- 
ure—which is  merely  an  historical  cost 
—may  be  way  out  of  line  with  the  real 
potential  earning  power. 

Besides  Penn  Central,  other  big 
companies  are  in  trouble  today.  Some 
will  get  out  of  it.  Others  will  not. 
Among  the  Loaded  Laggards  with  se- 
rious problems  today  are:  Lockheed, 
Boeing  and  Chrysler.  One  danger  sig- 
nal for  such  companies  is  their  poor 
ratio  of  net  working  capital  to  total 
indebtedness.  For  Boeing  and  Lock- 
heed, for  example,  debt  is  three  times 
the  size  of  working  capital  at  a  time 
when  cash  flow  is  way  down  or  de- 
clining. For  Chrysler  the  ratio  is  near- 
ly 5  to  1. 

Of  course,  the  mere  fact  that  in- 
debtedness greatly  exceeds  net  work- 
ing capital  need  not  mean  that  a  com- 


pany is  in  financial  difficulty,  as  long 
as  working  capital  is  adequate  for  op- 
erations and  as  long  as  the  debt  does 
not  mature  in  the  near  future.  But 
the  investor  should  take  a  closer  look 
at  laggards  with  poor  working  capital 
indebtedness  ratios  like  Ogden  (5  to 
1)  or  TWA  (6tol). 

Another  danger  signal  to  watch  out 
for  among  the  Loaded  Laggards  is  the 
recent  elimination  of  dividends.  White 
Motor  and  Jones  &  Laughlin  are  cases 
in  point. 

Wall  Street's  bargain  basement  is 
crammed  full  to  overflowing  these 
days  waiting  for  shoppers  with  money 
to  spend.  But  as  many  a  shopper  has 
learned  only  from  bitter  experience, 
reduced  prices  alone  do  not  necessari- 
ly mean  a  bargain.  There  may  be  a. 
good  reason  for  the  fire  sale.  ■ 


Loaded  Laggards:  1970 

Net 
Working 

Latest 

Price/ 

Discount 

Total 

1968-70 

12  Months 

Earnings 

Book 

Recent 

From 

Capital 

Indebtedness 

Price  Range 

Earnings 

Ratio 

Company 

Value 

Price 

Book  Value 

(millions) 

39'/8- 11 

0.81 

14 

Jones  &  Laughlin 

42.71 

11% 

73.1 

164.9 

525.8 

33'/2-16yg 

3.32 

5 

Jorgensen  Earl  Co. 

28.90 

173/4 

38.6 

28.8 

32.8 

39%  -23  3/4 

2.04 

12 

Keystone  Con  Ind 

48.58 

241/4 

50.1 

62.5 

92.4 

39      15 

2.33 

7 

t ukens  Steel 

30.75 

16 

48.0 

26.7 

20.7 

48'/«-13 

0.17 

— 

McLouth  Steel 

47.94 

13% 

72.1 

65.9 

162.9 

53>/8-28y» 

4.56 

6 

Republic  Steel 

64.60 

28'/8 

55.3 

176.2 

737.1 

28     -5»/2 

0.43 

14 

Standard  Pressed  Steel 

13.68 

57/8 

57.1 

42.7 

78.3 

49     -303/8 

3.73 

8 

U.  S.  Steel 

66.47 

31i/4 

53.0 

533.6 

3,027.3 

Industrial  Farm  Equipment 

38'/813'/8 

1.49 

9 

Allis-Chalmers 

29.81 

13% 

53.5 

211.2 

331.6 

59y2-29 

3.30 

9 

Deere 

46.00 

29 

37.0 

578.6 

692.4 

383/422'/8 

2.36 

10 

Intn'l  Harvester 

41.70 

23 

44.8 

751.0 

870.9 

26>/«-  8'/8 

1.48 

6 

Massey-Fergusson 

25.46 

93/s 

63.2 

355.6 

635.8 

Metals 

66V4  22 

4.19 

6 

Anaconda 

53.27 

24 

55.0 

261.6 

597.4 

307/8-  7Va 

d  0.47 

— 

American  Zinc 

20.55 

8 

61.1 

13.5 

43.7 

523/8-17y4 

5.02 

4 

Cerro 

46.06 

183/8 

60.1 

140.9 

191.3 

Retail 

267/8-  5 

0.70 

9 

City  Stores 

25.54 

61/4 

75.5 

57.5 

86.7 

ISVt-U 

1.24 

9 

Neisner  Bros 

31.88 

11 

65.5 

15.4 

19.5 

29i/2-  6i/2 

0.94 

8 

Spartans  Inds 

15.74 

m 

52.3 

126.9 

448.8 

371/4-  7y8 

1.52 

6 

Vornado 

18.84 

9% 

48.9 

54.2 

104.5 

Miscellaneous 

633/4-ny2 

2.31 

5 

Allied  Products 

25.21 

12 

52.4 

38.8 

90.0 

6iy8-30 

3.68 

8 

Crane 

57.45 

3oy8 

46.3 

194.3 

391.7 

66%-  9>/2 

2.35 

5 

Gulf  &  Western  Inds 

23.16 

12% 

46.6 

576.5 

1,578.9 

47%-  9% 

1.13 

10 

MSL  Inds 

21.78 

ioy8 

50.1 

32.8 

63.8 

297/8-  7»/2 

0.18 



Moore-McCormack 

42.12 

IVz 

82.2 

2.1 

54.4 

52    -  7y8 

0.76 

10 

Ogden 

13.09 

7V4 

44.6 

81.1 

401.7 

48y2-14 

1.95 

7 

Olin 

26.28 

14i/8 

46.3 

225.3 

465.3 

6iV4-iiy8 

1.73 

7 

SCM 

26.05 

H7/8 

54.4 

231.8 

297.6 

491/4-181/4 

3.61 

5 

Todd  Shipyard 

41.31 

19 

54.0 

34.0 

42.2 

46     -103/4 

0.82 

15 

Triangle  Inds 

21.55 

12 

44.3 

49.2 

63.9 

5O1/4-IO3/4 

d  1.24 



TWA 

29.94 

11% 

62.8 

171.3 

1,060.1 

413/4-  7y8 

d  4.68 



Twentieth  Cent  Fox 

14.46 

81/4 

42.9 

231.6 

230.1 

601/2-121/2 

1.64 

8 

UAL 

32.20 

133/8 

58.5 

22.9 

1,341.7 

451/2-    67/g 

d-Defiol.       Nole 

d  2.34 

Working  capita. 

equals  curren 

Western  Air  Lines 

19.45 

67/8 

64.6 

20.4 

286.7 

f  assets  minus  current  liabilities 

Tola/  indebtedness  equo/s  current  liabilities,  long  term  debt. 

deterred  taxes, 

minority  infer 

est. 

-= 
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To  Keep  the  Lights  Burning. . . 

Rarely  have  the  power  companies  faced  more  serious  problems  than  they  do  today.  But  there  are 
solutions,  both  short-range  and  long:  rate  increases,  for  one;  large-scale  mergers,  for  another. 


Here  is  a  supreme  irony:  Growth, 
long  the  goal  and  dream  of  business- 
men, is  turning  into  a  nightmare. 

The  American  Telephone  &  Tele- 
graph Co.  is  a  ease  in  point.  It  has 
poured  billions  of  dollars  into  new 
equipment  and  has  built  what  most 
objective  people  concede  is  the  world's 
most  magnificent  communications  sys- 
tem. Yet  telephone  service  is  today 
choking  on  its  own  growth.  Unable 
to  keep  up  with  demand,  telephone 
service  is  suffering.  In  an  effort  to 
maintain  standards,  AT&T  is  forced 
to  pay  9%  and  more  for  expansion 
money  and  then  to  ask  for  rate  hikes 
to  compensate  it  for  the  cost.  Which 
leaves  the  public  in  the  position  of 
having  to  pay  increasing  bills  for 
poorer  service. 

Think  this  over  and  ponder  the  im- 
plications: This  situation,  painful  for 
AT&T,  is  even  more  painful  for  the 
giant  electrical  utility  industry. 

With  revenues  of  more  than  $20 
billion,  net  income  of  over  $3  billion, 
and  total  assets  of  $75  billion,  the 
electric  power  industry  is  far  and  away 
the  largest  in  the  U.S.— two-thirds 
again  as  large  as  the  petroleum  refin- 
ing industry  and  nearly  twice  as  large 
as  the  railroad  and  communications 
industries.  At  last  calculation,  in  fact, 
it  had  absorbed  more  than  12%  of  the 
U.S.'  total  invested  capital.  The  way 


things  are  going,  in  30  years  the  in- 
dustry will  be  seven  to  eight  times  the 
size  that  it  is  today. 

Far  from  being  exhilarated  at  such 
a  prospect,  most  utility  executives 
these  days  are  more  than  a  little  de- 
pressed by  it.  Last  year  was  the  big- 
gest and  best  year  in  history,  but,  for 
all  that,  it  may  well  have  marked  the 
high-water  mark  in  the  industry's  pres- 
ent fortunes.  All  during  the  late  Sixties 
when  industry  revenues  rose  rapidly, 
expenses  tended  to  rise  even  faster,  so 
that  earnings  noticeably  failed  to  keep 
pace.  There  were  two  chief  villains: 
runaway  construction  costs  and  sky- 
high  interest  rates.  Thus  1969  broke 
all  records  for  sales  and  earnings,  but 
even  so  five  of  the  U.S.'  50  largest  in- 
vestor-owned power  producers  report- 
ed earnings  declines.  Potomac  Elec- 
tric even  suspended  dividend  pay- 
ments for  two  quarters  as  a  result. 

Now  the  negative  trend  is  accelerat- 
ing. In  1970's  first  quarter,  15  major 
power  producers  reported  earnings  de- 
clines. The  number  would  have  been 
greater  but  for  the  expiration  of  the 
federal  tax  surcharge.  It  would  have 
been  greater  still  but  for  the  book- 
keeping options  an  increasing  number 
of  utilities  have  been  taking.  Such 
companies  as  Allegheny  Power,  Utah 
Power  &  Light,  Baltimore  Gas  &  Elec- 
tric changed  last  year  to  flow-through 


accounting,  which  funnels  the  tax  sav- 
ings resulting  from  various  forms  of 
rapid  depreciation  into  net  income. 
Others,  Cincinnati  Gas  &  Electric 
among  them,  have  stretched  out  de- 
preciation schedules. 

And  nearly  everybody  capitalizes  in- 
terest costs  in  new  construction.  This 
tends  to  delay  the  full  effect  on  earn- 
ings of  today's  sky-high  interest  rates. 
Eventually,  however,  the  latest  inter- 
est costs  will  begin  to  affect  the  prof- 
it-and  -!oss  statement.  Consider  what 
happened  last  year  to  Idaho  Power: 
With  completion  of  its  giant  Hell's 
Canyon  dam,  it  could  no  longer  charge 
$1.5  million  in  interest  to  construction. 
Result:  In  spite  of  a  $2.5-million  in- 
crease in  revenues,  Idaho's  net  slid 
8200,000. 

Here  was  an  industry  whose  earn- 
ings growth  was  virtually  guaranteed. 
A  highly  automated  industry,  pretty 
much  insulated  from  wage  inflation. 
An  industry  virtually  competition-free, 
with  rate  commissions  permitting  rates 
to  keep  up  with  costs.  Technologically 
blessed,  in  that  larger  and  larger 
plants  meant  lower  and  lower  costs 
and  provided  yet  another  buffer 
against  a  cost  squeeze. 

A  fine  script  for  investors.  But  the 
script  was  written  in  days  of  5.5%  and 
6%  money  and  3%  and  4%  inflation. 
Now  monev  is  at  10%  and  inflation  at 


Blackout:  The   1965  power  failure  shattered  the  industry's  technological  complacency,  ushered  in  its  present  troubles. 


■  V '..;.-  ;,'<-: 


6?.  This  wasn't  at  all  what  the  script 
called  for. 

'  Neither  was  the  recent  stampede  to 
local  utility  commissions  for  rate  in- 
creases. In  1968  rate  increases  were 
grafted  for  only  S21  million,  an  in- 
crease of  only  0.13?  in  the  nation's 
electricity  bill.  Last  year,  however,  the 
increases  soared  to  S145  million,  an 
0.9?  gain.  This  year,  the  figure  may 
skyrocket  to  S500  million,  a  3%  gain. 
Electricity  rates,  after  remaining  sta- 
ble for  nearly  a  decade,  have  started  to 
climb  along  with  everything  else.  Even 
American  Electric  Power,  the  U.S.' 
largest  privately  owned  producer  and 
the  industry's  most  outspoken  advo- 
cate of  low-cost  power,  has  little  hope 
that  it  can  avoid  seeking  a  rate  in- 
crease in  1971.  "Our  only  consola- 
tion." says  AEP's  President  Donald  C. 
Cook,  "is  that  we'll  be  among  the  last 
rather  than  among  the  first." 

Most  companies  were  less  comfort- 
ably off.  In  May  Carolina  Power  & 
Light,  which  had  applied  for  a  10.5% 
increase  in  April,  asked  the  North 
Carolina  Utilities  Commission  for  a  4% 
emergency  increase  effective  July  1— 
for  a  total  of  14?.  Without  it,  said 
CP&L  President  Shearon  Harris, 
CP&L's  interest  coverage  would  be  so 
thin  it  might  be  unable  to  market  se- 
curities in  the  future. 

In  New  Jersey,  General  Public  Util- 
ities threatened  to  cancel  an  order  for 
400,000  kilowatts  of  gas  turbine  peak- 
ing equipment,  and  warned  the  New 
Jersey  Public  Service  Commission  that 
if  it  did  not  get  the  rate  increases  it 
had  asked,  it  might  not  be  able  to 
finance  its  other  construction  projects. 
The  PSC  threatened  to  cancel  GPU's 
franchise.  But  GPU  had  no  other 
choice.  By  the  terms  of  its  existing 
debt,  it  no  longer  had  enough  earn- 
ings coverage  to  permit  it  to  issue  any 
additional  senior  securities.  "And  GPU 
is  only  the  first,"  said  one  utility  man 
last  month.  "There  are  many  many 
more  cases  coming  right  behind." 

For  the  electric  companies,  every- 
thing had  gone  wrong  at  once.  Some- 
.what  later  than  most  other  industries, 
their  operating  costs  had  begun  to  get 
out  of  hand.  Labor  costs,  relatively 
small  in  an  industry  where  employ- 
ment has  remained  stable  during  a 
decade  in  which  capacity  doubled, 
had  nonetheless  begun  to  rise  5%  to 
1%.  Fuel  costs  had  gone  through  the 
roof.  Coal  was  short.  Oil  and  gas  were 
shorter.  Only  nuclear  fuel  was  readily 
available,  and  most  nuclear  power 
plants  were  not  yet  functioning  or  not 
functioning  properly  when  they  were 
construction  costs— largely  because 
construction  industry  wage  increases 
had  led  the  inflationary  spiral— had 
gotten  completely  out  of  hand,  so 
much  so  that  even  the  capital  econo- 
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mies  of  large-size  equipment  could  no 
longer  offset  them. 

"Already  the  generating  plants 
we're  bringing  in  in  '74,  '75,  '76  will 
have  a  capital  cost  per  kilowatt  almost 
twice  as  high  as  the  plants  we're  bring- 
ing in  today,"  says  J.  Harris  Ward, 
chairman  of  Chicago's  Common- 
wealth Edison.  "The  plant  coming  in 
later  are  bigger,  but  the  economies  of 
scale  have  not  been  enough  to  offset 
the  increase  in  cost."  Moreover,  as 
conventional  fuel  plants  reached  un- 
precedented size,  the  technical  bugs 
were  not  all  ironed  out,  so  that  equip- 
ment failures— compounded  by  the  de- 
cline in  manufacturing  craftsmanship 
—were  frequent. 

Toil  and  Trouble 

At  the  same  time,  the  nuclear  pow- 
er plants  on  which  the  industry,  par- 
ticularly in  the  East,  had  pinned  its 
hopes  for  the  future  had  fallen  way 
behind  schedule.  The  two-year  delay 
in  completing  General  Public  Utilities' 
Oyster  Creek  nuclear  plant  cost  the 
company  $7  million  and  more,  disrupt- 
ed its  planning,  and  brought  the  com- 
pany to  the  verge  of  a  financial  crisis. 
Plants  which  a  few  years  ago  promised 
to  come  in  at  $170  a  kilowatt  were 
costing  $225,  and  coming  in  two  years 
behind  schedule.  Operating  costs  were 
running  at  twice  the  3.5  mills  per 
kwh  Oyster  Creek  was  supposed  to 
produce,  and  conventional  fuels  had 
regained  the  competitive  advantage. 

Not  at  all  what  the  script  called 
for.  These  days  the  industry  is  won- 
dering what  kind  of  a  blessing  all  of 
its  growth  is  going  to  be.  Because  of 
the  growth,  the  industry  is  short  of 
power  at  a  time  when  an  upsurge  in 
air-conditioning  usage  has  thrown  all 
its  growth  projections  into  the  scrap- 
heap.  Brownouts— voltage  reductions 
that  impair  the  efficiency  of  many  ap- 
pliances-were threatened  throughout 
much  of  the  U.S.,  and  one  govern- 
ment agency  warned  that  reserves 
were  dangerously  low  in  New  York, 
Chicago,  St.  Louis,  Minneapolis-St. 
Paul,  the  Pennsylvania-Jersey-Mary- 
land pool  and  all  the  Southeast,  except 
Florida.  Even  the  Edison  Electric  In- 
stitute convened  in  Boston  last  month 
amid  a  Boston  Edison  brownout. 

To  top  it  all  off  came  the  environ- 
mentalists. "The  society  is  obvious- 
ly projecting  a  new  conscience  and 
new  goals,"  says  Northeast  Utilities' 
thoughtful  president,  Lelan  F.  Sillin. 
"To  what  was  primarily  a  matter  of  eco- 
nomics has  now  been  added  another 
factor:  the  quality  of  the  environ- 
ment. But  it's  important  there  not  be 
'  an  overreaction  in  establishing  unat- 
tainable standards  that  will  result  in  a 
major  dislocation  of  resources." 

Sillin's  concern  is  far  from  abstract. 


Visible  Pollution.  It  doesn't 
matter  that  most  air  pollution 
comes  from  autos  and  not 
from  power  plants,  or  that 
warm  water  discharges  may 
encourage  aquatic  life.  The 
utilities  offer  a  highly  visible 
target  for  the  environmen- 
talists. So  the  industry  is 
turning  to  tall  stacks,  low- 
sulphur  fuels,  underground 
power  lines,  but  the  con- 
sumer   will    pay    the    price. 
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Last  May  the  New  York  State  Attor- 
ney General  charged  that  Con  Edi- 
son's 285,000-kw  nuclear  plant  at 
Peekskill,  N.Y.,  was  guilty  of  thermal 
and  chemical  pollution  and  went  into 
court  seeking  $5  million  in  damages 
and  the  shutting  down  of  the  plant. 
A  few  days  later,  the  Department  of 
the  Interior  announced  new  pollution 
standards  for  Lake  Michigan  that,  ac- 
cording to  AEP's  Cook,  would  shut 
down  8.5-million-kw  of  capacity  if  en- 
forced, and  halt  another  7.5  million 
now  under  construction.  "The  Middle 
West  will  be  blacked  out,"  Cook  says. 
"It's  just  that  simple." 

/Wore  than  Money  Can  Buy? 

There  no  longer  seems  much  ques- 
tion that  society— or  the  consumer  at 
least— is  going  to  pay  for  these  things 
through  its  electric  bills:  soaring  con- 
struction costs,  pollution  control,  tight 
money,  overfast  growth.  To  date  the 
industry  has  spent  over  SI  billion  on 
air  pollution— fly  ash  (soot)  removal, 
mainly— and  outlays  are  now  running 
around  $200  million  a  year.  In  addi- 
tion, most  companies  are  converting  to 
low-sulphur  fuel,  which  costs  more 
but  pollutes  less,  and  Con  Edison  at 
least  estimates  that  the  use  of  low- 
sulphur  fuels  will  cost  it  $20  million 
more  a  year  than  its  traditional  fuels 
did  five  years  ago.  Public  Service 
Electric  &  Gas  figures  that  eastern  util- 
ities will  have  to  begin  using  cooling 
towers  to  prevent  water  pollution,  and 
this   could  increase   generating  plant 


costs  by  $9  a  kw  or  $18  a  kw  when 
capitalized.  Pacific  Power  President 
Don  C.  Frisbee  figures  environmental 
considerations  will  lift  the  cost  of  new 
generating  plants  by  5%  to  10%. 

Pollution  control  is  only  part  of  the 
environmental  movement.  The  same 
people  who  object  to  highway  paving 
over  green  grass,  scream  at  the  kind  of 
desecration  involved  in  stringing  util- 
ity lines  across  the  countryside. 
The  120-mile,  200-foot-wide  345,000- 
volt  transmission  line  now  being 
planned  between  Ramapo,  N.Y.  and 
Binghampton,  N.Y.  will  absorb  close 
to  3,000  acres  of  land,  or  five  square 
miles,  roughly  a  fourth  of  the  area  of 
Manhattan.  Is  it  any  wonder  that  The 
New  York  Times  inquired  a  while  back 
whether  the  time  had  not  come  to 
consider  why  the  countryside  should 
have  to  be  butchered  so  that  city 
dwellers  can  have  air  conditioning? 
Should  all  lines  go  underground?  A 
government  panel  estimated  this  might 
cost  $350  billion. 

Such  vast  sums  of  capital  hit  the 
power  companies  precisely  where  they 
are  most  vulnerable.  The  utilities  al- 
ready are  the  U.S.'  most  capital-inten- 
sive industry.  It  takes  $4  in  investment 
to  produce  $1  in  utility  sales  vs.  only 
65  cents  in  the  auto  industry.  With 
utility  sales  doubling  every  decade, 
the  capital  implications  are  staggering. 
In  1970  alone,  the  industry  will  spend 
over  $12  billion  on  expansion,  two- 
thirds  of  which  it  will  have  to  finance 
externally.  During  most  of  the  Sixties, 


Delayed  Reaction.  Last  winter's  strike  not  only  shut  down  General 
Electric  for  months,  it  also  stalled  deliveries  of  utility  equipment 
needed  throughout  the  country  to  avert  this  summer's  power  shortage. 


the  industry  generated  close  to  60%  of 
its  capital  requirements  internally.  But 
inflation  has  changed  all  that,  and  the 
change  has  come  at  the  worst  possible 
moment,  when  money  costs  have 
reached  the  highest  level  in  history. 
In  May  Dallas  Power  &  Light  sold 
$30  million  in  prime  grade  (AAA) 
first  mortgage  bonds  at  9.15%.  A  few 
days  later  a  Cincinnati  Gas  &  Electric 
subsidiary  sold  an  issue  of  AA  bonds 
at-  9%%,  and  a  few  days  after  that 
South  Carolina  Electric  &  Gas  sold  a 
single  A  issue  at  9Js%.  In  June  a  GPU 
subsidiary  sold  a  single  A  issue  at  10%. 

Equity  money  is  no  easier  to  come 
by.  With  the  industry's  price/ earnings 
ratio  at  10  (vs.  20  only  five  years  ago), 
and  15  for  the  industrials,  utility  com- 
mons regularly  sell  below  book  value 
these  days.  In  recent  rights  offerings, 
Con  Edison's  common  went  at  $22.50 
(vs.  a  book  value  of  $35),  GPU's  at 
$17.50  (vs.  $21.50),  Consumers  Pow- 
er's at  $26.50  ($28.65),  and  PG&E's  at 
$21.25  ($22.79).  At  such  prices,  dilu- 
tion, serious  dilution,  is  inevitable. 

"Never  before  in  its  history,"  says 
AEP's  Don  Cook,  "has  this  industry 
faced  so  many  problems  of  such  se- 
riousness as  it's  facing  today  and  will 
continue  to  face  for  the  next  several 
years.  It's  going  to  solve  them,  but  the 
cost  of  power  is  going  to  be  materially 
higher  than  it  ever  has  been  before, 
and  everybody  is  going  to  have  to  get 
used  to  the  idea." 

In  such  circumstances,  any  other 
industry  would  simply  defer  its  expan- 
sion to  a  more  propitious  time.  "If  our 
friends  at  Reynolds  Metals  don't  want 
to  go  into  the  aluminum  beer  can  busi- 
ness," says  John  M.  McGurn,  presi- 
dent of  Richmond's  Virginia  Electric 
&  Power,  "they  just  don't  do  it.  But 
we  have  this  $1.9-bilIion  expansion 
program  coming  up  and  we've  got  to 
pay  for  it  now.  We've  got  no  choice 
about  it."  Electric  power  after  all  is 
an  open-end  commodity,  any  customer 
can  summon  it  up  at  the  merest  flick 
of  a  switch,  and  if  the  power  is  not 
available,  the  whole  system  can  black 
out.  So  the  utilities  have  no  choice 
but  to  expand— to  keep  their  eyes  fixed 
on  that  point  five,  six,  or  seven  years 
ahead  when  their  newest  unit  will 
come  into  operation.  The  script  called 
for  growth,  and  growth  the  industry 
got.  But  growth  is  a  mixed  blessing. 
"Our  problem,"  says  the  Southern 
Co.'s  Harllee  Branch,  "is  how  to  main- 
tain an  adequate  rate  of  return." 

Which  provokes  the  toughest  ques- 
tion of  all:  How  can  you  borrow 
money  at  9%  and  10%  and  invest  it  in  a 
business  that  now  is  permitted  by  the 
regulators  to  earn  little  more  than  6%? 

Long  term,  of  course,  the  answer  is 
that  you  can't. 

You  can,  of  course,  live  off  the  in- 
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Where  Are  The  Power  Lines?  Hardly  anyone  disputes 
the  need  for  a  national  power  grid,  but  conservation- 
ists and  others  have  been  raising  the  roof  as  the  utili- 
ties, in  their  efforts  to  create  that  grid,  have  begun 
stringing  their  high-voltage  transmission  lines  in  1 00- 
to-300-foot-wide  swaths  across  the  American  land- 
scape. With  good  reason.  With  a  sevenfold  increase  in 
demand  likely  over  the  next  30  years,  the  utilities 
could  become  very  much  the  same  sort  of  space 
eaters  the  highways  have  been  since  the  war. 
With  land  at  a  premium,  the  utilities  are  just  begin- 
ning to  realize  that  railroad  and  highway  rights-of- 
way  offer  alternatives  to  the  condemnation  of  wholly 


new  transmission  routes.  The  railroads  already  have 
pipelines,  telephone  and  telegraph  lines  along  their 
roadbeds,  and  are  eager  to  have  the  utilities  share 
them.  Even  more  promising  is  the  highway  system.  The 
highway  people,  however,  are  bitterly  opposed  to  any 
multiple  use  of  their  rights-of-way.  Why?  Snug  in  pos- 
session of  one  of  the  greatest  porkbarrels  in  U.S. 
history,  the  highway  interests  are  reluctant  to  let  any 
other  industry  get  a  hand  in  the  barrel.  The  utilities  so 
far  have  been  reluctant  to  tackle  this  monolith,  but 
soon  they  may  have  to.  "The  highways,"  says  New 
York  State  PSC  Chairman  Joseph  Swidler,  "offer  real 
opportunities    for    multiple    use    of    land    resources." 


terest  rates  of  the  past,  which  still 
constitute  the  hulk  of  the  industry's 
borrowing.  Then  too,  because  power 

production  is  a  volume  business,  you 
can  probably  offset  some  of  the  in- 
crease if  your  volume  grows  fast 
enough.  And  some  utilities— like  those 
in  Florida,  Ohio,  Texas  and  Montana, 
which  regularly  earn  TV,  &%  and  8.5? 
on  their  net  plant  investment  (see  ta- 
ble)— may  have  little  serious  difficulty, 
at  least  for  a  while.  Hut  most— par- 
ticularly those  like  Consolidated  Edi- 
son, which  has  not  earned  even  the 
theoretical  6?  within  memory— are  in 
for  considerable  trouble.  Unless,  of 
course,  the  regulatory  commissions 
grant  them  offsetting  increases  in  rates. 

At  this  point,  it  is  far  from  clear 
just  how  the  various  commissions  will 
respond.  In  1968,  the  year  Detroit  Ed- 
ison asked  the  Michigan  Public  Service 
Commission  for  an  11?  rate  increase, 
it  earned  a  mere  5.6?  on  its  net  plant 
Investment.  Last  April  the  PSC  ruled 
that  a  7.25%  return  would  be  reason- 
able and  adecjuate  and  then  granted  a 
mere  1.4?  increase.  Or  again,  in  Feb- 
ruary 1969,  Potomac  Electric  asked 
for  a  17.5?  increase.  By  August  the 
regulators  had  not  even  scheduled 
hearings,  and  Pepco  then  asked  for  a 
6.5?  interim  increase.  In  December  it 
got  an  interim  increase  of  5?— effec- 
tive, however,  in  February,  and  in 
April  finally  wound  up  with  13?.  By 
then,  however,  Pepco  had  reported  a 
19?  decline  in  earnings  and  suspended 
its  cash  dividends  for  two  quarters. 

"The  thing  that  has  saved  us  so 
far,"  says  Robert  F.  Krause,  president 
of  Boston's  New  England  Electric  Sys- 


tem, "has  been  the  historical  cost  of 
capital,  which  is  still  pretty  low.  But 
a  7.52  or  H'i  return  is  going  to  be  a 
minimum  if  we're  going  to  attract  new 
capital.  The  big  problem  is  the  local 
commissions,  which  feel,  probably 
from  a  political  viewpoint,  that  they 
have  to  put  the  brakes  on  earnings." 

Higher  and  Higher 

"One  of  the  principal  non  sequiturs 
these  days,"  says  Consolidated  Edi- 
son's Chairman  Charles  F.  Luce,  "is 
that  because  a  utility  doesn't  have 
adequate  generating  capacity  it  should 
be  denied  rate  relief  until  it  gAjts  it. 
And  the  reason  for  not  providing  ade- 
quate .service  is  that  it  needs  more 
money  " 

Where  the  regulators  have  been 
more  realistic,  the  public  has  been 
hit  with  big  increases  in  its  power 
bills.  Last  May  Pacific  Power  got  the 
16?  it  needed  in  Washington  after  only 
5/2  months.  In  June  Virginia  Electric 
&  Power  got  9.2?  of  the  10?  it  had 
wanted  in  only  seven  months.  Southern 
California  Edison's  earlier  7?  increase 
came  after  only  13  months.  These 
boosts  have  come  in  record  time. 

Jack  K.  Horton,  chairman  of  South- 
ern California  Edison,  points  out  that 
during  the  Fifties,  when  interest  rates 
rose  nearly  70%,  rate  commissions  gen- 
erally provided  adequate  relief,  and 
William  Ozzard,  chairman  of  the  New 
Jersey  PSC,  for  one,  does  not  deny 
that  rates  of  return  these  days  are  too 
low.  "We're  up  in  the  mid-sevens,"  he 
says,  "and  we're  headed  for  eight." 

Even  with  the  best  will  in  the 
world,    commissions   may   find   it   in- 


creasingly difficult  to  grant  compen- 
satory increases.  Virginia  Electric  & 
Power  won  its  latest  rate  increase  in 
the  face  of  some  of  the  bitterest  con- 
sumer opposition  on  record.  "The  lady 
doesn't  just  complain  to  her  neighbor 
any  more,"  says  Vepco's  President  Mc- 
Curn.  "She  joins  consumer  groups  or 
goes  on  television  or  writes  to  the  gov- 
ernor." Vepco's  experience  may  be- 
come the  rule,  not  the  exception. 

For  such  reasons,  some  smart  mon- 
ey managers  are  restricting  their  util- 
ity investments  to  companies  in  areas 
like  Texas  and  Florida,  where  rate  in- 
creases come  relatively  easy.  But,  even 
in  these  areas,  consumerism  is  going 
to  be  a  factor  to  contend  with. 

What  about  economies  of  scale,  the 
benefits  from  building  ever  bigger 
power  plants?  In  the  past  this  has 
helped  the  industry  fight  inflation.  In 
theory,  it  still  should.  In  practice,  how- 
ever, the  fight  is  no  longer  going  well 
for  the  utilities. 

According  to  the  Federal  Power 
Commission's  1964  National  Power 
Survey,  a  1-million-kw  generating  unit 
ought  to  cost  between  $8  and  $10  less 
per  kw  than  a  500,000-kw  unit,  a  1.5- 
million-kw  unit  between  $3  and  $6  a 
kw  less  than  a  1-million-kw  unit.  In- 
flation has  altered  the  precise  figures 
since  1964,  but  the  savings  in  con- 
stant dollars  are  still  there. 

According  to  his  latest  figures, 
AEP's  President  Cook  says  it  costs 
about  $240  million  to  build  two 
600,000-kw  units  vs.  $200  million  for 
a  single  1.3-million-kw  unit.  At  a  car- 
rying charge  of  15.5?,  that  is  a  dif- 
ference  of  $6.2  million  every   year, 
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quite  apart  from  the  100,000-kw  bo- 
nus the  large  unit  provides. 

Extra-high-voltage  transmission  lines 
afford  comparable  economies.  A 
765,000-kv  line,  for  instance,  may  cost 
twice  as  much  as  a  345,000-kv  line, 
but  it  carries  ten  times  as  much  power. 

The  trouble  is  that  the  size  of  new 
equipment  has  advanced  so  rapidly  in 
recent  years  that  the  structure  of  the 
U.S.  utility  industry  is  no  longer  ade- 
quate to  take  full  advantage  of  it. 
Generating  units  may  run  as  high  as 
1.3  million  kw  these  days,  and  2-mil- 
lion-kw  and  even  2.5-million-kw  nu- 
clear power  units  are  already  being 
talked  of.  Most  electric  companies, 
however,  are  far  too  small  to  absorb 
generating  units  of  anything  like  that 
size.  Out  of  1,300  generating  systems 
in  the  U.S.  only  50  or  so  are  large 
enough  to  absorb  even  100,000-kw 
units  to  meet  their  own  loads,  and  no 
more  than  a  dozen— if  that— could  ab- 
sorb the  1.3-million-kw  units  now  un- 
der construction.  Smallness  may  have 
virtues,  but  generating  economy  is  not 
one  of  them.  "The  large  number  of 


separate  systems,"  the  National  Pow- 
er Survey  declared,  "costs  the  power 
consumers  of  this  country  millions  of 
dollars  every  year  in  wasted  oppor- 
tunities for  cost  reductions." 

The  National  Power  Survey  relied 
on  poolings  as  the  principal  means 
whereby  a  fragmented  industry  could 
gain  access  to  scale  economies.  The 
idea  was  to  interconnect  power  sys- 
tems, poo]  reserves  and  coordinate  the 
planning  and  expansion  of  the  entire 
group  for  the  mutual  benefit  of  its 
members. 

Nobody  pretends,  however,  that 
the  22  formal  power  pools  now  in  ex- 
istence achieve  anything  like  the  de- 
gree of  coordination  that  they  should. 
Management  by  committee  is  always 
difficult.  Decision-making  is  a  lengthy 
and  difficult  process,  and  though  ev- 
eryone wants  to  cooperate,  he  wants 
what  is  done  to  bring  the  greatest  pos- 
sible benefit  to  his  own  system.  "The 
more  companies  you  get  into  these 
things,"  says  Public  Service  Electric  & 
Gas  Chairman  Edwin  H.  Snyder,  "the 
more  complicated  it  becomes."  Says 


another  utility  executive,  "My  people' 
keep  telling  me,  you've  got  to  have 
the  one-system  concept,  but  the  truth 
is,  you  can't  have  the  one-system  con- 
cept unless  you  have  one  system." 

The  New  England  companies  have 
been  inclined  to  stagger  their  construc- 
tion—one  company  building  larger 
plants  than  it  needs  and  selling  the  ex- 
cess power  to  its  neighbor,  until  the 
neighbor  is  ready  to  build  a  plant. 
Elsewhere  a  number  of  companies 
have  built  large  new  plants  under 
common  ownership,  with  each  partner 
taking  power  in  proportion  to  his 
shareholding.  More  recently,  the  most 
common  pattern  has  been  for  a  single 
large  company  to  build  and  manage 
a  plant  in  which  smaller  utilities  have 
minority  interests. 

As  it  is,  however,  such  arrangements 
are  not  really  producing  the  scale 
economies  they  are  supposed  to.  The 
so-called  GCD  pool,  consisting  of  Cin- 
cinnati Gas  &  Electric,  Columbus  & 
Southern  Ohio  Electric  and  Dayton 
Power  &  Light,  is  still  too  small  to  ab- 
sorb   the    1.3-million-kw    units    that 


The  Electric  Power  Companies— A  Statistical  Profile 

With  money  and  operating  costs  on  the  rise,  most  electric  power  companies  are  no  longer  posting  their  normal  year- 
to-year  earnings  gains,  while  some  companies  have  actually  reported  declines.  To  relieve  the  pressure  and  to  assure 
their  continuing  ability  to  finance  their  expansion,  most  companies  these  days  are  asking  for  sizable  rate  increases. 


Rate 

Es 

rnings 

Price 

Revenue 

Generating 

Return 

Increase 

Change 

Current 

Earnings 

1969 

Capacity 

on  Net 

Pending  or 

1968-69 

First  Quarter 

Price 

Ratio 

Yield 

(millions) 

Company 

(000) 

Propertyt 

Granted  1970 

Increase 

1970 

22>/2 

10 

7.30/0 

$612.5 

American  Elec  Power 

11.625KW 

6.3% 



4.8% 

1.7% 

19% 

11 

6.1 

666.3 

Southern  Co 

10.802E 

5.9 

4.0% 

12.9 

2.3 

283/4 

10 

7.7 

801.1 

Commonwealth  Edison 

10,458 

6.1 

6.1 

0 

— 12.1 

23  >/8 

9 

6.5 

1,054.3 

Pacific  Gas  &  Electric 

9,723 

5.9 

10.0 

1.2 

— 6.7 

23% 

10 

6.4 

642.1 

Southern  Calif  Edison 

9,664 

5.7 

— 

3.1 

17.0 

23% 

10 

7.8 

1,028.3 

Consolidated  Edison 

8,296 

5.2 

15.3 

—3.9 

—13.9 

50'/4 

16 

3.6 

416.9 

Texas  Utilities 

7,240 

7.6 

— 

12.2 

8.8 

20% 

13 

4.7 

416.1 

Middle  South  Utilities 

6,936 

6.2 

— 

13.0 

3.4 

21% 

8 

7.8 

684.0 

Public  Service  E  &  G 

6,154 

6.6 

10.6 

1.2 

0 

21% 

11 

6.6 

342.2 

Duke  Power 

5,920 

5.9 

4.3** 

7.3 

—11.1 

173/4 

9 

7.9 

482.1 

Detroit  Edison 

5,733 

5.6 

1.4* 

2.6 

—8.8 

56% 

15 

3.5 

369.5 

Florida  Power  &  Light 

5,471 

7.3 

— 

9.4 

—3.0 

36 

15 

3.3 

262.5 

Houston  Lighting  &  Power 

5,322 

7.9 

2.2 

10.2 

14.2f 

373/4 

14 

5.0 

327.1 

Central  &  Southwest 

5,174 

7.3 

— 

12.7 

14.9 

19% 

10 

8.4 

440.5 

Philadelphia  Electric 

5,115 

6.0 

1.7 

1.5 

— 6.4 

18% 

11 

6.1 

326.4 

Virginia  Elec  &  Power 

4,910 

5.8 

10.0 

4.9 

—6.1 

17 

9 

9.4 

366.7 

General  Public  Utilities 

4,189 

5.6 

17.0 

—5.2 

—5.9 

17% 

9 

7.5 

251.4 

Allegheny  Power  System 

3,847 

6.4 

— 

6.2 

3.7 

2oy4 

11 

7.6 

266.9 

Ohio  Edison 

3,793 

7.3 

10.0 

3.2 

—1.0 

14% 

9 

7.7 

453.6 

Niagara  Mohawk  Power 

3,766 

5.3 

1.9 

6.3 

1.7 

163/4 

10 

7.6 

284.2 

Union  Electric 

3,720 

5.8 

0.7 

0.6 

27.3 

28V4 

9 

7.1 

549.8 

Consumers  Power 

3,411 

5.8 



7.3 

18.4f 

12% 

10 

7.3 

319.6 

Northeast  Utilities 

3,369 

6.1 

10.7 

4.1 

5.1 

22 

11 

6.S 

187.1 

Carolina  Power  &  Light 

3,172 

6.1 

10.5 

3.5 

3.4 

19 

9 

7.8 

295.3 

New  Eng  Elec  System 

3,161 

6.0 

— 

1.0 

8.2 

20% 

10 

7.8 

223.4 

Penn  Power  &  Light 

3,124 

6.1 

5.0* 

0.9 

—42.2 

18% 

13 

5.3 

183.1 

Gulf  State  Utilities 

3,045 

6.2 



6.1 

10.lt 

12% 

11 

6.3 

184.9 

Potomac  Elec  Power 

3,029 

5.8 

7.4* 

—19.3 

10.0 

19% 

9 

7.1 

264.2 

Wisconsin  Elec  Power 

2,741 

6.2 

5.0 

21.1 

26.7 

28% 

10 

7.5 

218.5 

Cleveland  Elec  Ilium 

2,405 

6.8 

— 

5.0 

—3.7 

E  cslimote. 

•  granted. 

t  latesl  12  months,    i  Operating  income  ofter  toxes  to  net  properly.    "  4.3%  granted  in  the  Interim;  18%  pending 

tt  4.9%  granted  in  the  interim. 
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Mrs.  Conte's 

wash  is  cleaner 
now 


If  you  are  interested  in  the  details  of  Bethlehem's  program  to  combat  air  and  water 
pollution,  send  for  our  free  36-page  booklet,  "Keep  It  Clean."  Write:  Room  1034, 
Bethlehem  Steel  Corp.,  Bethlehem,  PA  18016. 


Mrs.  Anna  Conte  lives  in  a  neat  white  house  on 
a  hillside  overlooking  our  steel  plant  in  Steel- 
ton,  Pennsylvania  near  Harrisburg,  on  the  Sus- 
quehanna River. 

Mrs.  Conte  has  been  hanging  her  wash  outside 
all  her  married  life  because,  as  she  says,  "I  like 
the  clean,  fresh-air  smell."  There  was  dust  in 
the  air,  of  course,  but  she  didn't  mind.  After  all, 
her  husband  worked  in  the  steel  mills  for  42 
years  before  he  retired. 

"But  now,"  says  Mrs.  Conte,  "my  wash  is 
whiter  and  cleaner.  We  just  don't  have  that 
much  dust  in  the  air  any  more,  thanks  to  what- 
ever Bethlehem  Steel  did." 

What  we  did,  Mrs.  Conte,  was  install  new  fur- 
naces with  $2  million  worth  of  dust  and  fume 
collection  equipment.  It  works  on  the  same 
principle  as  your  vacuum  cleaner,  but  on  a 
gigantic  scale.  This  highly  efficient  system  cap- 
tures 90  per  cent  of  the  dust  particles  caused  by 
steelmaking  operations. 

Today,  in  this  community  about  36  tons  of  dust 
particles  every  day  are  prevented  from  escaping 
into  the  air — and  onto  Mrs.  Conte's  wash! 

What  we've  done  to  improve  the  quality  of  the 
air  in  Steelton  is  typical  of  our  efforts  to  im- 
prove the  environment  in  many  locations.  We 
want  to  be  good  neighbors  wherever  we  have 
operations.  We  will  keep  at  it  until  the  job  is 
finished. 


BETHLEHEM  STEEL 


BETHI  EHEM 
STIEl 


Presenting 
the  new 


R.JReynolds  Industries,  Inc. 


You  remember  us. 

For  more  than  95  years 
people  have  heard  of  R JR  and 
have  known  it  represented 
R.  J.  Reynolds  Tobacco  Company. 


Now  it  represents  a 

new  corporation. . . 
R.  J.  Reynolds  Industries,  Inc 


The  convenience 
foods  people. 


The  containerized 
shipping  people. 

We're  still  first  in  the  tobacco 
business,  of  course,  but  we're  in  other  things  too.  That's 
why  we  formed  a  new  company.  In  recent  years  we've 
diversified,  charted  new  directions  for  growth. 


Today  tobacco  is  a  part  of  the  new  R  JR  that  includes  convenience 
foods  and  beverages.  Corn  refining.  Aluminum  products.  Packaging. 
And  containerized  shipping. 


As  we  said,  our  corporate  name  is  now  R.  J.  Reynolds  Industries,  Inc 
It  represents  a  growing  family  of  products  and 
services.  But  we're  still  the  same  people  and  we 
have  the  same  goals. 
Profitable  growth. 
If  you  knew  us  when, 
we  hope  you'll  like  us 
even  better  now. 


The  packaging 
people. 


The  corn 
refining  people. 


The  tobacco 
people. 


RJ.Reynolds  Industries,  Inc. 

Winston-Salem,  N.C. 
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AEP  is  building— the  biggest  it  can 
r  consider  is  840,000  kw.  And  even 
New  York's  giant  Consolidated  Edison 
is  no  longer  thinking  in  terms  of  mil- 
Hpn-kw  units,  though  it  once  built 
one.  Reliability  and  reserve  require- 
ments pose  too  many  problems. 

The  logical  way  out,  therefore,  is  to 
have  mergers,  giant  mergers.  Mergers 
are  nothing  new  in  the  industry.  Even 
after  the  Public  Utility  Holding  Co. 
Act  of  1935  rationalized  the  utility 
holding  companies,  mergers  continued 
to  strengthen  the  industry.  Larger 
companies  absorbed  smaller  ones  as 
Southern  California  Edison  absorbed 
California  Electric  Power  and  Com- 
monwealth Edison  absorbed  Cen- 
tral Illinois  Electric.  Big  companies 
emerged  from  the  consolidation  of 
numerous  smaller  ones  as  Pacific  Pow- 
er did  after  the  war.  Then  in  1965,  in 
a  pioneering  move.  Northeast  Utilities 
was  formed  out  of  three  independent 
companies,  the  first  new  holding  com- 
pany to  emerge  since  the  Thirties. 

After  this,  15  or  20  similar  mergers 
were  proposed,  including  a  handful 
still  active:  Central  Maine  Power- 
Bangor  Electric;  Iowa  Power  &  Light- 
Iowa-Ulinois  Gas  &  Electric;  Ar- 
kansas-Missouri Power-Middle  South 
Utilities;  Hawaiian  Electric-Molokai 
Electric;  Union  Electric-Missouri  Util- 
ities; and  an  amalgam  of  eight  Ohio 
and  Pennsylvania  utilities.  How  far 
these  get  may  well  depend  on  the  two 
proposals  currently  before  the  Securi- 
ties &  Exchange  Commission:  AEP's 
bid  to  acquire  Columbus  &  Southern 
Ohio,  and  the  New  England  Electric- 
Boston  Edison-Eastern  Utilities  Asso- 
ciates merger. 

A  major  problem  is  this:  On  the 
federal  level,  the  SEC,  which  has  juris- 
diction over  the  U.S.'  11  holding  com- 
panies, is  still  committed  primarily  to 
curbing  the  speculative  excesses  of  the 
Twenties.  It  has  no  real  responsibility 
for  or  sensitivity  to  cost  and  rate  prob- 
lems. "We  don't  have  jurisdiction  over 
rates  and  service,  only  over  the  se- 
curities companies  want  to  issue,  and 
only  those  of  subsidiaries  of  registered 
holding  companies,"  says  Solomon 
Freedman,  head  of  the  SEC's  Division 
of  Corporate  Regulations.  "There's  no 
question,"  Freedman  says,  "that  with 
the  advancement  in  the  state  of  the 
art  [of  power  generation]  you  can 
have  an  integrated  system  which  is 
larger  than  what  you  could  have  be- 
fore. But  you've  got  to  take  into  con- 
sideration the  advantages  of  local 
management,  efficient  operations  and 
the  effectiveness  of  regulation.  You 
may  get  a  company  so  large  that  you 
can't  efficiently  operate  it." 

You  may.  But  experience  suggests 
that  you  don't.  Size  hasn't  impaired 
the  Tennessee  Valley  Authority's  effi- 


Far  Out?  Bigger  and  bigger 
power  plants  may  not  be  the 
only  answer  to  the  utilities' 
generating  needs.  High  on 
the  list  of  prospects  is  the 
fuel  cell  fabove^  an  off- 
shoot of  the  Apollo  space 
program,  now  being  devel- 
oped by  United  Aircraft's 
Pratt  &  Whitney  division.  An 
electrochemical  device  that 
combines  hydrogen  and 
oxygen  to  produce  electrici- 
ty, the  fuel  cell  is  the  most 
efficient  form  of  generation 
yet  devised— nearly  twice 
as  efficient  as  nuclear  pow- 
er, for  instance— but  the 
fuel  so  far  is  uncommonly 
high-cost.  P&W  hopes  to 
beat  that  problem.  Unlike 
conventional  generators,  the 
fuel  cell  offers  no  scale 
economies,  so  P&W  sees  it 
as  powering  small  consum- 
ing complexes— apartments, 
hospitals,  shopping  centers. 
The  natural  gas  industry  sees 
the  cell  as  a  new  market, 
the  environmentalists  as  a 
source  of  pollution-free  pow- 
er. P&W  thinks  the  prospects 
are  bright  enough  to  risk 
$47  million  on  development. 


ciency,  nor  has  it  hampered  AEP's, 
which  is  half  the  size  of  TVA.  Each 
organization  ranks  among  the  U.S.' 
best  managed  and  most  efficient. 

Meanwhile,  though  both  the  SEC 
and  FPC  maintain  that  the  Justice 
Department  has  no  jurisdiction  over 
utility  mergers,  this  has  not  prevented 
it  from  attempting  to  prove  the  same 
disruptive  force  in  utilities  as  it  has 
been  in  transportation.  Justice  argues 
that  utility  mergers  should  be  pro- 
hibited because  1)  they  would  elim- 
inate "yardstick"  competition— the 
pressure  on  rates  and  services  result- 
ing from  user  comparison  of  the  rates 
of  different  utilities  and  2)  they 
would  reduce  competition  for  indus- 
trial and  municipal  business.  "Our 
view,"  Deputy  Attorney  General  Wal- 
ter Comegys  told  the  Senate  Antitrust 
and  Monopoly  Subcommittee  a  few 
weeks  ago,  "is  that  the  suggested 
economies  of  scale  can  be  obtained  by 
means  other  than  merger."  Ignoring 
recent  experience,  what  the  Depart- 
ment has  in  mind  is  power  pools. 

Vestigial  Populists  in  both  govern- 
ment and  the  utility  industry  continue 
to  cling  to  their  belief  in  the  inherent 
wickedness  of  size,  as  if,  even  with- 
out merger,  most  companies  were  not 
going  to  be  double  their  size  a  decade 
from  now.  The  real  motive,  however,  is 
that  Willard's  Law— a  dictum  attribut- 
ed to  the  Baltimore  &  Ohio's  onetime 
President  Dan  Willard  that  no  execu- 
tive willingly  merges  himself  out  of  a 
job— is  as  operative  in  utilities  as  else- 
where. More  prevalent  in  utilities, 
probably,  because  the  justification  for 
merger  is  probably  stronger. 

Indeed,  it  is  more  compelling  today 
than  at  any  other  time,  because  in  the 
utility  business  nothing  ever  occurs 
quickly.  It  takes  18  months  to  get  a 
rate  increase,  seven  years  to  build  a 
power  plant.  The  potential  savings  of 
mergers  are  slipping  away  in  thou- 
sands and  millions  of  dollars  for  every 
day  that  passes. 

This  is  not  to  say  that  mergers 
would  be  a  cure-all.  But  without 
large-scale  mergers  with  the  best  man- 
agements emerging  as  survivors,  the 
industry  will  be  failing  in  its  duty  both 
to  stockholders  and  to  customers. 

So  we  return  to  the  paradox  noted 
at  the  beginning:  Here  is  assured 
growth  of  a  magnitude  any  industry 
would  envy,  for  the  economy  and  the 
standard  of  living  cannot  grow  unless 
electrical  power  production  grows. 
Here  also  is  a  great  opportunity  for 
the  industry  to  serve  both  the  public 
and  the  stockholders.  But  there  are 
problems  growing  out  of  that  growth 
that  will  tax  every  bit  of  ingenuity 
the  industry  can  muster.  This  is  not  an 
occasion  for  business  as  usual  or  for 
muddling  through.  ■ 
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&  MYERS 

BUILDS  2 

POLLUTION 
CONTROL 
PRODUCTS 
TO  HELP 
CLEAN  UP 
AMERICA 


Conservation  of  the  environment  is  America's  chief  task  for  this  dec- 
ade and  beyond.  Our  population  pours  over  200  million  tons  of  pollut- 
ants into  the  air  each  year,  more  than  half  of  it  nonvehicular.  And  10 
basic  industries  alone  spill  out  25  trillion  gallons  of  waste  water 
annually.  Where  R&M's  Wascon  Systems  replace  incinerators,  air 
pollution  is  eliminated.  Wascon  equipment  reduces  ordinary  waste 
to  about  Vs  its  normal  volume  by  watering  the  material,  grinding  it 
to  a  slurry,  then  squeezing  the  bulk  semi-dry.  At  municipal  and  indus- 
trial waste  treatment  plants,  R&M  Moyno  Pumps  handle  sludge, 
grease,  oil  skimmings  and  other  effluents,  even  those  containing  abra- 
sives. Pollution  control  is  a  vital  and  growing  market  for  Robbins  & 
Myers,  and  the  potential  for  these  two  products  in  the  1970's  is 
virtually  unlimited.  Write  for  our  1969  Annual  Report. 


ROBBINS  &  MYERS,  INC. 

1234  Lagonda  Ave.,  Springfield,  Ohio  45501 


Double  Standard? 

All  stockholders  are  equal, 
but  some  are  more  equal  than 
others.  That  seems  to  have 
been  the  case  in  Leasco's  take- 
over of  Reliance  Insurance. 

The  now-deceased  bull  market  of 
1967-68  was  famous  for  two  kinds  of 
paper:  the  kind  that  piled  up  in  bro- 
kers' back  offices,  and  the  kind  that 
eonglomerators  used  to  get  hold  of 
dull  old  companies  that  were  loaded 
with  assets.  This  is  a  story  about  the 
second  kind  of  paper. 

Back  in  early  1968  Saul  Steinberg, 
30-year-old  "boy  genius"  founder  of 
Leasco  Data  Processing  Corp.,  decid- 
ed to  use  Leasco's  high-priced  stock 
to  get  hold  of  a  company  with  a  low 
price  and  high  asset  value.  A  broker, 
Carter,  Berlind  &  Weill  (Forbes,  May 
1)  suggested  that  Steinberg  go  after 
Philadelphia's  Reliance  Insurance  Co. 
Leasco  had  assets  of  $195  million;  Re- 
liance had  assets  of  $581  million.  How 
could  $195  million  swallow  $581  mil- 
lion? It  was  easy  in  those  days.  All 
Leasco  had  to  do  was  offer  its  high- 
priced  securities  in  exchange  for  Re- 
liance's languishing  securities.  Leasco 
sold  at  over  40  times  earnings,  over 
five  times  book  value;  Reliance  for 
only  11  times  earnings  and  over  20% 
below  book  value.  In  mid- 1968  Leasco 
offered  $72  in  its  preferred  and  war- 
rants for  each  Reliance  share. 

Reliance  management  urged  stock- 
holders to  reject  Leasco's  tender  offer. 
So  Leasco's  representatives  talked  with 
Reliance  directors  Richard  A.  Corroon 
Jr.  and  Edward  S.  MaeArthur,  who 
represented  two  of  Reliance's  biggest 
blocks  of  stock.  Leasco  offered  to  buy 
the  stock  held  by  them  and  their  as- 
sociates. Leasco  already  had  bought 
2%  of  Reliance  and  the  two  directors 
held  14%  more,  enough  to  virtually 
assure  Leasco's  takeover. 

Problem:  Corroon  and  MaeArthur 
didn't  want  Leasco's  paper.  They 
wanted  Uncle  Sams  green  paper. 
Leasco  didn't  have  the  cash  to  buy- 
out all  Reliances  stockholders.  At  the 
price  it  was  offering,  that  would  have 
cost  $393  million  to  acquire  the  97V 
of  Reliance  it  finally  got. 

Leasco's  solution:  It  persuaded 
MaeArthur  and  Corroon  to  take 
Leasco's  preferred  stock  and  warrants. 
but  thej  didn't  have  to  hold  them.  It 
was  arranged  for  them  to  sell  their  new 
Leasco  paper  at  the  872  price— for  a 
total  of  $57  million— to  a  group  of  in- 
stitutions. Among  them:  Continental 
Illinois  National  Hank  and  Chase  Man- 
hattan; both  took  the  securities  for 
their  trust  accounts. 
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Why  would  the  banks  hold  Leasco 
paper  when  Corroon  and  Mac-Arthur 
wouldn't?  Thereby  hangs  the  tale. 

What  happened  was  this:  Leaseo 
guaranteed  to  buy  its  stock  and  war- 
rants back  from  the  institutions  at  the 
$72  price  plus  $600,000  a  month  for 
every  month  the  stock  was  held.  This 
amounted,  in  effect,  to  an  interest  rate 
of  12.5'r.  On  top  of  that,  of  course,  if 
Leasco  went  up.  the  holders  could  sell 
out;  in  fact.  Leasco  agreed  to  register 
the  stock  and  arrange  an  offering  if 
the  holders  wanted  it.  For  the  institu- 
tions, a  nice  profit  with  virtually  no 
risk.  Leasco  got  the  Reliance  stock  it 
needed. 

Reliance  management,  seeing  16? 
of  the  stock  already  in  Leasco's  hands, 
surrendered.  The  other  Reliance  stock- 
holders took  Leasco  securities. 

A  number  of  people  came  out  very 
well.  Corroon  and  MacArthur  got 
their  cash.  The  institutions  last  month 
tendered  half  of  their  paper  to  Leasco 
(1.9  million  and  will  gel  that 
amount  plus  additional  interest  for  the 
remaining  halt  by  Oct.  1.  As  tor  Saul 
Steinberg  and  Leasco,  they  now  rule 
assets  ot  SI  billion  and  a  far  more 
diversified  and  less  speculative  busi- 
ness  than   the  one   the)    started   with 

For  mam  other  Reliance  stockhold- 
ers, the  gains  proved  illusory.  Those 
who  sold  their  Leasco  securities  fairly 
fast  came  out  as  well  as  anybody,  Hut 
not    so     (hose    who    held    them.     The 


package  of  Leasco  preferred  and  war- 
rants valued  at  $72  in  1968  today 
sells  for  around  $27,  down  63%  since 
the  Reliance  merger.  Which  leaves 
Reliance  stockholders  worse  off  in 
terms  of  market  value— Reliance  stock 
was  32  in  the  spring  of  1968— and 
somewhat  worse  off  in  terms  of  qual- 
ity. Meanwhile,  the  deal  cost  Leasco 
$64  million  at  a  time  when  cash  is  at 
a  premium  for  everybody. 

There  was  nothing  secret  about  the 
deal.  It  was  all  spelled  out  in  Leasco 
prospectuses.  But  was  it  really  fair  to 
smaller  stockholders?  That's  a  good 
question.  ■ 


Give  us  four  weeks 

and  we'll  give  you 

a  new 

advertising  program. 
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Friendly  Reminders.  In  four 
weeks  we  can  do  something  about 
those  plain,  drab  paper  products, 
you're  now  using. 

That's  all  it  takes  from  the  time 
you  okay  our  color  sketches  until 
you  have  an  exciting  printed  pro- 
motion in  your  hands. 

Borrow  a  little  interest.  Bankers 
and  businessmen  take  note.  Just 
look  what  Fort  Howard  printed  pro- 
motions can  do  for  you.  Here's  an 
idea  that's  good  for  any  business- 
man. Donate  napkins  with  your 
message  to  local  civic  groups. 

If  you're  an  auto  dealer,  a  printed 
napkin  with  a  cup  of  coffee  can 
add  just  the  soft-sell  you  need  at 
model  introduction  time. 

Or  use  them  in  your  service  area. 


Leave  one  in  the  car  for  people  to 
wipe  off  the  steering  wheel— just 
in  case  your  mechanic  forgot.  The 
cost  for  all  this  interest?  Really 
very  low. 

For  safety's  sake.  Safety  is  a 
habit,  not  just  a  hard-hat.  So  why 
not  make  it  a  habit  to  order  your 
cafeteria  napkins  printed  with 
safety  reminders. 

The  cost?  Only  pennies.  And 
they  just  might  remind  someone 
to  prevent  an  accident. 

The  Idea  People.  There  are  hun- 
dreds of  ideas  where  these  came 
from  — Fort  Howard.  Write  us  on 
your  business  letterhead  and  we'll 
send  one  of  our  men  over  to  talk  to 
you  about  them.  Four  weeks.  That's 
a  short  wait  for  a  new  image. 

7e\ 
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Fort  Howard  Paper 

Green  Bav.  Wisconsin  54305  m 
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The  Ransom  of  Cleveland  Cliffs . . . 

.  has  been  paid,  and  the  heiress  is  free  to  go  her  own  way. 


Like  a  wealthy  heiress  clutching  her 
trust  fund  to  her  bosom,  Cleveland 
Cliffs  Iron  has  never  lacked  for  cor- 
porate suitors.  And  for  good  reason. 

How  vulnerable  she  was!  Some  29% 
of  her  stock  was  held  by  Detroit  Steel, 
a  small  producer  with  dim  prospects 
(1969  net  income  of  $229,000  on 
sales  of  $109.5  million),  aging  plants 
and  a  stock  that  sold  at  or  below  book 
value.  And  how  rich\  She  had  vast 
iron  ore  reserves,  the  largest  contig- 
uous hardwood  timber  property  in 
North  America  (350,000  acres),  a 
cash  hoard  of  $40.5  million  and  a 
portfolio  of  steel  stocks  valued  at 
$57.7  million.  To  top  it  all  off,  the 
company  had  been  earning  an  im- 
pressive 16%  on  sales  after  taxes  for 
five  years. 

Time  and  again  serious  attempts 
were  made  to  acquire  Cleveland  Cliffs 
through  Detroit  Steel.  Georgia-Pacific, 
American  Export  Industries  and  oth- 
ers tried  and  failed.  The  stumbling 
block  was  always  the  same. 

"You  see,  the  management  group  of 
Cliffs  controls  about  38%  of  the  stock," 
explains  Cliffs'  President  H.  Stuart 
Harrison.  "Otherwise,  with  a  block 
the  size  Detroit  has,  we  would  have 
been  taken  over  long  ago." 

But  while  Cliffs  was  secure  from 
takeover,  acquisitions  were  virtually 
impossible.  Under  Ohio  law,  stock  ac- 
quisitions require  a  two-thirds  ap- 
proval of  the  stockholders.  Detroit 
Steel,  which  depended  heavily  on 
Cliffs'  dividends  to  support  its  flagging 
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■■■■ 

Omen?  One  of  Cliffs'  long 
oreboais  seems  to  have 
known  trie  company  would 
free  itself  from  Detroit  Steel. 


earnings,  apparently  opposed  Cliffs' 
acquisitions,  which  might  lower  its 
dividend  payout  and  dilute  the  im- 
portance of  the  Detroit  block.  And 
Detroit  could  have  stopped  any  Cliffs 
acquisition  simply  by  buying  up  an- 
other 4%  or  so  of  Cliffs  stock. 

At  the  same  time,  however,  Cliffs 
was  reluctant  to  do  battle  for  control 
of  Detroit  Steel  in  order  to  free  itself. 
The  fight  would  be  messy,  would  put 
Cliffs  into  competition  with  its  custom- 
ers and  would  saddle  Cliffs  with  a 
cash-hungry,  marginal  steel  producer. 
So  Cliffs  sat  tight,  waiting  for  a  com- 
pany that  wanted  to  buy  Detroit  for 
its  steel  business— not  for  its  Cleveland 
Cliffs  stock. 

At  Long  Last 

Early  this  year,  patience  was  re- 
warded. In  March  specialty  steel  pro- 
ducer Cyclops  Corp.  of  Pittsburgh 
bought  from  American  Export  Indus- 
tries—Detroit's latest  boss— the  con- 
trolling 19.3%  position  in  Detroit  for 
$17  million  in  cash,  notes  and  war- 
rants. Then  Cyclops  announced  that  it 
planned  to  offer  Detroit  shareholders 
a  $17  package  of  preferred  stock  plus 
warrants  for  the  remaining  stock.  At 
once,  some  Detroit  stockholders  filed 
suit  to  enjoin  the  offer.  Would  Cyclops 
be  forced  to  sweeten  the  offer?  It  was 
just  what  Cliffs  has  been  waiting  for. 
Harrison  got  on  the  phone  at  once. 

Two  months  later,  in  May,  Cliffs 
and  Cyclops  issued  a  joint  announce- 
ment. Instead  of  fighting,  they  had 
made  a  deal.  Cyclops  was  withdraw- 
ing its  proposed  tender  offer  in  favor 
of  a  Cliffs  cash  tender  offer  at  $16.50. 
Total  cost:  $52  million.  Under  the 
agreement,  Cliffs  would  keep  Detroit's 
holdings  in  Cleveland  Cliffs  as  well  as 
Detroit's  holdings  in  Canada's  Steep 
Rock  Iron  Mines.  Only  Cyclops  would 
not  get  cash  for  its  Detroit  stock,  but 
Detroit  instead— minus  Detroit's  stock- 
holdings. Thus  Cyclops,  for  its  $17- 
million  investment,  would  get  all  of 
Detroit's  steel  facilities  and  assume  all 
its  liabilities,  some  of  which— like  its 
substantially  underfunded  pension 
fund— are  considerable. 

Despite  a  flurry  of  lawsuits  from  a 
few  angry  Detroit  shareholders  claim- 
ing they  weren't  paid  enough  for  the 
company,  the  offer  seems  a  success. 
By  the  end  of  June  Cyclops  and  Cliffs 
held  83.5%  of  Detroit  and  were  predict- 
ing victory  in  the  courts. 

What  does  Cleveland  Cliffs  plan  to 
do  with  its  newfound  freedom?  Cliffs' 
first   step   will    be   to   consolidate   its 


gains.  Harrison  plans  to  sell  the  Steep 
Rock  shares,  thus  lowering  the  effec- 
tive cost  of  the  deal  by  around 
$300,000.  Then  Detroit's  Cleveland 
Cliffs  shares  will  be  distributed  to  De- 
troit Steel's  shareholders,  increasing 
the  holdings  of  Cliffs'  management 
group  to  49%  and  making  Cliffs  in- 
vulnerable to  takeover. 

Actually,  Cliffs  has  its  hands  full  in 
its  existing  business.  Just  last  week 
Cliffs  announced  it  had  found  the  part- 
ners it  needed  to  develop  its  huge 
$300-million  Robe  River  iron  ore  op- 
eration in  Australia,  an  orebodv  that  is 
only  slightly  lower  in  grade  than  the 
fabulous  Mt.  Newman  project  nearby. 
As  manager.  Cliffs  will  get  a  manage- 
ment fee  and  an  overriding  royalty, 
but  it  will  take  only  a  15%  position  in 
the  project,  through  Cliffs  Western 
Australia  Mining.  (The  other  major 
partners  are  Australian  interests  with 
40%  and  Mitsui  with  30%.) 

"We  had  originally  considered  put- 
ting up  a  40%  interest,"  says  Harrison, 
"but  when  we  discovered  it  was  a 
$300-million  venture  instead  of  a  $100- 
million  venture  we  took  a  relatively 
minor  position  with  our  $45  million." 

Projects  Aplenty 

Robe  River  is  only  one  item  on 
Cliffs'  agenda.  Cliffs  has  spent  millions 
searching  for  uranium  and  nickel,  and 
it  has  invested  heavily  in  shale  oil  re- 
search. These  costly  efforts  have 
proved  disappointing,  but  Cliffs  isn't 
giving  up.  And  with  Detroit  off  its 
back,  says  Harrison,  "I  think  there's  an 
excellent  opportunity  right  now  for  us 
to  make  fairly  large  acquisitions. 
We've  done  a  lot  of  research  in  paper 
and  cement,  for  example.  We  have 
very  large  timber  properties  up  North 
that  could  be  used  for  fiberboard, 
for  example.  And  cement  is  very  simi- 
lar to  our  low-grade  mining.  Their 
quarries  are  just  like  our  open  pits, 
and  they  use  the  exact  same  kilns  we 
use  to  make  pellets."  Or  some  of  those 
properties  could  be  sold  and  the  pro- 
ceeds reinvested.  "We've  considered 
that,  too,"  says  Harrison.  "And  we've 
had  lots  of  offers." 

Will  H.  Stuart  Harrison  play  as 
shrewd  a  game  on  offense  as  he  has  on 
defense  in  the  years  ahead?  Or,  like 
Newmont  Mining  and  Cerro,  whose 
Atlantic  Cement  venture  has  yet  to 
turn  a  profit,  will  he  stumble?  That 
remains  to  be  seen.  But  one  thing  is 
clear:  The  sexy  heiress  on  Cleveland's 
Euclid  Avenue  won't  be  sitting  on  her 
assets  much  longer.   ■ 
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We're  getting 
the  lead  out 
in  more  ways 
than  one 

No,  we're  not  going  out  of  the  lead 
business.  As  the  nation's  largest  and  most 
efficient  producer  of  this  basic  metal, 
we  will  continue  to  get  the  lead  out. 
But  since  we  are  also  the  nation's  largest 
producer  of  zinc,  and  a  major  producer  of 
zinc  oxide  and  diversified  into  iron  oxide, 
iron  ore  pellets,  agricultural  limestone, 
cadmium,  copper  concentrates,  mercury, 
sulphuric  acid  and  silver,  we  decided  to 
call  ourselves  what  we  really  are  — 


MINERALS  CORPORATION 

250  Park  Avenue,  New  York,  New  York  10017,  Tel.  (212)  986-7474 


Mines  and  Minds  At  Work  For  The  Future 
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The  Other  IBM 

IBM's  World  Trade  Corp.  is  already  more  profit- 
able than  its  parent.  Soon  it  may  also  be  bigger. 


When  a  stockholder  at  IBM's  annual 
meeting  in  April  questioned  Chairman 
Thomas  J.  Watson  Jr.  about  the  out- 
look for  1970,  Watson,  for  the  first 
time  in  years,  sounded  gloomy.  Do- 
mestic sales  in  the  first  quarter  were, 
he  said,  "substantially  off  quota." 

But  Watson  was  gloomy  only  for  a 
moment.  In  his  next  breath  he  went 
on  to  describe  IBM  World  Trade 
Corp.,  a  wholly  owned  subsidiary  that 
handles  all  IBM  manufacturing  and 
marketing  outside  the  U.S.  World 
Trade,  said  Watson,  "is  one  of  the 
most  exciting  things  to  think  about  in 
the  IBM  company  today." 

Watson  has  good  reason  to  be 
pleased  with  World  Trade,  headed  for 
the  past  20  years  by  his  younger 
brother,  Arthur,  who  resigned  from 
IBM  last  April  to  become  U.S.  Ambas- 
sador to  France.  At  the  beginning  of 
the  last  decade,  World  Trade's  reve- 
nues were  only  $372  million,  21%  of 
total  IBM  revenues.  In  1969  its  total 
revenues  were  $2.5  billion,  35%  of  the 
total.  Its  profits  spurted  47%  over  1968 
and  now  come  to  40%  of  the  corporate 
total.  This  vear,  while  domestic  sales 


are  lagging,  overseas  sales  are  moving 
ahead  briskly. 

The  1969  gains  obviously  cannot  be 
repeated  indefinitely.  But  if  World 
Trade's  revenues  continue  to  grow 
two-thirds  again  as  fast  as  IBM's  do- 
mestic revenues,  by  the  late  1970s 
they  would  surpass  them. 

Whether  they  actually  do  depends 
a  great  deal  on  an  American  named 
B.C.  Christensen.  He  runs  IBM's  Eu- 
ropean, African  and  Middle  East  op- 
erations, which  make  up  about  75%  of 
World  Trade's  revenues.  Christensen 
has  the  ammunition  to  do  the  job. 
IBM's  tremendous  size  gives  it  the 
same  broad  product  line  and  manu- 
facturing economies  of  scale  overseas 
that  it  has  in  the  U.S.  It  is  dominant 
in  Europe,  almost  as  much  as  it  is  in 
the  U.S.  It  has  billions  of  dollars  in  in- 
stalled computers— 68%  of  the  dollar 
value  in  Germany,  40%  in  the  United 
Kingdom,  77%  in  Italy  and  69%  in 
France  according  to  International 
Data  Corp.  estimates.  Because  U.S. 
commercial  computer  sophistication  is 
generally  several  years  ahead  of  Eu- 
rope's,   IBM    can    export    knowledge 


One  Computer,  Two  Countries.  This  IBM  unit  in  Paris  will  be  hooked 
to  big  IBM  computers  in  Alitalia's  Rome  offices.  European  multinational- 
ism    is    creating    companies    large    enough    to    afford    costly    systems. 


that  foreign  computer  companies  sim- 
ply do  not  have. 

How  profitable  IBM's  overseas  op- 
eration can  be  is  dramatically  illus- 
trated by  its  U.K.  operation.  In  1968 
it  earned  $80  million  pretax  on  reve- 
nues of  $300  million.  Its  pretax  return 
on  capital  of  57%  was  the  third  highest 
of  any  company  in  Britain,  according 
to  The  London  Times.  While  compari- 
sons are  tricky  because  of  accounting 
differences,  World  Trade's  after-tax  re- 
turn on  capital  last  year  was  26%,  well 
above  its  13%  for  domestic  operations. 

In  the  U.S.  IBM's  prosperity  has 
gotten  it  into  trouble  with  the  Justice 
Department.  Similarly,  IBM's  success 
is  a  problem  overseas.  Britain's  Inter- 
national Computers  Ltd.  (ICL), 
France's  Compagnie  Internationale 
pour  rinformatique  (CII),  Germany's 
Siemens  and  Holland's  Philips  Lamp 
all  are  trying  to  challenge  IBM.  Some 
are  getting  a  helping  hand  from  their 
governments:  for  example,  ICL  re- 
search and  development  expenses  are 
partly  government  funded.  According 
to  Edwin  Nixon,  managing  director  of 
IBM  (U.K.),  IBM  must  bid  at  least 
25%  below  ICL  before  it  can  hope  to 
win  a  government  computer  contract. 

All  Together 

Last  spring  IBM  was  reminded  of 
the  potential  power  of  any  anti-IBM 
movement.  Last  winter  IBM  had  "un- 
bundled" its  U.S.  prices— that  is,  it 
started  charging  separate  prices  for 
hardware,  software  and  other  services. 
The  net  impact  of  the  unbundling  in 
the  U.S.  was  to  raise  prices  an  esti- 
mated 10%  to  15%.  Despite  the  price 
increase,  there  was  no  organized  pro- 
test or  objection  either  from  the  Gov- 
ernment or  from  customers. 

When  IBM  tried  to  do  the  same  in 
Great  Britain,  however,  the  result  was 
quite  different.  The  IBM  Computer 
Users  Association  decided  that  the  un- 
bundling would  raise  IBM's  charges 
by  at  least  8%.  It  threatened  to  pro- 
test to  the  government.  Soon  afterward 
IBM  announced  that  there  would  be 
no  significant  unbundling  until  1972. 

So  a  big  part  of  Christensen's  job 
is  insuring  that  IBM  is  viewed  as  a 
good  citizen.  A  major  element  in  this 
is  employing  nationals.  "We've  got 
74,000  people  here  in  Europe,"  says 
Christensen,  "and  at  last  count  236 
were  Americans.  Here  in  Paris  the  ma- 
jority of  senior  positions  are  held  by 
Europeans.  My  predecessor  was  a  Eu- 
ropean, and  when  I  got  this  job,  they 
said,  'Gee,  you  got  the  job  in  spite  of 
being  an  American.'  " 

Perhaps  a  token  of  how  big  World 
Trade  looms  in  IBM's  future  was  this 
little-noted  event:  Recently  World 
Trade  got  a  new,  young  salesman.  His 
name:  Thomas  J.  Watson  III.  ■ 
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Now  listed  on  the 
New\brk  Stock  Exchange 

ELI  LILLY 
AND  COMPANY 

Trading  Symbol 

LLY 


For  four  generations  we've  been  making  medicines  as 
if  people's  lives  depended  on  them. 

We  also  make  products  for  use  in  agriculture  and  in- 
dustry and  packaging  products.  Lilly  operations  are  world- 
wide, with  products  sold  in  approximately  145  countries. 

The  annual  report  for  1969  is  available  on  request:  307 
East  McCarty  Street,  Indianapolis,  Indiana  46206. 
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Just  a  Little  Pregnant? 

Coca-Cola's  diversification  seems  the  very  soul  of  caution 
—until  you  see  Chairman  J.    Paul  Austin's  idea  of  fun. 


"Coca-Cola  already  is  in  the  water 
business.  Water  is  what  carries  our 
product.  The  water  condition  in  this 
country  is  deteriorating.  Aqua-Chem 
was  the  leader  in  the  technology  of 
water.  For  Coca-Cola  to  use  its  re- 
sources to  bolster  a  company  that  is 
one  of  the  leaders  in  antipollution 
was  a  logical  approach  to  take."  It's 
a  diversification,  true,  but  into  water 
purification— period.  "If  you  read  our 
five-year  plan,  that's  all  you're  going 
to  get  out  of  it." 

Thus  Chairman  J.  Paul  Austin  ex- 
plains Coke's  acquisition  last  spring 
of  Aqua-Chem,  a  water-purification 
company.  He  denies  that  he  is  looking 
over  his  shoulder  at  archrival  PepsiCo, 
which  with  the  help  of  conglomeration 
has  increased  its  sales  over  the  last 
five  years  twice  as  fast  as  Coke  (18% 
a  year  vs.  9%).  Or  that  he  is  about  to 
take  Coke's  $140  million  in  cash  and 
its  virtually  unused  borrowing  power 
to  spread  outside  the  beverage  and 
food  business. 

Coke's  first  nonfood  diversification 
seems  a  good  one.  The  water  purifi- 
cation business  is  sure  to  grow,  and 
Aqua-Chem   has   installed   about  half 


the  non-Communist  world's  water- 
treatment  plants,  ranging  in  capacity 
from  five  gallons  a  day,  which  can  be 
used  in  homes,  to  a  seven-million-gal- 
lon-a-day  plant  in  Tijuana,  Mexico. 
"We  could  do  a  system  for  New  York 
City;  it's  no  problem,"  says  Aqua- 
Chem  Chairman  John  C.  Cleaver. 

Why  Be  Unreasonable? 

Of  course,  Austin's  go-slow  ap- 
proach doesn't  mean  no  acquisitions. 
"Now,  if  John  Cleaver  thinks  he  should 
have  some  component  added  to  im- 
prove his  growth  or  technology,"  says 
Austin,  "then  we'd  go  into  it." 

Austin,  in  short,  is  approaching  ex- 
pansion just  the  way  Coca-Cola  has 
approached  its  original  business— that 
is,  by  everlastingly  prodding  its  bot- 
tlers to  keep  up  the  sales  effort,  ex- 
panding its  soft-drink  business  into 
new  countries  rather  than  getting  into 
new  domestic  businesses.  Consistently 
earning  nearly  30%  on  its  equity,  the 
company  didn't  even  feel  compelled  to 
go  iiiio  its  related  food  businesses, 
fruit  juices  and  coffee,  until  the  early 
Sixties. 

Why?    Because    Coca-Cola    domi- 


-Austin's  Orphans- 


Coke  is  not  against  its  bright  young 
managers  going  into  business  for 
themselves.  In  fact,  it  gives  them 
the  money  to  do  so.  What's  the 
catch?  The  young  men  still  work 
for  Coke;  it's  all  part  of  Chairman 
J.  Paul  Austin's  education  scheme. 

"We  have  a  venture  group,"  Aus- 
tin says,  "that  we  call  irreverently 
the  orphanage  or  the  kindergarten. 
The  dramatis  personnae  change, 
but  they're  the  young  managers, 
average  age  28.  They  have  started 
businesses  with  our  capital."  There 
are  today  three  such  orphans,  two 
in   bottled   water,   one   in  plastics. 

As  intended,  the  orphans  offer 
instant  problems.  Take  one  of  the 
bottled-water  companies.  "The  boy 
had  to  find  his  own  spring,"  says 
Austin.  "There  had  to  be  a  building 
built,  machinery  installed.  But  then 
he  could  not  work  up  the  volume  in 
time  to  stay  alive.  He  has  been 
charged  money  at  the  going  inter- 
est rate;  5.5%,  but  it  jumped  to 
9%.  So  he  was  faced  with  a  lost 
situation. 

"Then  he  comes  in  and  he's  get- 
ting a  little  older  looking.  But  he 
has  located  an  established  business 


with  a  distribution  system  and  a  big 
customer  list.  He  says:  'If  I  add 
that  volume  to  what  I  have,  it's  in- 
stant success.  But  I  haven't  any 
more  money.'  So  we  bought  the 
other  business.  But  you  can't  use 
this  technique  if  you  say,  'No,  you 
dumb-dumb,  you  shot  it.' 

"So  now  he's  off  and  running. 
He  has  a  better  return  on  invest- 
ment than  the  parent  company.  His 
horizon  is  toward  a  nationwide  sys- 
tem. I  must  take  a  further  look  at 
his  orphan  before  deciding  whether 
to  go  that  way." 

Austin  recently  found  another  of 
his  orphans,  the  plastics  company, 
long  on  marketing  talent  but  poor 
bookkeepers.  "We  found  the  books 
in  total  disarray,"  he  says.  "They 
didn't  know  if  they  made  $2,000 
one  month  or  $985.  But  the  back 
orders  translated  into  potential  earn- 
ings were  such  that  one  of  these 
brightsters  says:  "When  the  mar- 
ket settles  down,  we  can  take  this 
public  for  a  jillion  dollars.'  " 

but  first  Austin  made  them  get 
their  books  in  shape.  "We  don't  do 
these  things  with  a  sense  of  sport," 
he   says.    "It's    a    learning   process. 


nates  the  soft-drink  business,  taking 
41%  of  the  market.  Its  Coca-Cola  drink 
—by  itself  34%— is  so  strong  that  the  ■ 
ban  on  cyclamates,  which  clobbered 
diet-drink  sales,  hardly  caused  a  rip- 
ple in  earnings.  (Diet  drinks  will  con- 
tinue in  trouble,  Austin  feels,  because  * 
there's  little  hope  of  finding  a  way 
other  than  cyclamates  to  mask  saccha- 
rin's aftertaste. ) 

Besides,  while  PepsiCo's  sales  may 
be  rising  faster,  Coca-Cola's  profits  are 
growing  13%  a  year  vs.  10%  for  Pepsi- 
Co, and  its  return  on  equity  of  27%  is 
still  well  ahead  of  its  rival's  20%.  "It's 
a  growth  business,"  says  Austin  of  soft 
drinks.  With  new  opportunities: 
"We've  developed  a  highly  nutritious 
soft  drink  that  is  being  moved  into  our 
marketing  system  in  underdeveloped 
countries." 

It  sounds  very  persuasive,  until  you 
read  (see  box)  how  Coke's  future 
managers  are  being  trained  as  entre- 
preneurs, using  whose  money.  ■ 


A  us  tin  of  Coca-Cola 

They  must  make  money."  When 
they  do,  the  young  managers  will 
probably  move  up  in  Coke. 

What  happens  to  the  orphans? 
"We  don't  know,"  says  Austin, 
claiming  it's  not  important.  "The 
company  gets  out  of  it  a  cadre  of 
young  managers  who  really  know 
what  it  takes  to  put  a  business  to- 
gether and  see  it  run  the  risk  of 
failure,"  he  says.  "It's  fascinating;  in 
three  years  you  watch  a  boy  grow 
into  a  businessman." 

It  will  also  be  fascinating  to  see 
what  impact  such  a  generation  of 
feisty  young  managers,  their  most 
memorable  experiences  outside  the 
company's  traditional  field,  will 
have  on  the  outlook  and  finally  the 
strategy  of  the  Coca-Cola  Co. 
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Will  history  repeat  itself  1 


\Ne  think  so. 

Simply  because  electronic  data  communications,  EDC  for  short, 
can  help  your  business  every  bit  as  much  as  the  developments 
brought  to  you  by  our  friends  at  IBM  and  Xerox. 

EDC  is  the  only  means  of  moving  the  mountains  of  data  your 
business  generates  with  great  speed  and  great  economy.  Regardless 
of  what  that  data  maybe.  Reports,  prices,  schedules,  computer 
outputs  or  anything  else.  . 

To  provide  American  business  with  this  major  development, 
Vfestem  Union  hastaken  three  important  steps:  1)  Last  year  we  put 
our  nationwide  network  under  computer  control.  2)  We  are  presently 
expanding  our  three-million-channel-mile  transcontinental  microwave 
system.  3)  And  we  are  applying  for  an  electronic  data  communications 
satellite  called  EDC-L 

We're  making  these  investments  because  thousands  of  com- 
panies are  already  using  our  EDC  services.  And  because  projections 
indicate  that  the  use  of  electronic  data  communications  may  increase 
as  much  as  a  thousand  times  during  the  seventies. 

It  seems  history  is  already  starting  to  repeat  itself. 


western  union 


The  Money  Men 


What  Do  You  Do  with  $81  Million? 


Heizer  of  He/zer  Corp. 


If  you  didn't  understand  the  cir- 
cumstances you  might  think  that 
41 -year-old  Edgar  F.  Heizer  Jr. 
picked  one  hell  of  a  time-Septem- 
ber 1969— to  launch  his  venture 
capital  company.  Actually,  it 
turned  out  to  be  a  hell  of  a  good 
time.  Heizer  Corp.  was  floated,  to 
the  tune  of  $81  million,  rather  too 
late  to  get  caught  in  the  debacle 
in  new  issues  that  started  last  year. 
It  was  floated  just  in  time  to  be 
able  to  buy  prime  commercial  pa- 
per at  yields  of  8%  and  9%  and 
deep  discount  bonds  to  yield  9%. 
But,  to  be  sure,  Ned  Heizer's  35 
institutional  backers  didn't  give 
him  all  that  money  to  buy  com- 
mercial paper.  That  they  could 
have  done  themselves.  They  expect 
him  to  multiply  it  for  them  by 
backing  sound  new  ventures.  Hei- 
zer agrees  with  Forbes   that  true 


venture  capital  is  very  far  from 
dead  ("Has  The  Bear  Market  Killed 
Venture  Capital?"  Forbes,  June 
15),  and  he  thinks  this  may  be  a 
good  time  to  get  into  it. 

"So  far,  we've  invested  in  about 
eight  companies,  about  $10  million 
in  all,  and  within  the  next  year  ex- 
pect to  be  in  from  ten  to  20  more. 
Three  of  these  companies  are  start- 
ups and  the  others  are  two-  to  five- 
year-old  companies  that  for  one 
reason  or  another  need  some  help. 
These  latter  companies  we  can  get 
into  cheaply  because  of  the  market. 

"What  happens  with  little  com- 
panies like  these  is  that  when  they 
have  no  earnings  the  market  is  will- 
ing to  pay  anything  for  them,"  says 
Heizer.  "Then  when  they  do  have 
earnings,  they  are  less  than  the 
market  anticipated  or  the  price/ 
earnings  ratio  justifies,  and  the  stock 


goes  down  far  more  than  is  war* 
ranted.  If  the  company  is  good  it 
will  come  back.  There  are  a  lot  of- 
these  bargains  around  now." 

Of ^  course,  investing  in  compa- 
nies that  have  already  gone  public 
is  not  the  traditional  venture  capi- 
talist's role.  Venturers  normally  try 
to  get  in  early  at  pennies  per  share 
on  companies  that  are  sold  later  to 
the  public  at  dollars  per  share.  Hei- 
zer, housed  in  offices  at  the  top  of 
Chicago's  Civic  Opera  Building  on 
Wacker  Drive  (built  by  Sam  In- 
sull),  plans  to  do  his  share  of  in- 
vesting in  startups  and  early-round 
situations.  "Instead  of  the  term  Ven- 
ture capital,'  I'd  rather  refer  to  what 
we're  doing  as  'business  develop- 
ment,' "  he  says.  One  of  the  com- 
panies he  has  already  invested  in  is 
an  ancient  (for  venture  investing) 
five  years  old;  another  already  has 
sales  of  $30  million. 

"A  lot  of  venture  capital  outfits 
are  pure  dice-rollers,"  says  Heizer. 
"It's  sort  of  like  going  to  Las  Vegas, 
except  in  Vegas  you  at  least  know 
the  odds.  We're  not  going  into  any- 
thing on  the  basis  that  we  might 
have  one  winner  out  of  ten.  And  I 
don't  really  know  how  anyone  can 
successfully  invest  that  way,  be- 
cause you  initially  approach  each 
investment  as  a  potential  failure, 
which  is  all  wrong.  We  want  every 
investment  to  have  major  potential. 
If  one  doesn't  work  out  there  will 
be  a  lot  of  commotion  around  here." 

Does  Heizer's  refusal  to  take  on 
extra-high-risk  ventures  mean  that 
he  will  have  to  sacrifice  apprecia- 
tion potential?  To  answer  that 
question  Heizer  hauls  out  a  chart. 
"Suppose  you  invest  in  a  run-of- 
the-mill  company  at  ten  times  earn- 
ings that  is  growing  at  10%  a  year," 
he  says.  "Now,  if  the  company  goes 
public  at  the  end  of  the  fifth  year 
at  20  times  earnings,  you  will  more 
than  triple  your  money.  If  that 
company  is  a  really  good  one  grow- 
ing at  20%  a  year,  and  the  price 
earnings  ratio  goes  from  ten  times  to 
20  times,  you  will  quintuple  your 
money." 

Ned  Heizer  is  no  stranger  to 
venture  capital  investing.  For  seven 
years  before  forming  his  own  com- 
pany he  was  an  assistant  treasurer 
at  Allstate  Insurance  Co.  in  charge 
of  the  private  placement  division. 
There  he  supervised  a  portfolio 
that  exceeded  $125  million  in  ven- 
ture capital  investments.  Under  his 
direction  Allstate  made  early-stage 
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aunders  Leasing  System 
challenges  all  other 

truck  leasing  companies 
to  a  lefs-see-who- 

has-the  -best  -  maintenance 

contest. 
Here's  how  it  works : 


Maintenance  is  the  heart  of  any 
nick  leasing  agreement.  The  Saunders 
naintenance  program  is  the  most 
exacting  in  the  industry.  We'll  stack 
t  up  against  anybody  coming  down 
-he  pike. 

We  figure  when  a  man  leases 
rucks,  he  has  a  right  to  expect  the 
rind  of  maintenance  that  will  insure 
he  most  profitable  trucking  operation. 

Besides,  if  we  didn't  keep  ahead 
>f  everybody  else,  we'd  just  fall  back 
vith  all  the  other  guys.  And  we're  not 
;oing  to  let  that  happen. 

We  specialize  in  preventive  maintenance.  Start  by 
jutting  our  mechanics  through  an  intensive  four-year 
raining  program.  Keep  ahead  by  sending  them  to 
nanufacturers'  seminars,  where  the  latest  developments 
|»re  studied.  We  keep  sending  our  people  to  school . . . 
ind  pay  for  it. 

Our  maintenance  facilities?  They're  designed  for  top 
efficiency.  The  equipment  is  the  latest.  It's  the  finest. 
And  every  Saunders  facility  has  more  of  it.  Like  more 
lynamometers.  (They're  expensive.)  And  more  of  the 


auxiliary  testing  equipment  that  goes 
with  the  dynamometer. 

We're  nitpickers  about  mainte- 
nance records  —  have  been  ever  since 
Saunders  was  founded  54  years  ago. 
Precise  maintenance  records  that  give 
the  supervisor  decision-making  infor- 
mation. More  frequent  maintenance 
checks.  Every  run  has  a  pre-trip  and 
post-trip  inspection.  And  more.  Lots 
more.  That's  how  we  head  off  trouble. 
Our  driver  orientation  and  safety 
programs  go  hand  in  hand  with  preven- 
tive maintenance.  They  encourage  the 
driver  to  handle  his  vehicle  with  skill  and  care.  Keep  him  in 
tune  with  your  needs,  give  you  a  more  efficient  operation. 

So  you  can  see  why  we  challenge  all  the  others. 
We  have  a  pretty  big  edge.  We'll  win,  of  course. 

You  can  get  the  whole  Saunders  story  by  calling  or 
dropping  a  note  to  Saunders  Leasing  System,  201  Office 
Park  Drive,  Birmingham,  Alabama  35223. 

Chances  are  you'll  get  a  better  lease  from  Saunders. 
After  all,  we  started  the  industry.  Naturally  we  know 
more  about  it. 


Saunders  Leasing  System 

Call  800-633-6566  free 


Our  Business  is  Leasing  and  Renting  Trucks.  And  we've  been  doing  it  for  54  years. 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  Vi  to  l/2 
higher. 

Over  5,000  styles  $100  to  $100,000 


Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  Slate  Bldg.,  New  York,  N.Y.  10001 

NAME 

ADDRESS 

ZIP 


Fiberglass 


HATTERAS 


William  Atkinson,  Hansen  Flor- 
ida west  coast  Hatteras  represen- 
tative, has  much  experience  year 
around  fitting  out  both  wood  and 
fiberglass  boats.  The  Hatteras  he 
says  saves  about  80%  on  hull 
upkeep.  Write  for  dealer's  name. 
For  portfolio  of  color  literature, 
enclose  $1.00.  Send  to  2541  Kivett 
Drive,  High  Point,  N.  C.  27261 


* 


Hatteras  Yacht  Division 

North  American  Rockwell 


The  Money  Men 


investments  in  outfits  like  Teledyne, 
Memorex,  Control  Data  and  Inter- 
national Industries.  Indeed,  on  the 
board  of  directors  of  Heizer  Corp. 
now  are  men  like  George  Kozmets- 
ky,  one  of  Teledyne's  founders,  and 
Don  Eldridge  of  Memorex. 

But  Heizer  found  the  highly 
structured  organization  of  an  All- 
state often  did  not  meet  the  flexibil- 
ity needs  of  a  venture  capital  op- 
eration. "Any  big  company  has  that 
problem;  that's  why  these  big  in- 
stitutions decided  to  back  us  rath- 
er than  try  to  do  it  themselves,"  he 
says.  Also  he  found  it  hard  to  re- 
ward his  own  people  adequately. 
"A  guy  who's  working  on  a  Tele- 
dyne-type  of  company  isn't  too 
thrilled  by  a  Sears  stock  option," 
he  explains.  In  his  own  company, 
Heizer 's  men  must  buy  pieces  of 
the  companies  they  work  on  and 
also  own  part  of  Heizer  Corp. 

In  a  sense,  Heizer  has  been  pre- 
paring himself  as  a  complete  ven- 
ture capital  operator  since  his  col- 
lege days.  He  holds  a  degree  from 
Yale  Law  School;  he  spent  two 
years  at  Arthur  Andersen  as  a  certi- 
fied public  accountant  doing  audit 
and  tax  work;  he  put  in  two  more 
years  in  the  corporate  finance  de- 
partment of  Kidder,  Peabody.  He 
topped  that  off  with  a  four-year 
stint  at  Booz,  Allen  &  Hamilton  as 
an  organization  consultant. 

"My  father  started  his  own  com- 
pany, which  later  became  part  of 
American  Cyanamid,  and  he  gave 
me  the  idea  there  was  nothing  more 
exciting  than  having  your  own  com- 
pany," says  Heizer.  "Both  my 
grandfathers  were  inventors  and  a 
lot  of  my  friends  that  I  grew  up 
with  have  started  their  own  compa- 
nies." Ned  Heizer,  in  short,  was 
bred  with  an  entrepreneurial  itch. 

By  the  time  Heizer  started  his 
fiim  last  year,  interest  in  venture 
capital  was  reaching  a  peak.  Every- 
one, from  big  banks  to  industrial 
companies,  insurance  outfits  to  bro- 
kerage firms,  was  getting  into  the 
business.  But  the  size  of  Heizer's 
new  operation  at  $81  million  topped 
them  all,  and  quite  a  few  seasoned 
venturers  were  dubious.  "I  think 
he'll  find  he  has  an  embarrassment 
of  riches,"  said  one  San  Francisco 
operator  early  this  year.  But  as 
Heizer  replied  at  the  time:  "We're 
not  in  any  big  hurry  to  commit  all 
that  money  to  new  ventures,  and 
with  commercial  paper  at  8.5%  and 
9%  we  don't  have  to  be." 


To  date,  he  has  been  building  up 
his  own  staff  of  experts  to  ferret 
out  and  oversee  promising  ventures. 
"We  take  the  operational  ap- 
proach," he  says.  "We  have  the 
usual  staff  and  then  a  line  team 
that  now  consists  of  six  men.  All 
of '  them  have  had  experience  in 
certain  fields  and  all  but  one  have 
actually  managed  their  own  com- 
panies. They're  experts  who  know 
what  it's  like.  And  they  must  invest 
their  own  money  in  the  companies 
they  recommend  that  we  back." 

Everett  Cooper  came  to  Heizer 
after  building  Emhart  Manufactur- 
ing Co.,  which  now  has  sales  of  over 
$235  million.  Bobert  Fritz  started 
his  own  consulting  firm  after  leav- 
ing Stanford  Besearch  and  sold  it 
to  Evans  Products.  Charles  James 
did  many  real  estate  developments 
including  Hilton  Head  Island. 

Heizer,  as  noted,  is  extremely 
bullish  about  venture  capital  invest- 
ing despite  the  recent  stock  market 
crash  and  drying  up  of  the  new  is- 
sues market.  "In  a  country  as  large 
as  this,  the  public  always  demands 
new  products  and  services,  and 
ideas  for  them  are  a  dime  a  hun- 
dred," he  says.  "The  main  problem 
is  not  coming  up  with  something 
new,  but  executing  it  properly.  And 
for  that  you've  got  to  find  entre- 
preneurs who  are  motivated  for  self- 
accomplishment.  Those  are  the 
ones  who  succeed." 

On  the  other  hand,  there  seems 
to  be  an  ample  supply  of  money 
available  for  venture  capital  invest- 
ments these  days,  not  the  least  of  it 
Ned  Heizer's  $81  million.  Perhaps 
too  ample  to  be  invested  prudent- 
ly. Heizer  concedes  the  problem. 
"What  happened  here  in  the  last 
decade  is  what  happened  in  Eu- 
rope at  the  turn  of  the  century,"  he 
observes.  "There  is  more  and  more 
money  being  tied  up  in  trust  and 
fiduciary  arrangements  that  is  cry- 
ing out  to  be  channeled  creatively 
into  business  development.  At  All- 
state I  often  felt  like  a  man  under 
Niagara  Falls  with  an  umbrella. 
The  more  money  I  invested  the 
more  money  I  got;  it  just  flowed." 

To  a  degree,  this  is  still  Heizer's 
problem  today  in  his  own  firm.  He 
still  has  upwards  of  $70  million 
that  his  backers  are  counting  on  to 
be  invested  in  venture  situations. 
But  Ned  Heizer  is  a  venture  capi- 
tal pro.  And  he'3  not  likely  to  be 
pressured  into  investing  it  hastily 
or  unwisely.  ■ 
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TRW  took  a  4,000 -year-old  idea 
to  cast  superalloys  for  superjets. 


Dr.  Richard  J.  Quigg,  a  TRW  Materials  Manager. 


Working  with  a  casting  process 
older  than  the  pyramids  doesn't 
sound  very  advanced  for  a  company 
like  TRW. 

Except  that  Dick  Quigg  has 
made  it  new  again. 

By  modifying  the  ancient  "lost 
wax"  process,  he  has  perfected  a  new 
precision  casting  technique  that 
gives  superalloys  high  temperature 
strength  no  metals  have  ever  had 
before.  Immediate  use:  jet  engine 
blades  for  the  powerful  new 
superjets  of  the  70's. 

At  TRW,  we  apply  new 


technology  in  old  fields  as  well  as 
in  new  ones.  And  we  are  always 
looking  for  new  ways  to  use  our 
engineering  and  manufacturing  skills 
— even  in  updating  processes  as  old 
as  investment  casting. 

In  other  areas  of  materials 
technology,  TRW  scientists  are 
creating  important  market 
opportunities.  Advanced  composite 
metals.  High  strength  plastics. 
Metal  coatings.  Semiconductor 
materials. 

We're  also  using  our  long 
experience  in  aerospace  systems  to 


develop  promising  new  products 
and  services.  Like  a  computer-based 
automobile  traffic  control  system. 
Or  a  navigation  satellite  that  will 
keep  track  of  every  plane  in  the 
sky.  And  computer  software  for 
business  information  systems  and 
credit  authorization. 

If  you'd  like  to  see  where  TRW 
is  growing,  and  how,  ask  for  our 
latest  financial  report.  Write  Robert 
A.  Newman,  Director  of  Corporate 
Relations,  23555  Euclid  Avenue, 
Cleveland,  Ohio  44117. 

TRW 


TRW  INC.,  Cleveland,  Ohio — A  Diversified  Technology  Company  Speciali:ing  in  Products,  Systems,  and  Services  for  Commercial,  Industrial  and  Government  Markets. 
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Physician,  Heal  Thyself 

After  generations  of  telling  others  how  to 
run  business,  Wall  Street  is  discovering 
that  it  doesn't  know  how  to  run  its  own. 


The  New  York  Stock  Exchange  wants 
to  hike  commissions  by  about  20?  on 
average— 502  on  smaller  transactions; 
the  change  would  pour  an  extra  $500 
million  into  investment  house  coffers. 
Assuming  that  the  Securities  &  Ex- 
change Commission  approves  the  com- 
mission hikes,  will  Wall  Street's  time 
of  turmoil  be  ended?  Probably  not. 

The  Street's  problems  are  not  sim- 
ply financial.  They  are  structural  as 
well.  Imagine  what  would  happen  if 
the  auto  industry  had  a  bad  year  and 
the  stockholders  of  Ford,  General  Mo- 
tors and  Chrysler  could  demand  that 
the  company  redeem  their  shares. 

They  cannot,  of  course,  since  almost 
all  big  companies  are  organized 
as  permanent,  limited-liability  corpo- 
rations. But  on  Wall  Street  it  could 
happen.  Around  two-thirds  of  the  na- 
tion's brokerage  firms  are  still  set  up 
as  partnerships.  At  a  time  when  de- 
clining stock  and  bond  prices  and 
\\  idespread  operating  losses  are  drain- 
ing their  capital,  some  partners  have 
been  withdrawing  capital. 

"No  other  major  industry,  service 
or  otherwise,  is  still  operating  largely 
on  a  partnership  basis,"  says  Donald 
Kramer,  a  partner  at  Xew  York's  Op- 
penheimer  &  Co.  "The  operating  struc- 
ture of  this  business  is  more  suited  to 
the  turn  of  the  century  than  to  today." 

Withdrawals  are  only  part  of  the 
problem.   The   stock  market   itself   is 


another.  Stock  values  have  declined  by 
at  least  S300  billion  from  their  highs. 
Securities,  mostly  common  stocks, 
make  up  about  25^  of  the  average 
brokerage  firm's  assets.  Thus  the  dam- 
aging effects  of  the  market  crash  on 
member  firm  capital  are  obvious.  At 
the  end  of  1968  the  646  member  firms 
of  the  Xew  York  Stock  Exchange  had 
total  capital  of  $4  billion.  By  the  end 
of  last  year  it  was  about  S3.6  billion: 
today,  despite  some  transfusions,  it  is 
probably  still  lower. 

Many  customers  recall  the  lush  days 
of  not  so  long  ago  when  many  bro- 
kerage firms  were  paying  year-end 
bonuses  of  50?  and  more,  and  some 
partners  were  taking  home  8500.000. 
Remembering  all  this,  many  an  inves- 
tor might  be  tempted  to  say:  "So 
what?  They  can  afford  it." 

Unfortunately,  the  matter  is  not 
quite  that  simple.  The  investment  busi- 
ness cannot  operate  without  capital, 
and  without  the  investment  business, 
there  would  be  no  liquidity  in  the 
markets,  people  would  be  locked  into 
their  securities,  capitalism  would  vir- 
tually cease  to  function. 

The  brokerage  business  is  not  a 
capital-intensive  business  like,  say, 
manufacturing  or  transportation,  but 
when  you  do  over  S200  billion  in  bro- 
kerage volume  and  822  billion  more 
in  corporate  stock  and  bond  under- 
writing  alone,   you   do   need   capital. 


For  example,  the  memberships  on  the 
Xe\\  York  Stock  Exchange  alone— even 
at  present  depressed  prices— are  worth 
upwards  of  8200  million.  That's  cap- 
ital. Furniture  and  equipment  for  over 
5,000  offices  runs  into  hundreds  of 
millions  of  dollars.  Again,  capital.  It 
takes  capital  to  back  customers'  mar- 
gin accounts  and— a  growing  item  of 
late— to  cover  for  fails  to  receive  and 
deliver  on  transactions.  It  takes  still 
more  to  carry  inventories  of  bonds 
and  over-the-counter  stocks  and  to 
trade  for  firms'  accounts. 

To  cover  all  these  needs  last  year 
the  total  funds  employed  by  Xew  York 
Stock  Exchange  member  firms  was 
around  820  billion.  Of  this,  however, 
some  816  billion  was  borrowed— from 
customers,  other  brokers  and  banks. 
All  of  it  was  short-term.  Much  of  this 
debt  was  offset  by  short-term  receiva- 
bles, but  still  it  represented  a  debt-to- 
equity  ratio  of  only  4-to-l.  A  dollar  of 
equity7  to  four  of  debt  is  not  a  very 
comforting  margin  of  safety  in  the  kind 
of  bear  markets  we  have  been  having. 

What  Kind  of  Capital? 

On  top  of  this,  a  good  deal  of  Wall 
Street  capital  is  not  equity  capital  in 
the  sense  that  this  is  generally  under- 
stood. Much  of  it  is  really  borrowed 
money  —which  is  again  leveraged  at  the 
rate  of  four  times  or  more  with  addi- 
tional borrowed  money.  This  is  how  it 
works:  A  customer  agrees  to  lend  the 
firm  some  securities  and  the  firm  then 
goes  to  a  bank  and  borrows  against 
the  securities;  the  customer  continues 
to  get  dividends  and  capital  gains  or 
losses,  if  any;  the  broker  pays  the 
bank  interest  on  the  loan  and  pays  the 
customer  from  4?  to  8?  of  the  value 
of  the  collateral.  Expensive  money? 
Today  it  can  cost  as  much   as  20?. 

At  one  point  last  year,  Goodbody 
&  Co.  counted  claimed  total  capital  of 
865  million;  but  851  million  of  this 
consisted  of  such  subordinated  debt. 
This  is  hardly  permanent  capital.  Ar- 
chie Albright,  a  partner  in  F.I.  duPont, 
Glore  Forgan,  who  spent  most  of  his 
life  in  the  industry,  finds  this  alarming: 
"The  Street  has  been  stretching  its 
capital  thin  by  substituting  debt  and 
securities  for  retained  earnings  as  a 
means  of  financing  growth." 

Giant  Merrill  Lynch,  Pierce,  Fenner 
&  Smith  is  a  comforting  exception  to 
all  this.  It  is  slightly  below  the  indus- 
try average  for  debt-to-equity,  but  it 
has  an  important  structural  difference: 
All  of  its  $275  million  in  capital  was 
contributed  in  the  form  of  cash,  not 
in  securities  that  can  fluctuate  in  val- 
ue. What's  more,  it  doesn't  use  its  cap- 
ital to  trade  for  its  own  account  or 
take  positions  in  listed  securities.  So  far 
still  profitable,  Merrill  Lynch  does  not 
have  to  cope  with  the  operating  losses 
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How  to  stay  ahead  of  yourself 

Be  forward.  Wherever  you  go,  go 
first  by  Long  Distance.  Make 
appointments  by  phone  before 
you  visit  your  out-of-town 
customers.  You'll  save  time.  Make 
your  travel  reservations  by 
phone,  too.  Your  trip  will  be 
smoother.  There  are  lots  of  other 
ways  our  System  can  help  you 
get  ahead  and  stay  there.  Our 
Communications  Consultants  will 
be  glad  to  share  them  with  you. 
Ask  them. 


©AT&T 


others  are  suffering.  Says  Donald  T. 
Regan,  president  of  Merrill  Lynch: 
"Some  firms  have  permitted  their  cap- 
ital to  become  far  too  thin  by  our 
standards,  others  have  diverted  it  to 
uses  remote  from  their  business." 

As  long  as  the  business  was  im- 
mensely profitable,  the  kind  of  lever- 
age that  Regan  is  describing  brought 
handsome  returns.  But  the  business 
has  not  been  profitable  lately.  Last 
year  Big  Board  firms  generated  $2.5 
billion  in  commissions  alone,  yet  more 
than  half  of  the  firms  either  lost  mon- 
ey or  just  broke  even.  Commission 
income  has  also  dropped  this  year. 

In  the  past,  Wall  Street  has  ridden 
through  worse  bear  markets  than  this 
one.  It  has  survived  on  volume  of  1 
million  shares  and  less  a  day,  10%  of 
the  current  rate.  Why,  this  time, 
hasn't  Wall  Street  been  able  to  cut 
costs?  Because  of  high  fixed  costs 
that  brokerage  firms  formerly  didn't 
have;  the  huge,  new  computer  setups 
on  three-,  four-year-or-longer-term 
leases;  long  leases  on  branch  offices— 
in  the  best  parts  of  town,  naturally.  An 
older  generation  of  Wall  Streeters 
would  have  avoided  so  many  commit- 
ments. This  generation  didn't  have  the 
choice  in  many  cases. 

In  the  worst  squeeze  among  great 


houses  was  Bache  &  Co.,  where  fixed 
costs  such  as  occupancy  and  equip- 
ment expenses,  communications  and 
nonsales  personnel  came  to  almost  $1. 
for  every  dollar  of  revenues.  Hayden, 
Stone,  with  93  cents  per  dollar  of  rev- 
enues, and  Francis  I.  duPont,  with 
92.5  cents,  were  not  far  behind.  It's 
an  awkward  position.  Fail  to  auto- 
mate and  you  can't  handle  the  com- 
plexities of  today's  trading;  automate 
and  you  incur  fixed  costs  that  destroy 
old  operating  flexibility.  After  all,  you 
can't  give  a  computer  a  pink  slip. 

Of  F.I.  duPont,  one  Wall  Streeter 
says:  "They  were  running  several  thou- 
sand tickets  a  day  through  the  opera- 
tion which  still  left  them  30%  to  35% 
in  the  hole."  This  explains  duPont's 
merger  with  Hirsch  &  Co.  and  Glore 
Forgan.  "With  Hirsch  and  Glore  For- 
gan,  they  can  probably  break  even," 
this  money  man  says,  "provided  they 
can  cut  some  other  costs  and  trading 
volume  doesn't  dry  up  further."  And  if 
it  does  decline  further?  Then  red  ink 
would  flow  still  more  copiously. 

In  this  situation,  is  it  surprising  that 
some  partners— especially  those  who 
built  up  their  capital  over  decades- 
should  think  about  taking  it  out?  And 
at  times  there  is  no  choice.  Philadel- 
phia's Butcher  &  Sherrerd  recently  had 
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to  cut  staff  and  salaries  by  20%  partly 
because  of  capital  withdrawn  after  the 
death  of  Howard  Butcher  II. 

The  obvious  answer  is  to  get  "per- 
manent" financing  so  firms  won't  have 
to  worry  about  their  capital  disappear- 
ing when  they  need  it  most.  Incorpo- 
ration and  public  ownership  would 
seem  the  route,  but  with  the  market 
in  a  shambles  and  so  many  firms  in 
the  red,  it  doesn't  look  promising.  Don- 
•aldson,  Lufkin  &  Jenrette  issued  its 
public  stock  under  the  wire  in  April 
at  $15  a  share.  The  stock  is  currently 
selling  at  5M.  But  at  least  its  capital 
cannot  suddenly  be  pulled  out. 

Another  possibility  is  that  bigger, 
richer  institutions  will  absorb  invest- 
ment firms.  Already  Halsey,  Stuart,  a 
bond  and  investment  banking  firm, 
has  been  taken  over  by  Lincoln  Nation- 
al Life  Insurance  Co.  Earlier  this  year 
another  big  insurance  outfit,  INA 
Corp.,  picked  up  Blyth  &  Co.  for  $55 
million;  and  Investors  Diversified  Ser- 
vices, the  giant  mutual  fund  outfit, 
bought  out  Jeffries  &  Co.  But  this  kind 
of  deal  means  quitting  the  New  York 
Stock  Exchange,  whose  rules  prohibit 
a  member  firm  being  owned  by  an- 
other type  of  financial  institution. 

Is  the  Gloom  Justified? 

Visitors  to  Wall  Street  from  other 
parts  of  the  U.S.— where  business  re- 
mains pretty  good— often  are  surprised 
by  the  depth  of  the  gloom  on  The 
Street.  Not  only  are  the  plush  salaries 
and  bonuses  gone;  most  partners  aren't 
even  getting  a  return  on  their  capital. 
A  partner  in  a  small  old-fashioned 
firm— which  is  proud  of  being  in  the 
black— confesses  that  his  total  earn- 
ings for  his  services  and  for  his  capital 
in  the  first  quarter  was  just  $397.44. 

What  happens  next?  A  revival  of  the 
rip-roaring  bull  market,  of  course, 
would  put  the  old  Wall  Street  back 
into  the  black,  but  you  can  search  up 
and  down  The  Street  all  day  and  not 
find  anyone  who  will  predict  that.  The 
$150-million  insurance  fund  that  the 
brokerage  firms  have  agreed  to  set  up 
will  probably  save  investors  from  se- 
rious losses.  The  new  commission 
schedule  will  help  pay  for  the  com- 
puters and  other  gear  required  by 
the  modern-day  brokerage  house,  en- 
abling the  more  efficient  firms  to  show 
good  enough  earnings  to  go  public. 

But  in  the  end,  there  is  only  one 
way  for  much  of  Wall  Street  to  be 
refinanced  with  permanent  capital. 
The  process  is  already  well  under  way. 
The  business  will  have  to  be  con- 
centrated into  a  smaller  number  '  of 
strong  hands— not  necessarily  giants, 
but  profitable  and  well  financed.  The 
Street  will  survive,  and  one  day  it  will 
prosper  again.  But  not  before  the  old 
way  of  life  on  Wall  Street  changes.  ■ 
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Big  game  hunting  is  no  time  to  go  public. 


A  private  placement,  alone  on  a  mountain  slope  in  the  168,000  acre 
Forbes  Trinchera  Ranch,  puts  a  man  in  the  midst  of  the  sweeping  beauty 
of  a  natural  game  range.  His  hunt  takes  him  downhill  across  the  trails  of 
one  of  the  greatest  big  game  populations  anywhere.  Here  on  the  highlands 
of  the  Colorado  Rockies  he  finds  his  prize  elk  and  trophy  deer. 

Guided  hunts  on  the  Forbes  Trinchera  are  strictly  limited  to  keep 
trophy  hunting  private  and  amazingly  good.  Hunter/ success  ratios  rank 
among  the  highest  in  North  America.  For  the  sportsman  or  the 
businessman  who  has  been  successful  in  other  ways,  a  Forbes  Trinchera 
guided  hunt  is  a  must  —  at  least  once  a  lifetime. 

Guided  hunts  start  at  $500  plus  lodging.  Send  for  full  color  brochure 
describing  guided  hunts  for  Fall,  1970.  Write  to  Wildlife  Manager,  Forbes 
Trinchera  Ranch,  Box  149,  Fort  Garland,  Colorado  81133. 


"I  told  the  Board  that  a  1  percent 
gain  in  pension  fund  performance 
could  raise  our  earnings  by  as  much 
as  5  percent. 

"Now  I've  got  to  start  putting  the 
money  where  my  mouth  is." 


&m, 


Welcome  to  the  club. 

More  and  more  corporations  are  start- 
ing to  look  at  pension  funds  as  a  profit 
center. 

They  have  to.  Many  funds  have  grown 
so  big  that  a  performance  gain  of  one 
percent  could  cut  the  company's  contri- 
bution enough  to  raise  earnings  by  as 
much  as  5  percent. 

And  the  trend  is  up.  Inflation  keeps 
pushing  company  contributions  higher 
and  higher.  Here's  how  we  can  help  the 
company,  trustee,  or  investment  man- 
ager. 


fy 


Using  computerized  techniques, 
Merrill  Lynch  can  examine  portfolios 
with  a  thoroughness  that  would  take 
hundreds  of  man-hours  by  conven- 
tional methods. 
V ^ 

Using  over  100  regression  analyses, 
Performance  Measurement  evaluates 
your  fund's  rate  of  return  on  a  time- 
weighted  and  dollar-weighted  basis.This 


gives  you  a  measure  of  how  much  risk 
the  manager  took-and  helps  isolate  his 
contribution  to  the  fund's  rate  of  return 
(vs.  the  effect  of  general  market  condi- 
tions). 

Decile  Range  Analysis  computes  63 
financial  ratios -first  for  each  of  2,200 
companies  and  then  for  each  stock  in 
your  portfolio.  A  detailed  comparison 
shows  which  stocks  fail  to  match  your 
objectives  and  in  what  way  they  fail.We 
emphasize  the  4  or  5  ratios  we  consider 
most  relevant  to  your  situation. 

Qwick  Qwery-  often  used  after  a  Dec- 
ile Range  Analysis -scans  data  on  thou- 
sands of  stocks  to  find  the  maximum 
number  that  match  your  investment  ob- 
jectives. 

*~-  "■"'        '  —v 

Our  portfolio  analysts  do  far  more 

than  suggest  stocks  they  think  will 

go  up.  They  work  to  achieve  al]  your 

objectives. 
^-  -  - 


They  know  a  good  stock  for  one  fund 
could  be  entirely  wrong  for  another,  be- 
cause of  limitations  set  by  the  trust 
agreement. 

The  portfolio  analyst  we'd  assign  to 
your  fund  is  part  of  a  team  that  helps 
our  customers  manage  $10  billion  worth 
of  pension  funds.  Here  are  just  two  of  the 
facilities  he  could  put  to  work  for  you: 

1.  Our  multi-million-dollar  operation 
in  fundamental  analysis.  Our  Research 
Division  has  twice  as  many  Security  Ana- 
lysts as  any  other  broker.  Enough  to  fol- 
low 2,500  companies,  including  many  of 
the  smaller  ones  that  could  grow  fast. 

2.  Our  Technical  Analysis  Depart- 
ment. Merrill  Lynch  customers  trade  so 
many  shares  a  day,  our  market  analysts 


can  work  with  large  samples  and  take 
unique  approaches  to  technical  analysis. 
Their  reports  help  our  portfolio  analysts 
estimate  market  liquidity  and  try  to  im- 
prove the  timing  of  your  trades. 

Many  clients  like  to  work  this  way, 
using  our  facilities  for  information  and 
brokerage,  but  making  their  own  invest- 
ment decisions.  Others  prefer  to  have 
our  subsidiary,  Lionel  D.  Edie  and  Com- 
pany, Inc.,  handle  all  or  part  of  their  ac- 
count on  a  discretionary  basis. 


Merrill  Lynch  is  equipped  to  help 
you  in  many  other  areas  of  money 
management. 


New  issues,  for  example.  Our  Under- 
writing Division  managed  more  public 
offerings  last  year  than  any  other  firm. 

We  can  also  help  you  issue  commer- 
cial paper.  Or  arrange  private  financing, 
such  as  sale-and-lease-backs. 

Or  generate  cash  internally.  By  try- 
ing to  improve  the  performance  of  your 
cash  portfolio.  Or  by  designing  a  com- 
modity futures  program  to  help  control 
your  raw  material  and  inventory  costs. 

Special  note  to  small  corporations: 
Merrill  Lynch  can  help  companies  with 
10  to  100  employees  set  up  tax-sheltered 
plans  that  are  flexible  and  easy  to  run 
Results  for  key  executives  may  be  high 
ly  rewarding. 

To  talk  about  pension  funds-or  most 
any  other  area  of  money  management 
-get  in  touch  with  Norman  M.  Tonkin 
Manager  of  our  Corporation  Services 
Department.  Phone  (212)  248-4225  or 
944-1212.  Or  write  to  him  at  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc. 
70  Pine  Street,  New  York,  N.Y.  10005. 


Merrill  lynch  Services  for  Management 


Will  Quality  Tell? 


Is  Boise  Cascade  just  another  conglomerate?  Or  can 
it  continue  to  thrive  in  today's  changed  environment? 


Robert  V.  Hansberger,  50-year-old 
chief  executive  of  home-builder  and 
forest-products  company  Boise  Cas- 
cade, doesn't  believe  in  simply  adapt- 
ing to  change;  he  believes  in  causing 
it.  This  attitude,  plus  an  astute  mind 
and  a  penchant  for  risk,  enabled  him 
in  just  over  a  decade  to  turn  a  sleepy 
$34-million-sales  lumber  company  in- 
to a  diversified  Sl.T-billion  construc- 
tion and  forest-products  complex.  But 
what  will  happen  to  Boise  now? 

Is  it  doomed,  like  so  many  other 
fast-growth  companies,  to  lapse  into 
troubled  times?  Not  necessarily.  For 
although  Boise  used  many  of  the 
methods  associated  with  the  conglom- 
erates, it  was  different  in  many  ways. 

Through  some  35  acquisitions  and 
(to  a  lesser  extent)  internal  growth, 
Boise  has  equaled  or  passed  in  reve- 
nues its  major  competitors,  Georgia- 
Pacific.  Weyerhaeuser,  International 
Paper,  U.S.  Plywood-Champion  and 
Johns  Manville.  It  has  not  yet  matched 
the  net  profits  of  Weyerhaeuser  (  $130 
million).  IP  ($116  million )  and  Geor- 
gia-Pacific ($92  million).  But  it  has 
still  lifted  earnings  from  $3  million  to 
|7fl  million  in  eight  short  years. 

Standing  Start 

This  achievement  is  the  more  nota- 
ble because,  unlike  most  of  its  giant 
competitors,  it  did  not  dominate  any 
single  market— not  plywood,  lumber, 
paper,  pulp  nor  building  materials.  Its 
acquisitions  in  the  home-building  and 
recreation  field  have  made  Boise  at 
least  close  to  being  the  largest  U.S. 
land  and  home  developer.  But  even 
with  less  than  a  l'<  market  share, 
il  is  far  from  dominating  the  field. 

What  Boise  has  done  is  achieve  un- 
paralleled integration  from  raw  ma- 
terial to  end  product.  It  started  down 
tliis.  road  more  than  a  decade  ago 
•  when  Hansberger  decided  that  Boise 
must  become  a  broad-based  forest- 
products  company  with  strong  mar- 
keting. To  do  this  he  figured  the  com- 
pany would  have  to  grow  20%  a  year 
for  the  next  ten  years.  It  grew  even 
faster,  as  Hansberger  shrewdly  bor- 
rowed against  timber  lands  acquired 
by  merger  in  order  to  get  into  paper 
and  pulp,  building  materials,  plywood 
and,  eventually,  housing.  In  1966-67 
Boise  had  $1.25  of  debt  for  every  $1 
of  equity,  a  ratio  many  in  the  industry 
saw  as  suicidal  and  unsustainable. 

It  proved  unsustainable  but  far 
from  suicidal.  Through  several  later 
mergers  (notably  with  Ebasco  in  late 
1969)   and  some  off-balance-sheet  fi- 


nancing, the  ratio  has  come  down  to 
about  50  cents  of  debt  per  equity  dol- 
lar. And  as  William  Agee,  Boise's  32- 
year-old  financial  vice  president, 
points  out,  "That  figure  may  be  high 
in  relation  to  stated  equity  at  cost.  But 
our  timberlands  are  worth  $250  mil- 
lion-$300  million  more  than  the  $77 
million  balance-sheet  carrying  value." 

Despite  this  high  debt  ratio  and 
the  erratic  earnings  history  of  many  of 
the  acquired  companies,  Boise  had 
only  one  year  (1966)  in  which  earn- 
ings failed  to  gain.  For  Hansberger 
was  doing  what  most  conglomerates 
merely  talk  about.  These  companies 
were  made  better:  Weak  operations 
were  sold,  more  capital  put  in  where 
needed,  new  markets  opened. 

Boise  has  also  used  its  formidable 
knowledge  of  finance,  taxes  and  merg- 
ers to  get  more  earnings  mileage  out 
of  its  component  companies.  Its  effec- 
tive tax  rate  has  been  kept  low  by 
the  following  devices:  cutting  a  smaller 
amount  of  timber  from  fee  lands;  sell- 
ing securities  for  capital  gains;  varying 
pension-fund  allocations  from  year  to 
year  (a  common  practice);  using  low- 
tax  foreign  operations  and  the  invest- 
ment credit;  and  revaluing  low-cost 
timberlands  to  produce  earnings  at 
capital  gains  rates  (last  year  about 
14%  of  earnings).  In  sum,  over  the 
years  Boise  has  taken  various  account- 
ing options  to  enhance  earnings.  No 
one  move  was  crucial,  but  all  together 
helped  Boise's  growth  profile. 

Any  company  deriving  income  from 
land  sales  has  considerable  leeway  in 
its  bookkeeping.  In  the  late  Sixties 
land  sales  and  recreation  development 
became  an  important  source  of  Boise's 
revenue  and  earnings.  Boise  entered 
the  field  via  acquisitions  in  1966,  and 
could  report  $90-million  sales  by  1968 
and  $165  million  in  1969.  Profits  also 
began  building  up  rapidly,  because 
most  of  the  profits  are  booked  in  the 
year  a  property  is  sold,  though  Boise, 
like  all  land  companies,  does  not  get 
all  its  money  for  at  least  seven  years. 

Financial  Vice  President  Agee  says 
of  these  operations,  "We  are  about 
midway  between  the  extremes  of  con- 
servative and  liberal  accounting  in  the 
land  sales  business.  However,  we  are 
getting  more  conservative  all  the  time." 
For  example,  Boise  now  sets  up  larger 
reserves  for  possible  defaults  on  land 
sales  than  it  formerly  did. 

Bookkeeping  aside,  the  trouble  is 
that  the  profits  from  installment  land 
sales  get  on  the  books  before  they 
actually  get  in  the  bank;  a  company 


Boise  Cascade  has  done 
well  selling  land  for  recrea- 
tion in  California,  where  the 
climate  is  right  and  people 
especially  recreation-prone. 
The  catch  is  that  the  money 
from  these  sales  comes  in 
only  over  a  period  of  years. 
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Trees  Grow  On  Ideas... 

ideas  that  help  nature  enrich  the  soil  around  them— 
ideas  that  make  war  on  the  thousands  of  insects  that 
attack  them— ideas  that  offset  smog,  pollution  and  other 
hazards  with  which  people  unintentionally  hurt  the  health 
of  their  trees. 

Like  so  many  things  in  our  changing  world,  shade 
trees  in  our  cities  and  suburbs  are  becoming  more  and 
more  dependent  on  scientific  research  and  care  for  sur- 
vival. For  more  than  sixty  years  the  BartlettTree  Research 
Laboratories  have  continuously  been  developing  ideas 
from  the  experimental  to  the  production  stage,  providing 
Bartlett  fieldmen  with  the  solutions  to  individual  shade 
tree  problems  and  the  latest  in  tree  care  techniques. 

You  get  complete  professional  service  that  extends  far 
beyond  local  knowledge  when  you  put  your  trees  in  the 
hands  of  a  Bartlett  Tree  Expert.  He  is  a  technician  skilled 
in  expert  diagnosis  and  trained  to  apply  the  techniques 
developed  by  our  research  scientists  to  regional  condi- 
tions. That's  why  it  will  pay  you  the  next  time  a  tree  prob- 
lem arises  to  consult  your  local  Bartlett  Tree  Expert. 


BARTLETT 


TREE  EXPERTS 

Home  Office,  2770  Summer  Street,  Stamford,  Conn. 

Research  Laboratories  and  Experimental  Grounds. 

Local  Offices  from  Maine  to  Florida  and  west  to  Illinois  and  Alabama. 


can  develop  a  cash-squeeze  with  that 
kind  of  profits.  Therefore  Hansberger 
and  his  financial  people  felt  they 
needed  a  more  immediate  source  of 
money  than  installment  land  sales 
could  provide.  Ebasco  ( formerly  Elec- 
tric Bond  &  Share)  provided  the  an-' 
swer.  Boise  acquired  it  Aug.  31,  19'69. 

Ebasco  was  not  actually  loaded  with 
easily  but  it  was  loaded  with  Latin 
American  bonds  payable  in  U.S.  dol- 
lars, $193  million  worth,  which  it  re- 
ceived from  sale  of  some  utility  hold- 
ings to  local  governments.  The  bonds 
could  be  turned  into  cash  or  at  least 
used  as  collateral  for  new  loans.  More- 
over, Ebasco  was  in  businesses  com- 
plimentary to  Boise's:  the  construction 
and  design  of  heavy  industrial  facili- 
ties and  office  buildings  in  the  U.S. 
And  being  primarily  a  holding  compa- 
ny, Ebasco  presented  few  problems  of 
what  to  do  about  top  management. 

Boise  is  already  using  Ebasco's  sub- 
stantial tax  credits  and  complex  cor- 
porate structure  to  reduce  Boise's 
taxes.  According  to  Boise's  prospectus, 
in  a  retroactive  pooling  the  merger 
saved  over  $7  million  in  taxes  in  1968 
and  more  in  1969.  But  it  will  take 
some  years  to  get  a  reliable  fix  on  the 
value  of  Ebasco's  foreign  holdings. 

Big  Company,   What  Now? 

The  Ebasco  merger  symbolized  the 
end  of  an  era  for  Boise.  The  new  rules 
on  merger  accounting  expected  to  go 
into  effect  late  this  summer  will  make 
merger  accounting  less  flexible.  And 
Washington's  current  attitude  toward 
big-company  acquisitions  virtually 
closes  the  door  on  large-scale  merg- 
ers. Hansberger  admits  as  much,  al- 
though he  says,  "We  still  will  be  able 
to  make  many  smaller  foothold  merg- 
ers in  allied  areas  of  our  business,  and 
we  expect  to  substantially  expand  our 
foreign  operations,  which  haven't 
amounted  to  much." 

But  the  simple  fact  is  that  in  many 
important  ways,  both  the  company 
and  its  environment  have  changed. 
Approaching  $2  billion  in  sales,  Boise 
is  already  so  large  and  diverse  that 
some  segments  of  its  business  will  al- 
ways be  holding  it  back  even  if  others 
surge  ahead.  And  it  can  neither  ignore 
nor  maneuver  around  the  pervasive  ef- 
fects of  tight  money  on  home  building 
—one  reason  why  its  earnings  are 
down  sharply  in  the  first  half  of  1970. 

In  a  way,  then,  Boise  is  suffering 
from  the  things  that  afflict  all  of  the 
1960s  fast-growth  acquisitors  and 
conglomerators.  But,  because  there 
was  enough  solid  growth,  good  sense 
and  creative  management  behind  what 
it  did,  Boise  is  not  going  to  collapse. 
Rather,  it  is  likely  to  continue  grow- 
ing. Only  it  will  be  growing  more 
slowlv  and  unevenlv.  ■ 
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It  takes  700  men  to  guard  our  money. 


Our  idea  is  that  it's  less  expensive  to 
prevent  claims  than  it  is  to  pay  them. 
After  all,  we  have  more  than  a  passing 
interest  in  seeing  that  your  energy 
system  doesn't  fail.  So  we  trained  an 
army  of  700  inspectors  to  lessen  the 
chances  your  energy  system  will  fail 
if  we  insure  <*.  That  keeps  our  money 
safe  and  your  money  safe.  Which  is 


really  the  whole  idea  of  insurance.  It's 
also  why  we  protect  more  than  a  third 
of  the  insured  energy  systems  in 
America.  And  why  we  should  insure 
yours. 

The  Hartford  Steam  Boiler 
Inspection  and  Insurance  Co. 

Hartford,  Connecticut  06102 
To  keep  you  in  power. 
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We'd  like  them  to  eat  their  cake  and  have  it  too 


Does  it  have  to  be  progress  or  envi- 
ronment? We  think  they  go  hand  in 
hand. 

Here's  one  example.  Demand  for 
gasoline  in  the  Midwest  is  growing, 
and  Marathon  sales  are  growing 
faster  than  demand.  We're  virtually 
rebuilding  our  Robinson,  Illinois, 
refinery  so  75%  of  its  output  can  be 
gasoline. 

At  the  same  time,  we've  spent  mil- 


lions on  environment  controls  to 
make  sure  cleanliness  matches 
growth. 

We're  giving  the  same  careful  at- 
tention to  clean  air  and  water  at  our 
other  refineries,  too. 
And  we've  joined  with  10  other  com- 
panies in  a  research  program  to 
reduce  contaminating  emissions 
from  auto  engines. 

For  more  about  what  an  all-round, 


hard-working  oil  company  can  ac- 
complish, write  (Dept.  D)  for  a  copy 
of  our  annual  report. 


Vmarathon/ 


EXPLORING  □  PRODUCING  D  TRANSPORTING  O  REFINING  D  MARKETING 
RESEARCHING  D  AND  GROWING. 

MARATHON  OIL  COMPANY 

FINDLAY  OHIO  45B40 
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Four  Seasons: 

A  great  story  with  an  unhappy  ending. 


The  day  Four  Seasons  Nursing  Center 
of  America  went  bankrupt  last  month, 
a  Forbes  reporter  in  London  talked 
with  a  European  holder  of  FSX  Euro- 
dollar debentures.  "What  do  we  think 
about  it?"  repeated  the  victim. 

"Our  own  fault.  I  guess.  Last  year 
you  could  bring  out  a  bond  on  any 
hard  American  Stock  Exchange  stock. 
As  long  as  it  had  warrants  attached, 
the  European  banks  would  swear  at 
you  if  you  didn't  get  them  some."  The 
European  debenture  purchasers  in- 
cluded such  illustrious  names  as: 
Banque  Rothschild;  Kreditbank  Lux- 
embourgeoise:  Credit  Commercial  de 
France,  and  the  European  operations 
of  such  U.S.  firms  as  American  Express 
Securities,  S.A..  Bache  &  Co.,  Burn- 
ham   &  Co    and    Merrill   Lynch.   Ltd. 

So  much  for  the  "shrewd"  Euro- 
peans It  now  appears  that  the\  got  as 
drunk  on  the  heady  new-issue  wine 
as  any  greedy  U.S.  investor  Pour  Sea- 
sons common  sold  as  high  as  90  last 
year  for  a  total  market  value  of  $300 
million.  That  huge  sum  has  vanished 
into  thin  air;  the  stock  is  now  nearly 
worthless.  So  are  the  warrants  the 
European  holders  so  eagerly  grabbed 
at  last  fall,  and  the  debentures  they 
eagerly  took  to  get  the  warrants  now 
sell  at  huge  discounts  from  par 

Last  year,  talking  to  Forbes  re- 
porters. Four  Seasons  President  Jack 
L.  Clark  boasted:  "Without  the  institu- 
tions we  couldn't  have  grown  nearly 
this  fast."  Clark  wasn't  exaggerat- 
ing. At  one  point  last  year,  institu- 
tions—including original  underwriter 
Walston  &  Go's  private  partnership. 
Montgomery  &  Co..  and  Walston's  dis- 
cretionary accounts— owned  close  to 
50%  of  the  company's  shares.  Other 
institutions  were  important  lendei 
bondholders.  Thus,  bankruptcy  for 
FSX  has  meant  an  investment  debacle 
for  many  institutions  that  hold  the 
stock,  warrants  and  debentures  of  the 
parent,   its   subsidiaries   and   affiliates. 

Some  were  fortunate  to  get  out 
with  moderate  losses,  like  Investors  Di- 
versified Services,  which  sold  most  of 
its  FSX  stock  but  still  held  Four  Sea- 
sons Equity  letter  stock.  Summit  Man- 
agement Research  and  Winfield 
Growth  Fund.  But  many  more  were 
caught,  including  Enterprise  Fund. 
Gibraltar  Growth  Fund.  Marine  Mid- 
land Grace  Pension  (in  FSE),  State 
Mutual  Life  Assurance  (in  FSE), 
Manhattan  Fund,  U.S.  Realty  (in 
FSE)  and  Midland  Mortgage  Inves- 
tors Trust.  The  latter  had  lent  $1.8 
million  in  guaranteed  loans  to  FSN 
and  FSE. 


All  told,  over  a  dozen  institutions 
put  some  $2  million  into  letter  stock  of 
Four  Seasons  Equity,  in  which  Four 
Seasons  has  a  minority  interest.  While 
they  paid  full  price  for  the  letter  se- 
curities, they  were  also  given  warrants 
to  buy  into  an  80%-owned  Four  Sea- 
sons subsidiary  named  Four  Seasons 
Franchise  Centers.  When  the  collapse 
came,  most  of  them  were  locked  into 
their  investments  that  have  little  val- 


Jack  L.  Clark,  44,  who,  nine 
years  ago  was  "scrubbing 
nursing  pans,"  had  his  sighfs 
set  on  developing  a  nation- 
wide chain  of  nursing  homes 
and  child  care  centers  in 
relatively  short  order.  By 
zealous  salesmanship  he 
temporarily  convinced  every- 
one—until tight  money,  sky- 
high  construction  costs  and 
the  collapse  of  the  franchis- 
ing boom  overtook  his  dream. 


ue  today  or  cannot  be  sold  at  all. 
It's  a  dreary  story,  and  the  last 
chapter  hasn't  been  written.  There 
will  be  scandals.  Four  Seasons  and 
brokers  paid  fat  finder's  fees  to  get 
securities  placed  with  institutions.  A 
few  months  ago  it  was  disclosed  that 
Crofters  Inc.  was  paid  a  $160,000  find- 
er's fee  to  place  securities  and  loans  of 
companies  including  Four  Seasons  and 
other  "growth"  companies  with  the 
Ohio  State  pension  fund.  An  investiga- 
tion disclosed  that  an  official  manag- 
ing the  state's  pension  money  had  ex- 
ceeded the  legal  loan  limits  with  a 
$4-million  loan  to  Four  Seasons.  Also 
under  investigation  was  an  $800,000 
loan  at  10%%  made  by  Four  Seasons 
to  Financial  Data  Relations  Inc.,  a 
Beverly  Hills,  Calif,  financial  consult- 
ing firm. 

Spreading  the  Wealth 

FSN  also  paid  $100,000  to  Riter  & 
Co.;  Equity  Research  Associates  re- 
ceived from  it  an  option  for  750  shares 
of  Four  Seasons  Franchise  Centers; 
and  ERA  also  received  $40,000  from 
Walston  &  Co.,  which  got  $74,000  to 
place  notes  and  warrants  of  FSE. 
Argus  Corp.  received  a  $100,000  find- 
er's fee  in  helping  place  the  $15-mil- 
lion  overseas  issue. 

Four  Seasons  tried  to  get  as  much 
money  as  fast  as  possible  from  in- 
stitutions through  package  deals,  com- 
binations of  borrowings  sweetened 
with  equity  kickers.  It  used  the  same 
technique  to  an  even  greater  extent  in 
its  subsidiary  investments.  This  al- 
lowed heavy  borrowings  at  below-av- 
erage costs  and  terms.  Good  news  was 
steadily  forthcoming  from  former  pres- 
ident Jack  L.  Clark,  a  great  salesman, 
who  stepped  down  last  May. 

Clark  and  other  big  Four  Seasons 
stockholders  have  hefty  paper  losses 
now  as  compared  with  what  they  had 
at  the  top  of  the  market.  But  they  also 
have  hefty  amounts  of  cash.  Clark  had 
long  since  sold  several  hundred  thou- 
sand shares— which  cost  him  approxi- 
mately $200,000-for  more  than  $10 
million.  Other  officials  of  the  company 
and  several  partners  of  Walston  &  Co. 
also  did  well  when  they  sold  a  part 
of  their  holdings. 

In  its  time  Four  Seasons  had  quite 
a  "story":  Medicare,  leverage,  smart 
management;  it  was  supposed  to  be  a 
company  designed  for  the  Seventies. 

Anybody  notice  how  people  aren't 
very  interested  in  "stories"  these  days? 
And  how  many  investors,  big  and  lit- 
tle alike,  have  started  reading  those 
footnotes  in  the  annual  reports?  ■ 
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Faces  Behind  the  Figures 


Skip  the  Charges 

He  still  has  the  stately  office 
overlooking  Park  Avenue,  the  office 
with  the  grandfather  clock,  the 
wood-burning  fireplace,  the  inlaid 
desk.  From  it  he  can  see  the  half- 
billion-dollars  worth  of  prime  real 
estate  he  once  directed.  But  Alfred 
E.  Perlman,  former  Penn  Central 
president  and  one  of  the  great  rail- 
roaders of  our  time,  has  no  duties. 
He  is  merely  sitting  out  the  last  six 
months  of  his  contract  with  the 
now-bankrupt  Penn  Central. 

Perlman  at  67  is  the  most  tragic 
figure  in  this  tragic  episode.  From 
the  start,  he  opposed  merging  his 
New  York  Central  with  the  Penn- 
sylvania. Once  the  merger  went 
through,  he  was  blocked  at  every 
turn  by  former  Pennsy  men  when 
he  tried  to  apply  the  techniques  by 
which  he  had  so  effectively  up- 
graded the  old  Central.  Relegated 
to  vice  chairman  from  the  presi- 
dency last  year,  he  watched  in  an- 
ger and  dismay  as  the  Penn  Central 
railroad  sank  into  bankruptcy. 

The  old  Perlman  temper  is  ever 
near  the  surface,  but  he  tries  to  be 
philosophical  now.  In  the  past  he 


was  never  tactful  in  his  criticisms  of 
ex-Chairman  Stuart  Saunders,  the 
Penn  Central  board  or  of  PC's  for- 
mer financial  czar  David  Bevan, 
whose  myopic  policies  helped  the 
railroad  go  broke.  But  no  longer. 
He  prefers  to  dwell  on  his  rise  from 
an  MIT-trained  civil  engineer  to 
head  of  the  Central— and  on  the  cri- 
sis facing  all  the  railroads  today. 

"All  that  stuff  in  the  papers 
about  bad  management,  about  di- 
version of  assets,  is  beside  the 
point,"  he  says.  "The  basic  prob- 
lem was  that  the  Penn  Central  has 
all  the  goddam  ills  of  all  the  rail- 
roads put  together.  Serving  cyclical 
industries.  Big  passenger  deficits. 
Regulation  that  wouldn't  let  us 
raise  rates  as  fast  as  costs.  The  Gov- 
ernment pouring  money  into  other 
forms  of  transportation." 

Can  the  PC  be  saved?  Perlman 
thinks  so,  on  five  conditions: 

1)  That  it  get  bankruptcy  trust- 
ees who  understand  the  business. 

2)  That  it  get  a  top-notch  rail- 
road man  to  run  it— "And  I  mean 
run  it  without  interference." 

3)  That  the  unions  cooperate  in 
reducing  PC's  work  force. 

4)  That  the  Government  assume 
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Perlman  of  Penn  Central 

rail  passenger  losses  and  let  the 
roads  dump  money- losing  branches. 

5)  That  the  trustees  can  raise 
money:  S150  million  to  repair  PC's 
rundown  properties,  and  much 
more  to  buy  needed  equipment. 

"I  don't  care  what  anybody  says, 
this  railroad  could  be  a  damned 
fine  property."  Perlman  says.  "We're 
not  asking  for  handouts,  just  some 
of  the  same  breaks  the  airlines  and 
truckers  and  barges  get.  We  need 
some  understanding  from  Washing- 
ton and  the  public— not  more 
charges  and  countercharges."  ■ 


Efficiency  Experts 

The  old-time  movie  moguls  never 
worried  much  about  art  or  litera- 
ture. "Give  'em  what  they  want" 
was  their  motto,  and  for  three  dec- 
ades they  prospered— until  televi- 
sion did  them  in.  Family-operated 
Emery  Roth  &  Sons  is  to  architec- 
ture what  Louis  B.  Mayer  and  Jack 
Warner  were  to  movies,  grinding 
out  office  buildings  the  way  Holly- 
wood ground  out  movies.  Last 
month,  two  Roth  brothers,  Richard 
and  Julian  (founding  father  Emery 
died  in  1947),  and  a  son,  Richard 
Jr.,    launched    their    100th    major 


post- World  War  II  office  building, 
on  New  York's  Third  Avenue. 

While  they  have  played  a  major 
part  in  remaking  the  New  York  sky- 
line, no  one,  least  of  all  the  Roths, 
would  claim  that  they  have  done 
much  toward  making  New  York  a 
more  handsome  city.  Quite  the  con- 
trary. Ada  Louise  Huxtable,  The 
New  York  Times'  architecture  crit- 
ic, decries  what  is  happening  archi- 
tecturally to  the  city,  by  saying  de- 
risively, "New  York  is  a  Roth  City." 

To  those  who  object  that  the 
100-plus  Roth  buildings  are  sterile 
boxes,  Julian  replies:  "What  can 
you  really  do  with  a  building  when 


all  it  requires  is  a  basic  office  win- 
dow module  12  feet  high?  Builders 
keep  coming  back  to  us  because 
we've  never  left  them  out  on  a  limb 
or  broke  them."  He  claims  to  be 
bringing  Lower  Manhattan's  $600- 
million  World  Trade  Center  in  right 
on  the  mark  in  spite  of  skyrocket- 
ing construction  costs. 

Agree  with  him  or  not,  nobody 
can  argue  that  the  Roths  aren't  giv- 
ing the  customers  what  they  want. 
In  a  time  of  curtailed  construction 
budgets  and  tight  money.  Emery 
Roth  &  Sons  currently  has  19  New 
York  building  projects  in  the  works 
at  a  total  cost  of  S402  million.  ■ 


The  Roths:  Richard  Jr.,  Julian  and  Richard  Sr. 


Step  by  Step 

Lee  A.  Iacocca.  the  man  credited 
with  the  successful  Mustang  and 
Maverick  cars,  seems  headed  for 
the  presidency  of  Ford  Motor  on 
the  installment  plan.  Ever  since 
Semon  Knudsen  was  unceremoni- 
ously fired  by  Chairman  and  Ruler 
Henry  Ford  II  last  September,  the 
No.  Two  spot  at  the  No.  Two  au- 
tomaker has  been  open.  Instead, 
Ford  appointed  three  group  presi- 
dents. Iacocca,  the  most  powerful 
of  the  three,  is  president  of  North 
American  automotive  operations, 
which  accounted  for  about  two- 
thirds  of  last  year's  record  $14.8 
billion  in  sales.  Last  month,  Iacocca 
also  became  chairman  of  the  newly 
formed  Ford  Marketing  Corp..  a 
wholly  owned  subsidiary. 

Though  only  a  paper  corpora- 
tion. Ford  Marketing  is  big  and  im- 
portant. It  is  taking  over  all  sales 
operations  of  the  Ford  and  Lincoln- 
Mercury  divisions  as  well  as  those 
of  the  Autolite-Ford  Parts  division. 
\-      chairman,      the      toui»h      and 


Iacocca   of  Ford 


shrewd  Iacocca  has  greater  control 
over  sales,  advertising  and  dealer 
relations.  Meanwhile,  the  divisions 
themselves  appear  to  be  withering 
away;  already,  manufacturing  and 
engineering  has  been  taken  from 
them  and  set  up  as  separate,  cen- 
tralized operations. 

Curiously,  Ford  announced  the 
new  marketing  corporation  only  in 
a  short,  routine  press  release.  In- 
deed, many  Ford  executives  were 
puzzled  by  both  the  meaning  of 
the  new  operation  and  by  the  way 
in  which  it  was  announced.  But  it 
was  clear,  however,  that  Iacocca, 
the  45-year-old  son  of  Italian  im- 
migrant parents,  had  moved  up  an- 
other notch.  This  could  well  prove 
to  be  another  deliberate  test  by 
Henry  Ford  II  to  see  if  Iacocca  can 
handle  the  Ford  presidency:  This 
fall  Ford  is  scheduled  to  introduce 
the  Pinto,  a  smaller-than-Maverick 
subcompact,  and  also  open  contract 
bargaining  with  the  United  Auto 
Workers.  Success  with  either  or 
both  could  cut  Iacocca  into  the  job 
that  he  so  obviously  wants.   ■ 


Old  Presidents  Never  Die.  .  . 

If  they  are  named  John  L.  Burns, 
they  don't  even  fade  away.  Burns, 
now  61,  lias  been  vice  chairman  of 
Booz,  Allen  &  Hamilton  I  19  12-57  ) . 
president  and  director  of  Radio 
Corp.  of  America  (1957-62)  and 
chairman  and  chief  executive  offi- 
cer of  Cities  Service  Co.  |  1966-68). 

Hums  left  RCA  in  a  highl)  pub- 
licized dispute  with  strong-minded 
Genera]  David  Sarnoff.  then  R(  \\ 
chairman.  From  there  he  went  to 
Cities  Service  and  left  there,  too. 
although  more  quietly,  when  the 
hoard  would't  let  him  diversify  as 
widely  as  he  wanted. 

So  now,  Burns  isn't  a  boss  any- 
more. But  he  still  commutes  from 
his  Connecticut  home  to  an  office  in 
midtown  Manhattan.  From  there  he 
manages  a  wide  range  of  interests. 
He  is  director  of  such  major  com- 
panies as  Studebaker-Woithington 
and  Babcock  &  Wilcox.  He  has  in- 
terests in  a  few  Florida  orange 
groves  and  in  an  oil  distributor  in 
Connecticut.  One  of  his  big  pas- 
sions these  days  is  a  little  Chicago 
firm,  the  three-year-old  Medequip 
Corp.,  of  which  he  is  a  stockholder. 
Medequip  makes  and  installs  com- 
plete computerized  centers  for  au- 
tomated health  examinations. 


Burns  says  Medequip  fits  right 
into  "the  total  systems  concept"  he 
originally  had  in  mind  at  RCA  for 
tying  together  communications,  con- 
trol and  computation  equipment. 
Burns  is  also  involved  in  two  other 
small  medical  outfits  related  to 
Medequip.  Oh  the  side,  he  was  one 
of  three  investors  who  recently  sold 
the  Nassak  diamond  at  Parke-Ber- 
net,for  $500,000. 

booking  back  over  his  own  35 
years  teaching  about  business  at 
Harvard,  consulting  to  it  and  run- 
ning  it,  what  is  one  of  the  most  im- 
portant lessons  Burns  has  learned? 
That  big  business  has  a  distressing 
tendency  to  smother  the  entrepre- 
neurial spirit.  "The  entrepreneurs  in 
big  business  all  tend  to  be  way  up 
top;  you  don't  get  enough  of  them 
further  down.  That's  why  some 
smart  young  competitor  running  his 
own  show  can  often  run  the  big 
company  right  off  the  track  in  the 
smaller  segments  of  its  business. 

Interestingly,  Burns  doesn't  think 
this  is  all  bad.  With  a  kind  of  rough 
justice,  he  says,  it  solves,  better 
than  the  professors  and  the  politi- 
cians can,  an  old  antitrust  problem: 

It  encourages  big  companies  to 
stick  to  what  they  can  do  well,  and 
constantly  spawns  aggressive  young 
companies  to  do  the  rest.  ■ 
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Faces  Behind  the  Figures 


Still  Making  Waves 

As  a  syndicated  maritime  colum- 
nist, salty-tongued  Helen  Delich 
Bentley  lambasted  everyone  in  the 
industry  as  she  saw  fit.  But  as  Fed- 
eral Maritime  Commission  chair- 
man, isn't  she  displaying  the  pru- 
dence befitting  an  office  with  regu- 
latory responsibilities? 

Hardly.  "American  shipowners 
and  unions  are  so  busy  cutting 
each  other's  throat,"  she  says,  "that 
they're  missing  the  big  picture. 
Very  few  of  them  are  putting  their 
energies  in  the  right  place— into  the 
world  shipping  boom  that's  pass- 
ing most  of  them  by." 

Forbes'  question  had  centered 
on  the  enormous  legal  bills  many 
U.S.  shipowners  are  running  up 
squabbling  over  rate  and  other  ap- 
plications to  the  Federal  Maritime 
Commission.  (A  recent  container- 
ship  takeover  proposal  involving 
SeaLand  and  U.S.  Lines  is  already 
over  3,000  pages  of  transcript.) 

"We've  got  to  find  ways  of  sim- 
plifying so  much  of  this  red  tape," 
says  Bentley  of  her  own  agency. 
"This  country  loses  business  for  the 
most  idiotic  reasons.  Other  coun- 
tries have  a  single  throughbill  of 
lading;  for  Americans  to  ship  a  car- 
go from  Peoria  to  Stuttgart,  Ger- 
many takes  miles  of  paperwork." 

She  wants  to  eliminate  red  tape 


Bentley  of  Federal  Maritime  Commission 


on  the  waterfront,  too,  including 
petty  restrictions  over  containership 
loading.  "This  year  I'm  hoping  my 
good  relations  with  the  unions  will 
mean  something.  They've  got  to  see 
what's  at  stake.  The  days  are  gone 
when  the  world  bought  in  America 
for  lack  of  anywhere  else  to  go. 
We've  got  to  start  feeling  hungry." 

This  preliminary  jawboning  may 
just  be  a  warmup  for  what  she  sees 


as  a  really  tough  task:  "Next  year, 
for  the  first  time  since  1948,  this 
country  will  have  longshoremen's 
contracts  on  both  coasts  expiring. 
You  know  what  that  could  mean." 
It  could  mean  that  Helen  Bent- 
ley, once  described  as  "a  temper 
with  a  quarter-inch  fuse,"  will  have 
to  talk  some  hard  sense  into  an  in- 
dustry where  subsidies  have  all  too 
often  stifled  self-reliance.  ■ 


Don't  Call  Us.  .  . 

"We  believe  in  God.  We  work  like 
hell.  Thank  you.  Goodbye."  That's 
not  what  Kenneth  G.  Herrick,  49, 
president  and  chief  executive  of 
Michigan's  Tecumseh  Products,  ac- 
tually told  us,  but  that's  what  his 
"public  relations"  man  said  Herrick 
would  say  if  he  were  willing  to  talk 
with  the  press.  Which  he  isn't. 

Herrick  doesn't  believe  in  talking 
about  his  company  with  outsiders. 
Not  that  he  has  anything  to  be 
ashamed  of.  Tecumseh  is  by  far  the 
largest  producer  of  compressors  and 
condensing  units  used  for  cooling  in 
refrigerators,  room  airconditioners, 
dehumidifi  rs,  water  coolers  and 
resident  ill  air-conditioning. 

Tecumseh's  earnings  last  vear 
shot  up  372  to  $19.7  million  as  sales 
went  from  329  million  in  1968  to 
$420  million.  It  has  averaged  an 
impressive  20%  return  on  capital 
over  the  past  live  years  [Hitting  it 
ahead  of  International  B  .siness  Ma- 


Herrick  of  Tecumseh   Products 


chines  and  not  far  behind  Xerox  in 
profitability.  Chances  are  that 
Tecumseh  will  buck  the  trend  of 
most  corporate  earnings  with  an- 
other good  gain  for  1970. 

Nor  does  Herrick  have  to  fear 
that  someone  will  come  and  take 
all  this  away  from  him.  He  and  his 
80-year-old  father  and  the  family 
own  51%  of  Tecumseh's  1.8  million 
shares,  $100  million  worth. 

So  why  the  taciturnity?  Replies 
a  company  spokesman:  "Look,  we're 
just  doing  our  thing  out  here.  What 
in  the  world  do  we  have  to  gain 
from  bragging  about  it?  We  have  no 
stock  to  sell.  We  have  no  desire  to 
do  anything  that  will  make  our 
stock  more  attractive.  And  we  don't 
have  any  consumer  products.  We 
submerge  our  identity  completely 
in  the  favor  of  those  people  who. 
buy  our  product." 

We'd  hate  to  see  that  attitude 
catch  on;  it  would  make  our  job  at 
Forbes  pretty  difficult.  Still,  you 
can't  argue  with  the  figures.  ■ 
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The  Bettmonn  Archive 


YOU'RE  INVOLVED! 


%  FORBES  %U.S. 


Most  of  us  are  aware  of  the  old  chestnut  that  says, 
"If  you  want  to  get  a  job  done,  ask  the  busiest  man 
you  know  to  do  it."  The  theory  is  that  busy  people  are 
doers  who  are  willing  to  get  involved  in  a  multitude 
of  activities. 

And  it's  true.  That's  why  so  many  affluent  business- 
men, like  the  readers  of  FORBES,  are  so  influential. 
They  get  involved. 

This  was  recently  underscored  in  the  data  on  Public 
Activity  Involvement  just  released  by  the  1970  Sim- 
mons Study. 

According  to  the  study,  FORBES  has  a  higher  concen- 
tration of  readers  who  are  involved  in  one  or  more 
public  activities  than  any  of  the  other  63  publications 
measured.  In  fact,  Simmons  shows  that  98.5%  or  just 
about  all  of  FORBES'  readers  are  involved  in  these 
activities.  And  to  prove  that  their  involvement  is  cur- 
rent, Simmons  further  shows  that  97.3%  of  our  read- 
ers were  involved  in  one  or  more  of  these  activities  in 
1968-69  (the  period  when  the  study  was  conducted). 
Included  in  these  involvement  statistics  are  the  fol- 
lowing comparisons: 


Voted  in  an  election 

94.5 

76.5 

Written  to  editor  of  a  magazine 

or  newspaper 

27.9 

10.3 

Addressed  a  public  meeting.  .  . 

48.8 

18.7 

Taken  an  active  part  in  some 

local  civic  issue 

38.4 

16.1 

Written  to  an  elected  official 

about  some  matter  of  public 

business 

38.6 

13.2 

Written  something  that  has  been 

published  

19.6 

6.2 

Actively  worked  for  a  political 

party 

21.7 

11.2 

Corporate  advertisers,  area  development  advertisers, 

and  other  advertisers  wishing  to  reach  the  involved 

market,  would  be  well  advised  to  direct  their  attention 

to  America's  business  leadership.  That's  FORBES' 

readership. 

FORBES  readers  don't  just  own  American  business. 

They  run  it. 

Forbes:  capitalist  tool 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


June  25, 1970 


1,000,000  Shares 


Commonwealth  Edison  Company 


9.44%  Cumulative  Prior  Preferred  Stock 

(Par  Value  MOO  Per  Share) 


Price  $100  per  share 


Copies  of  the  Prospectus  may  be  obtained  from,  any  oj  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  "chick  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Glore  Forgan  Staats 

Incorporated 


Halsey,  Stuart  &  Co.  Inc. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Drexel  Harriman  Ripley 

Incorporated 


Kuhn,  Loeb  &  Co. 
Eastman  Dillon,  Union  Securities  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 


Dillon,  Read  &  Co.  Inc. 
Blyth&Co.,Inc. 

Goldman,  Sachs  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes 

Lazard  Freres  &  Co.        Lehman  Brothers        Loeb,  Rhoades  &  Co.        Paine, Webber,  Jackson  &  Curtis 
Salomon  Brothers  &  Hutzler  Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation 

Incorporated 

Wertheim  &  Co.      White,  Weld  &  Co.      Dean  Witter  &  Co.      A.G.  Becker  &  Co.      Paribas  Corporation 

Incorporated  Incorporated 
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MARKET  COMMENT 

By  L.  0.  Hooper 


Should  It  Be  Bonds  Or  Stocks? 


This  is  a  time  when  most  investors 
should  be  doing  more  thinking  than 
taking  action.  The  reduced  volume  on 
the  New  York  and  American  stock  ex- 
changes suggests  that  is  exactly  what 
they  are  doing.  The  future  environ- 
ment is  not  yet  clear,  so  there  is  plenty 
of  time  to  find  ways  to  best  meet  it. 

Lately  the  public  has  been  showing 
more  interest  in  bonds  than  in  stocks, 
and  much  "stock  money"  has  been  go- 
ing into  bonds.  One  broker  tells  me 
that  he  sold  more  bonds  in  the  first 
six  months  of  1970  than  he  sold  in  all 
of  the  40  years  he  has  been  in  the 
business  of  serving  investors.  These 
new  bond  issues,  yielding  anywhere 
from  9%  to  11%,  have  been  attracting 
about  as  much  money  from  individuals 
as  from  the  institutions.  For  many 
years  prior  to  1969,  the  bond  market 
was  almost  exclusively  an  institutional 
affair.  Individuals  did  not  buy  bonds. 

If  investors  successfully  make  money 
in  bonds  (I'm  not  talking  about  con- 
vertibles, just  straight  bonds),  the  new 
interest  in  debt  securities  is  likely  to  be 
more  permanent  than  transitory.  If 
you  are  able  to  get  a  yield  of  9%  plus 
a  capital  appreciation  (in  dollars)  of 
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5%,  that's  an  effective  return  of  14%— 
which  is  about  as  good  as  you  do  in 
equities  after  you  average  the  bad 
years  against  the  good  years  and  reck- 
on in  your  mistakes. 

As  for  convertibles,  I  don't  think 
most  of  them  are  currently  as  attrac- 
tive *  as  straight  debt  issues.  You 
almost  always  get  a  lower  income  re- 
turn on  a  convertible,  quality  consid- 
ered; and  most  converts  are  not  of 
AAA  or  even  A  grade.  Some  of  the 
convertibles  issued  in  connection  with 
the  1966,  1967  and  1968  expansion  of 
conglomerate  companies  really  are 
nothing  but  low-grade  speculative 
common  stocks.  One  of  the  problems 
in  selecting  convertibles  at  present  is 
that  so  many  of  them  were  spawned 
in  a  bull  market  when  stock  prices 
were  high,  and  the  conversion  privi- 
lege is  of  distant  or  of  purely  academic 
worth.  There  are  some  good  ones,  but 
you  must  hunt  to  find  them. 

Savings  Up 

One  of  Wall  Street's  favorite  indoor 
sports  involves  trying  to  guess  what 
will  happen  to  interest  rates.  Some 
think  the  demand  for  funds  will  be  so 
strong,  and  the  supply  of  new  savings 
will  be  so  limited,  that  interest  rates 
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cannot  fall,  may  in  fact  even  rise. 
These  people  are  making  the  common 
and  traditional  Wall  Street  mistake  of 
thinking  that  a  trend  once  established 
will  go  on  forever.  I  believe  that  natu- 
ral economic  law  already  is  working 
against  higher  interest  rates  by  dis- 
couraging borrowing  and  encouraging 
saving.  Figures  show  that  the  percent- 
age of  national  income  "saved"  has  al- 
ready begun  to  increase  significantly, 
and  spending  for  capital  improve- 
ments is  being  cut  back. 

We  should  be  mindful,  too,  of  the 
political  implications  of  high  interest 
rates.  High  interest  rates  are  inflation- 
ary, since  they  increase  the  cost  of 
almost  everything.  This  generation  of 
voters  is  not  illiterate  in  economic  mat- 
ters; many  people  know  that  scarce 
and  expensive  money  has  been  the 
warp  and  woof  of  the  Administration's 
anti-inflationary  policy;  they  have  first- 
hand knowledge  that  the  policy  has 
worked  better  in  the  stock  market  than 
it  has  at  the  supermarket  check-out 
counter.  Washington  is  already  mak- 
ing credit  more  readily  available,  and 
has  ceased  to  do  things  to  make  it 
more  tight  and  more  expensive. 

There  is,  it  must  be  recognized,  one 
potent  argument  against  bonds.  The 
lender  does  not  get  as  much  buying 
power  back  at  maturity  as  he  has  lent. 
In  an  inflationary  economy  (and  we 
still  have  one),  the  buying  power  of 
the  dollar  lent  is  higher  than  the  buy- 
ing power  of  the  dollar  the  borrower 
returns.  If  inflation  proceeds  at  the  an- 
nual rate  of  4%,  and  you  lend  money 
at  9%,  your  real  return  is  something 
like  5%.  It  follows  that  even  a  9%  or 
10%  return   on   bonds   is   not   as   lib- 
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S  to  form 
1  opinions. 

Unless  you've  been  out  of  the  coun- 
try, you've  noticed  there  are  a  lot  of 
opinions  available  on  what's  going  on  on 
Wall  Street.  Aside  from  your  brother- 
in-law's,  many  of  these  opinions  should 
not  be  ignored.  Because  the  people  who 
voice  them  have  access  to  a  great 
amount  of  information.  From  hundreds 
of  business  and  financial  sources  and 
reports  sifted  through  every  week. 

Of  course,  not  everyone  can  research 
this  thoroughly. 

But  a  computerized  publication  called 
Pro-Corn  Alerts  is  now  making  these 
kinds  of  facts  available  to  everyone. 
Specific  facts,  relating  directly  to  the 
individual's  portfolio. 

This  publication  arrives  every  week 
and  the  cost  is  500  a  week  for  each 
stock  the  subscriber  designates. 

Pro-Corn  Alerts.  Fact,  not  opinion. 

A  Pro-Corn  Information  Kit  contain- 
ing a  sample  Pro-Corn,  Guidelines,  The 
Professionals'  400  List,  230  news 
sources,  and  current  News  Originals  is 
now  available  for  $1.00. 


Name 

Title 

Company- 
Address — 


■      PRO-™ 


Dept    220/F-715 
Maynard,  Mass.  01754 
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Weekly  Service  is 
Completely  Computerized 

This  up-to-the-minute,  accurate  report 
covers  ALL  NYSE  AND  ASE  STOCKS.  The 
CHARTCRAPT  WEEKLY  SERVICE  is  pro- 
grammed to  give  you  complete  3  box  reversal 
point  and  figure  information. 

You  get:  Full  Name  of  Stock  •  Reference 
Point  (Last  Entry  on  Chart)  •  Recordable 
Price  Changes  (Daily  Price  Changes)  •  Buy 
or  Sell  Signals  •  Price  Objectives  •  Stop- 
Loss    Points    •     Relative    Strength    Figures 

CHARTCRAPT  also  gives  you  a  complete 
analysis  of  the  Dow-Jones  Industrial  Average 
plus  an  Immediate  Trend  Report  for  both  the 
NYSE  and  ASE  stocks.  In  each  issue  we  present 
charts  of  those  individual  stocks  which  we  con- 
sider to  be  "Selected  Trading  Opportunities." 

You  get  clear,  unhedged  advice  when  you 
subscribe  to  the  Chartcraft  Weekly  Service. 
We  may  not  be  right  all  the  time,  but  you 
don't  have  any  "ifs,  ands  or  buts"  when  we 
tell  you  the  market  Is  going  up  or  down.  You 
can  compare  your  holdings  to  our  report  to 
check  price  objectives  and  stop-loss  points- 
buy  and  sell  signals.  See  what  the  P  &  P 
charts  say  about  your  stocks. 

Chartcraft  Is  one  of  the  largest  Point  and 
Figure  Service  Publishers  in  the  country,  serv- 
ing both  the  trader  and  Investor  with  precise 
market  Information  for  over  23  years. 

4  WttK  TRIAL  AND  CHARTCRAfT 
METHOD  BOOK  ONLY  $12.50 

When  you  take  a  4-week  trial  subscription 
to  the  CHARTCRAFT  WEEKLY  SERVICE  we 
will  also  send  by  First  Class  Mall — as  a  bonus 
— the  128-page,  best-selling  Chartcraft  Method 
Book.  (This  book  regularly  sells  for  $3.95)  The 
complete  package  Is  only  $12.50.  Just  send  your 
check  today— $12.50  for  a  4-week  trial  plus 
method  book  to-Chartcraft.  Inc..  Dept.  P-180. 
1  West  Ave.,  Larchmont.  NY.  10538. 
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eral  as  it  looks.  It  is  partly  fictitious. 

The  problem,  of  course,  is  what 
type  of  investment  may  be  better.  Two 
or  three  years  ago  everyone  said  com- 
mon stocks.  Then  there  was  a  short- 
age of  equities  and  a  surplus  of  cash; 
today  there  is  a  surplus  of  equities 
(too  many  "homeless"  ones)  and  a 
shortage  of  cash.  Then  there  was  great 
speculative  enthusiasm;  today  there  is 
disenchantment  and  disgust.  Then  the 
economy  was  booming;  today  earnings 
are  slipping  and  there  is  at  least  mod- 
erate business  contraction.  In  short, 
common  stocks  are  far  cheaper  than 
they  were,  but  the  influences  working 
for  higher  prices  are  infinitely  weaker. 

It  is  regrettable  that  so  many  people 
always  think  in  terms  of  price,  and  so 
few  think  in  terms  of  value.  Unfortu- 
nately, there  is  a  tendency  to  measure 
investment  success  entirely  in  terms  of 
price  rather  than  in  terms  of  how 
much  you  get  for  your  investment  dol- 
lar. Historically,  I  suspect  that  bonds 
are  now  cheaper  than  stocks,  even 
though  stocks  look  very  cheap  when 
you  compare  prices  with  those  prevail- 
ing a  year  or  two  ago. 

Historically,  too,  it  is  more  normal 
for  stocks  to  sell  at  seven  to  12  times 
earnings  than  at  15  to  40  times.  Logi- 
cally there  should  be  some  relation- 
ship between  interest  rates  on  bonds, 
and  price/ earnings  ratios  and  dividend 
return  on  stocks.  If  interest  rates  and 
bond  yields  are  high,  yields  on  stocks 
should  be  high  too.  A  7%  return  on 
Standard  Oil  of  California,  for  in- 
stance, looks  very  good  until  you  see 
that  you  can  get  a  return  of  better 
than  9%  on  a  debenture  of  General 
Foods  with  an  AAA  rating. 

This  column  thus  far  has  been  try- 
ing to  make  the  reader  think  more  than 
it  has  been  telling  him  what  to  do. 
This  is  a  time  when  there  is  enough 
room  to  think.  Neither  the  stock  mar- 
ket nor  the  bond  market  is  likely  to 
run  away  in  either  direction  this  sum- 
mer. Larger  advances  and  larger  de- 
clines are  both  likely  to  be  abortive. 

If  you  want  me  to  guess,  I  would 
say  that  there  is  a  good  possibility 
that  we  have  seen  the  high  on  bond 
yields,  but  that  AAA  bonds  are  un- 
likely to  sell  to  yield  less  than  7.5%  or 
8%  during  the  next  year.  I  would  also 
guess  that  before  October  the  stock 
market  may  test  the  May  lows  (in  the 
DJI),  perhaps  going  through  them, 
but  not  by  any  important  margin.  I 
see  this  summer  a  very,  very  dull  mar- 
ket, one  which  probably  will  slip  back 
a  little  when  it  looks  best  and  go  up  a 
little  when  it  looks  worst. 

Since  I  am  one  who  was  "sucked 
in"  to  Penn  Central  when  the  stock 
was  very  high,  it  is  doubtful  whether 
I  should  comment  too  much  about  il 
now.    I    do    feel,    however,    that    the 


Penn  Central  incident  is  a  monument 
to  incompetent  management.  It  is 
Penn  Central  Transportation,  a  100%- 
owned  subsidiary  of  Penn  Central, 
that  is  in  receivership,  not  Penn  Cen- 
tral itself.  This  transportation  subsidy 
ary,  however,  owns  100%  of  the  stock 
of  the  Pennsylvania  Co.,  which  in  turn 
owns  most  of  the  nonrailroad  assets, 
some  of  which  have  been  "hocked," 
directly  or  indirectly,  for  the  benefit 
of  the  railroad. 

If  the  reorganization  of  Penn  Cen- 
tral Transportation  proceeds  along  the 
lines  of  most  previous  railroad  reor- 
ganizations, and  there's  no  good  rea- 
son why  it  should  not,  it  will  take 
years  to  get  the  company  out  of  the 
courts.  This  will  be  the  biggest,  the 
most  expensive  and  the  most  compli- 
cated railroad  reorganization  ever. 

Of  course,  there  will  be  other  bank- 
ruptcies; but,  outside  of  the  conglom- 
erates, these  probably  will  affect  only 
smaller  companies.  The  idea  that 
Chrysler  has  been  in  serious  trouble,  I 
think,  is  absurd.  I  think  there  will  be 
numerous  smaller  receiverships,  many 
of  them  in  glamour  companies  of  re- 
cent vintage.  This  is  all  a  part  of 
cleaning  up  the  bear  market  debris. 

Poor  Earnings  Reports 

Stock-market  sentiment  during  late 
July  is  sure  to  be  flavored  by  poor 
second-quarter  earnings.  I  doubt 
whether  the  third  quarter  will  be  much 
better,  but  I  don't  think  the  market 
will  be  as  vulnerable  to  poor  third 
as  to  poor  second-quarter  results. 

In  significant  circles  there  is  a  much 
better  feeling  about  the  trend  in  short- 
term  money  rates.  This  is  especially 
good  for  Federal  National  Mortgage 
(32),  which  has  been  split  4-for-l. 
Fanny  Mae's  second-quarter  results, 
however,  will  be  very  sour. 

One  of  the  fallen  angels  which  may 
be  getting  interesting  is  Control  Data 
(35) .  The  company  is  expecting  a  bet- 
ter third  quarter,  and  hopes  to  break 
even  in  the  computer  division  this 
year.  Earnings  from  the  Commercial 
Credit  division  should  enable  CDA  to 
show  $2.50  a  share  or  more  if  un- 
diluted by  computer  losses.  .  .  .  Lower 
cocoa  prices  should  help  Hershey  and 
Peter  Paul.  ...  If  Polaroid  can  earn 
$2.25  or  so  this  year,  the  stock  (around 
54,  down  from  a  high  of  145&)  should 
be  interesting.  It  is  entitled  to  an 
above  average  P/E  ratio,  not  only  be- 
cause of  the  excellence  of  the  unique 
product  but  also  because  of  the  ex- 
treme strength  of  its  financial  position. 
.  .  .  The  best  quality  values  in  Con- 
ventional stocks  continue  to  be  within 
the  oil  industry.  They  offer  low  labor 
costs,  high  asset  values,  an  industry 
that  continues  to  grow,  along  with 
good  income  returns.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Shock  Treatment 


Not  all  the  aftereffects  of  the  Penn 
Central  collapse  are  bad.  It  is,  of 
course,  a  tragic  spectacle  to  see  a  giant 
fall,  a  giant  which  had  survived  wars 
and  depressions  and,  since  1848,  had 
never  missed  a  year  paying  a  dividend 
to  its  shareholders.  Vet,  there  are  some 
beneficial  results  of  this  event,  too. 

Everyone,  from  the  President  down 
to  the  smallest  investor,  was  shaken 
out  of  his  lethargy.  Suddenly  it  had 
become  glaringly  apparent  that  the 
situation  was  serious,  damned  serious. 
I  think  we  should  be  grateful  that  the 
Administration's  plan  to  guarantee  an 
emergency  loan  to  the  Penn  Central 
fell  through.  First  of  all,  such  situations 
should  not  and  cannot  be  patched  up 
with  a  bandage.  Second,  it  isn't  the 
government's  responsibility  to  bail  out 
the  banks,  other  creditors  and  the 
shareholders.  In  a  free  enterprise  sys- 
tem those  who  want  to  reap  the  re- 
wards must  also  be  prepared  to  ac- 
cept the  risks. 

Checking  Contagion 

What  is  most  important  is  that 
Washington  has  been  alerted  to  the 
acute  dangers  of  a  major  liquidity 
crisis.  Insolvencies  can  be  contagious. 
It  is  high  time  to  guard  against  an 
epidemic  which  may  not  discriminate 
between  good  guys  and  bad  guys.  The 
Federal  Reserve  acted  with  commend- 
able dispatch  to  strengthen  the  bank- 
ing system's  ability  to  lend  money  to 
deserving  borrowers.  The  Administra- 
tion may  yet  have  to  create  a  new 
rescue  agency,  perhaps  along  the  lines 
of  the  old  R.F.C.  (Reconstruction  Fi- 
nance Corp.)  which  had  been  quite 
successful  in  avoiding  even  greater  dis- 
asters in  the  1930s. 

The  shock  treatment  should  also 
prove  beneficial  to  bankers,  conglom- 
erators,  money  managers,  investors 
and,  last  but  not  least,  security  ana- 
lysts. It  is  fairly  simple  to  dress  up 
an  income  account  and  make  it  appear 
that  a  business  is  enjoying  good  profits 
and  a  healthy  rate  of  growth.  It  is  far 
more  difficult  to  make  a  balance  sheet 
look  better  than  it  is. 

In  previous  columns  in  Forbes  I 
had  warned  investors  not  to  place  un- 
limited faith  in  reported  earnings. 
They  can  be  finagled.  A  balance  sheet, 
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too,  can  be  manipulated,  and  most 
items  are  of  dubious  reliability,  but 
there  are  two  positions  which  can  be 
trusted:  debt  and  cash.  These  an  ac- 
countant can  certify  without  reserva- 
tion, and  it  is  precisely  these  two  items 
which  can  get  a  company  into  trouble. 
Thanks  to  Penn  Central  everyone  will 
once  again  pay  close  attention  to  these 
old-fashioned  facts. 

The  stock  market,  I  fear,  still  has 
not  established  a  reliable  bottom,  a 
firm  basis  for  a  sustained  recovery. 
Day  after  day  we  witness  huge  block 
transactions,  and  while  there  must  be 
a  bu\er  for  every  seller,  it  is  clearly 
evident  that  the  sellers  are  the  initia- 
tors of  these  transactions.  It  is  equally 
evident  that  some  institutions  are  tak- 
ing gigantic  losses.  This  in  itself  is 
very  sad,  of  course,  but  the  possible 
side  effects  should  not  be  overlooked. 

»s  the  Risk  Out? 

Having  sizable  investments  in  IBM 
and  similar  super-blue-chip  growth 
stocks  has  been  de  Hglteur  for  all  self- 
respecting  portfolio  managers  for  many 
years,  because  of  capital  gains  tax 
considerations  these  positions  were 
largely  "frozen,"  and  this  in  turn  cre- 
ated an  artificial  scarcity  with  the  re- 
sult that  prices  of  such  stocks  were 
driven  to  levels  which  were  difficult  to 
justify  on  fundamentals.  Now  this  sit- 
uation has  changed.  Once  large  losses 
have  been  realized  in  positions  that 
have  gone  sour,  investors  can  afford  to 
take  profits  in  stocks  which  had  ap- 
preciated enormously  in  recent  years, 
and  which  even  now  show  big  capital 
gains  (viz  the  Dreyfus  Fund's  invest- 
ment in  Polaroid).  This  unfreezing  of 
old  positions  may  still  prove  to  be  an 
unsettling  market  factor  as  long 
locked-away  blocks  of  stocks  come  on 
to  the  market. 

The  continuing  price  erosion  which 
is  not  fully  mirrored  in  the  blue-chip- 
dominated  DJI,  has  driven  the  great 
majority  of  stocks  to  levels  where  you 
begin  to  wonder  whether  there  is  still 
much  risk  left  on  the  downside.  This 
applies  even  to  troubled  Chrysler 
which  may  be  sick,  but  hardly  on  the 
deathbed.  (This,  however,  does  not 
apply  to  Penn  Central  stock  which 
statistically  is  overpriced  in  relation  to 
some  of  the  system's  bonds  which  are 
selling  in  the  teens.) 


A  multitude  of  pretty  good  stocks 
are  now  priced  at  seven  times  earn- 
ings or  less,  and  unless  the  entire  econ- 
omy goes  into  a  tailspin,  these  earnings 
are  not  about  to  collapse  altogether. 
In  fact,  the  belt-tightening  efforts 
which  any  well-managed  company  has 
instituted  in  recent  months,  should  be- 
gin to  show  results  before  long  on  the 
profit-and-loss  statement. 

The  risk  of  a  tailspin  has  dimin- 
ished, I  believe.  The  Fed's  monetary 
policy  has  become  distinctly  reflation- 
ary.  Short-term  money  rates  already 
have  come  down  significantly,  and 
even  long-term  interest  rates  seem  to 
have  peaked  out  last  month.  There 
are  also  signs,  quite  faint  so  far,  to  be 
sure,  that  the  rate  of  inflation  is  di- 
minishing. Furthermore,  the  Adminis- 
tration by  now  is  not  only  alerted  but 
alarmed,  and  elections  are  less  than 
four  months  off. 

Living  with  the  Unreasonable 

Many  people  are  concerned  about 
the  forthcoming  contract  negotiations 
with  the  United  Auto  Workers.  De- 
mands, presumably,  will  be  "unrea- 
sonable," and  there  is  a  threat  of  a 
strike.  But  this  we  face  every  few 
years.  We  have  to  live  with  it,  and  the 
timing  may  be  propitious  rather  than 
otherwise.  We  can  also  worry  about 
many  other  things.  There  could  be 
major  unrest  in  the  cities  this  summer. 
Cambodia  may  collapse  and  the  Near 
East  can  explode  any  time.  All  this  is 
not  news,  and  the  stock  market  in 
general  would  seem  to  reflect  the  pre- 
vailing apprehension,  if  not  dejection, 
quite  adequately.  I  don't  think  that 
investors  should  become  unduly  de- 
spondent at  this  stage. 

Attracted  by  unprecedented  yields, 
some  investors  are  discovering  the 
bond  market.  If  income  is  the  primary 
objective,  nothing  at  present  can  sur- 
pass good  bonds,  especially  tax-ex- 
empts. However,  don't  let  us  go  over- 
board. Take  American  Electric  Power, 
for  example.  This  good  utility  stock 
now  sells  around  22  and  the  $1.64 
dividend  rate  yields  nearly  Vk%— only 
VA%  less  than  prime  bonds.  It  must 
be  noted,  however,  that  AEP,  a  steady 
dividend  payer  since  1909,  has  in- 
creased its  dividend  rate  in  every  sin- 
gle year  over  more  than  two  decades. 
Isn't  it  reasonable  to  expect  that  divi- 
dends will  continue  to  rise  in  the  fu- 
ture, even  if  not  in  every  •  ear?  Inter- 
est rates  on  bonds,  on  the  other  hand, 
are  fixed  and  will  not  rise.  Therefore, 
unless  the  whole  economy  goes  to 
pieces,  a  stock  like  AEP  will  be  a  bet- 
ter income  producer  over  the  years 
than  a  9%  bond.  At  less  than  half  its 
peak  price  of  a  few  years  ago,  this 
stock  now  sells  exactly  at  ten  times 
earnings  for  the  past  twelve  months.   ■ 
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WHAT  MAKES 


WlZ 


INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes    on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 
Wellesley  Hills,  Mass.  02161,  Dept.   F-307 
Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Narnn 

Street  &  No 


City. 


.State. 


-Zip. 


mm 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Counting  On  The  Fed  Again 


The  market's  behavior  since  late 
May  bad  as  it  is,  probably  is  no  worse 
than  could  have  been  expected.  After 
the  worst  panic  since  1962,  and  the 
greatest  destruction  among  equity 
values  in  over  two  decades,  investor 
confidence  needs  repeated  doses  of 
adrenaline  over  a  protracted  period  of 
time  if  it  is  to  regain  most  of  its  former 
vigor.  In  other  words,  the  market's 
attempt  to  build  a  broad  base  from 
which  to  stage  a  sustained,  major- 
trend  recovery  seems  bound  to  be 
lengthy  and  sometimes  painful.  The 
effort  has  only  just  begun,  and  the 
setback  from  the  exhaustingly  spec- 
tacular early  June  rally  reflects,  natu- 
rally, a  still  great  residue  of  worry  over 
the  outlook  for  success. 

This  skepticism  seems  closely  linked 
to  the  apparent  absence  of  any  con- 
sensus about  prospects  for  business 
and  earnings  in  the  next  six  to  nine 
months.  Many  observers  believe  the 
economy  is  about  to  bottom  and  cor- 
porate after-tax  earnings  will  be  on  the 
upbeat  again  come  autumn.  But  just 
as  many  now  seem  certain  that  busi- 
ness will  not  turn  around  until  late 
this  year  and  that  profits  will  not  im- 
prove until  the  first  quarter  of  1971. 
Both  schools  of  thought  can  summon 
about  equally  convincing  documenta- 
tion for  their  respective  views,  with 
the  result  that,  in  a  post-panic  market 
climate,  both  seem  to  lack  credibility. 
It  may  be  at  least  another  month  or 
two  before  the  business  statistics  can 
become  more  clearly  persuasive  one 
way  or  the  other.  Meanwhile,  investors 
are  reluctant  to  assume  that  the  deep 
drop  in  stock  prices  has  overdiscounted 
the  worst. 

In  this  setting  tew  can  now  see  why 
the  stock  market  should  stage  a  big, 
sustained  advance  during  the  months 
ahead,  and  the  number  of  those  who 
anticipate  another  decline  to  much 
deeper  bear  market  lows  has  been 
growing.  The  implied  preponderance 
of  essentially  bearish  expectations— 
also  typical  of  incipient  base  building 
—could  at  this  time  be  a  prime  source 
of  encouragement  for  the  contrary- 
opinion  analyst.  But  hard  technical 
evidence  in  support  of  minority  op- 
timism has  yet  to  materialize.  The 
overall  price  movement  could  provide 

Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


•a  first  vital  clue  by  successfully  test- 
ing the  Dow's  May  26  lows  (631.16- 
627.46),  i.e.  either  by  refusing  to  reg- 
ister new  DJI  lows  or  by  failing  to 
stage  another  wide,  panicky  decline  if 
those  lows  are  broken  under  pressure 
from  adverse  news. 

Meanwhile,  no  big  buildup  of  latent 
technical  strength  is  as  yet  visible  in 
most  of  the  areas  where  it  should  ap- 
pear as  a  new  major  base  unfolds.  A 
significant  rise  in  short  selling  by  odd- 
lot  customers  may  have  begun  late 
last  month,  but  at  presstime  this  trend 
was  still  too  young  to  be  impressive. 
Moreover,  short  selling  by  round-lot 
customers  seems  to  have  subsided 
sharply  in  the  second  half  of  June  from 
the  record  levels  reached  in  late  May. 
True,  the  mid-June  NYSE  short  inter- 
est total  was  up  substantially  from 
mid-May,  but  it  was  equal  to  only 
1.36  times  average  daily  trading  vol- 
ume for  the  reporting  period,  too  low 
to  be  regarded  as  technically  construc- 
tive. Besides,  much  of  the  increase  was 
probably  pinched  out  by  covering  pur- 
chases after  mid- June,  so  I  would  not 
expect  the  July  short-interest  report  to 
provide  much  technical  encourage- 
ment either.  That,  however,  could 
stimulate  a  fresh  bulge  in  round-lot 
customers'  short  selling  over  the  next 
month  or  two,  which  would  make  a 
desirable,  perhaps  indispensable,  con- 
tribution to  the  lengthy  base-building 
process  I'm  envisaging. 

Hoarding  Cash 

An  essentially  similar  contribution  of 
latent  technical  strength  on  the  mutual 
fund  sector  also  may  take  a  few 
months  to  materialize.  Due  mainly  to 
the  sharp  drop  in  stock  prices,  the 
funds'  collective  cash  reserves  rose  to 
a  record  10.1%  of  their  total  net  assets 
at  the  end  of  May.  But  at  $4  billion 
these  reserves  were  only  $200  million 
higher  than  in  January  1969,  early  in 
the  bear  market.  Moreover,  the  funds' 
aggregate  net  inflow  of  new  cash  dur- 
ing May  was  negligible.  So  it  seems 
necessary  to  expect  that  the  funds  will, 
as  a  group,  be  hoarding  cash  in  the 
next  several  months,  either  by  staying 
largely  on  the  market's  sidelines  or  by 
being  net  sellers  of  portfolio  stock 
holdings  (as  apparently  they  were  in 
May).  The  resulting  accumulation  of 
idle  bining  power  could,  in  time,  be- 
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come  tantamount  to  a  massive  short  in- 
r  terest  which  would  strengthen  the 
market's  overall  technical  position  and 
should  help  complete  a  major  base 
structure,  as  in  late  1962  and  1966 
and  in  the  spring  of  1968. 

For  now.  there  seems  to  be  only 
one  major  area  where  a  big  increase  in 
latent  buying  power  has  already  taken 
place.  By  the  end  of  May.  margin  ac- 
count customers  of  NYSE  brokerage 
firms  had  sold  enough  stock,  on  bal- 
ance, to  pay  down  their  aggregate  in- 
debtedness to  a  level  some  $2.5  billion 
under  the  June  1968  peak.  At  the 
same  time,  the  cut  in  Federal  Reserve 
margin  requirements  two  months  ago 
restored  their  collective  potential  pur- 
chasing power  by  over  $2  billion  to 
about  ST  billion,  the  highest  since  July 
1968  when  the  Dow  was  fluctuating 
around  900.  With  stock  prices  now 
substantially  lower,  even  a  minor  frac- 
tion of  this  S7  billion  could,  if  mobil- 
ized, be  a  decisive  supporting  element 
during  the  base-building  period. 

A  Shot  in  the  Arm 

But  what  could  stimulate  active 
new  demand  for  common  stocks  from 
individual  investors— and  from  institu- 
tions   presumably     not    cash-hungry, 

such  as  pension  Funds  and  perhaps  also 

bank-managed  trust  funds— at  a  time 
when  there  is  stii!  wide  disagreement 
over  whether  a  general  earnings  up- 
turn is  due  in  three  months  or  in  six? 
As  I  see  it,  the  answer  to  that  question 
hinges  mainh  on  whether  tears  oi  an 
escalating  liquidity  crisis  can  be  al- 
layed. To  many  minds  the  possibility 
of  such  a  crisis  now  looms  as  the  ma- 
jor reason  tor  expecting  another  deep 
bear-market  collapse. 

For  reassurance,  investors  must 
look  to  til?'  Federal  Reserve  Board. 
Since  early  this  year,  the  Fed  has 
taken  a  series  of  crucial  steps  to  pro- 
mote new  money  growth  and  to  ease 
the  tensions  stemming  from  the  brutal 
credit  squeeze  it  engineered  during 
the  second  half  of  1969.  In  another 
step  late  last  month,  the  central  bank 
moved  promptly  and,  it  seemed,  suc- 
cessfullv  to  stave  off  a  money-market 
crisis  that  might  otherwise  have  been 
sparked  by  the  Penn-Central's  bank- 
ruptcy. At  that  time,  the  Fed  increased 
the  availability  of  short-term  bank 
credit  and  actively  prodded  its  mem- 
ber banks  to  make  loans  available 
where  needed  to  prevent  a  chain  re- 
action of  bankruptcies.  The  next  big 
step  in  the  same  direction  could  be  a 
reduction  in  member  banks'  reserve  re- 
quirements, potentially  a  powerful  shot 
in  the  arm  for  the  stock  market  be- 
cause it  would  increase  the  supply  of 
hank  credit  still  further  and  so  tend  to 
lower  short-term  and  long-term  inter- 
est rates  alike.   ■ 
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AS  THEY  ALL  ARE 

not  one  of  these  stocks  should  be  held  or  bought  or  sold 

■  General  Motors  ■  Union  Carbide 

■  American  Telephone  ■  Standard  Oil  of  N.  J. 

■  Pan  American  Airways  ■  General  Electric 

■  McDonnell-Douglas  ■  U.  S.  Steel 

■  DuPont  ■  Parke,  Davis 

nor  should  any  one  of  the  other  1400  stocks 
under  weekly  evaluation  by  Value  Line 


until  you  check  Value  Line's  objec- 
tive determinations  of  what  relative 
price  changes  you  can  reasonably 
expect  of  each  — and  when. 

Value  Line's  70  research  specialists  de- 
vote their  full  time  and  energy  to  these 
questions.  Every  week  they  classify  all 
the  stocks  covered  the  year  round  by 
Value  Line  into  one  of  five  groups  indi- 
cating how  they  are  likely  to  perform  in 
the  market,  relative  to  the  others,  in  the 
next  12  months. 

The  five  groups  are  designated  I  (High- 
est), II  (Above  Average),  III  (Average),  IV 
(Below  Average),  and  V  (Lowest).  When 
Value  Line  rates  a  stock  I  (Highest)  for 
probable  year-ahead  market  perform- 
ance, it  means  simply  that  this  stock  is 
one  of  the  group  that  will  probably  go  up 
most  in  a  rising  market  or  down  least  in 
a  falling  market,  relative  to  the  stocks  in 
the  other  four  groups;  II  (Above  Average) 
stocks  will  do  better  than  III  (Average), 

III  better  than  IV  (Below  Average),  and 

IV  better  than  V  (Lowest). 

And  for  the  next  three  to  five  years,  the 
same  determinations,  from  I  down  to  V. 
And  for  dividend  income  in  the  next  12 
months,  the  same  ratings,  from  I  (High- 
est) down  to  V  (Lowest). 

NOTE:  Not  every  one  of  the  more  than 
1400  stocks  will  perform  in  the  market 
in  accordance  with  its  ratings.  But  such 
a  large  percentage  have  in  the  past,  for 


reasons  that  are  logical,  that  you  owe  it 
to  yourself  to  check  every  stock  that 
you  now  hold  or  are  thinking  of  buying 
or  selling  with  Value  Line's  objective  de- 
terminations of  probability. 

THE  COUPON  will  bring  ycu  for  the  term 
you  check— one  year  for  $167,  3  months 
for  $44,  or  4  weeks  for  $5— the  complete 
weekly  editions  of  The  Value  Line  Invest- 
ment Survey.  Each  edition  consists  of 
full-page  reports  and  ratings  on  about 
100  stocks,  the  24-page  Weekly  Summary 
of  Advices  &  Index,  and  the  8-page  Selec- 
tion &  Opinion  section... plus  the  month- 
ly Special  Report  on  insider  transactions 
and  quarterly  Special  Report  on  mutual 
fund  transactions,  as  issued. 

BONUS  •  With  the  annual  or  three-month 
subscription,  Value  Line  will  ship  to  you 
immediately  the  2-volume  Investors  Ref- 
erence Library  which-  will  give  you  the 
latest  reports  on  all  stocks  that  have 
been  published  prior  to  your  subscrip- 
tion. During  the  subscription  period  all 
1400  reports  will  be  updated. 

MONEY-BACK   GUARANTEE:    If   you   are 

dissatisfied  with  Value  Line  for  any  rea- 
son, return  the  material  within  30  days 
for  a  full  and  prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who  have 
had  such  a  4-week  subscription  within  the 
past  six  months. 


□    ONE  YEAR-$167 
(52  EDITIONS) 


□    3-MONTH  TR1AL-$44 
(13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus  — the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  D  Bill  me 


□ 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 
Send   me  a  4-week  intro- 
ductory subscription  to  the 
full  service  for  $5. 1  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Signature 

Name  (please  print) 

Address 

AA16-62 

City 

State 

Zip, 

(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC.,  5  East  44th  Street  •  New  York,  N.Y.  10017 
(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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ARE  NO-LOAD 
FONDS  A  BARGAIN? 

Of  the  380  mutual  funds  surveyed,  71  charge  no 
sales  commission,  while  the  median  sales  charge 
for  the  rest  is  8.5%.  From  the  standpoint  of 
getting  your  money's  worth,  FundScope  compares 
BUYING  COST  (sales  commission)  with  PERFORM- 
ANCE RESULTS  and  comes  up  with  an  answer  to 
the  question:  "WHICH  NO-LOAD  FUNDS  ARE  A 
BARGAIN  . .  .WHICH  ARE  EXPENSIVE?"  At  a  glance 
you  can  see  exactly  how  No-Load  funds  compare 
with  Load  funds  for  Growth  ...  for  Income... 
and  for  Stability  in  both  rising  and  declining  mar- 
ket periods.  You'll  also  see  how  the  5  TOP  No-Load 
funds  compare  with  the  5  TOP  Load  funds  in  a 
10-year  period ...  and  the  records  of  the  Go-Go 
Load  funds  versus  the  Go-Go  No-Load  funds. 

Are  expense  ratios  significant?  When  are  there 
"hidden  costs"  in  a  No-Load  fund?  Should 
"redemption  fees"  concern  you?  FundScope's  spe- 
cial 40-page  analysis  of  the  No-Load  fund  versus 
Load  fund  controversy  answers  these  and  many 
other  vital  questions.  It's  yours  as  a  BONUS  with 
FundScope's  SPECIAL  OFFER: 

Send  just  $17  for  a  3-month  trial  subscription 
to  FundScope  beginning  with  the  July  issue  featur- 
ing mutual  fund  results  for  all  10-year,  all  15-year, 
and  all  20-year  periods  (the  best  and  the  worst) 
in  the  past  QUARTER  CENTURY.  PLUS -the  1970 
MUTUAL  FUND  GUIDE-a  356-page  fact-filled  book 
covering 428funds (THIS  ALONE  SELLS  FOR  $15.00). 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  full  money-saving  14-month 
subscription,  send  $45.00  (10-day  returnable  guar- 
antee). Include  ZIP. 

FundScope,  Dept.  F-5,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 


Pennzoil 
United 

DIVIDEND  NOTICE 


The  following  dividends  have  been  de- 
clared: 

200  per  share  on  the  Common  Stock 
of  the  Company  payable  September 
15,  1970  to  stockholders  of  record  at 
the  close  of  business  on  August  31, 
1970. 

331/3  0  per  share  on  the  $1 .331/3  Cumu- 
lative Preference  Common  Stock  of 
the  Company  payable  on  October  1, 
1970  to  stockholders  of  record  at  the 
close  of  business  on  August  31,  1970. 
39%#  per  share  on  the  $1.581/3  Cumu- 
lative Preference  Common  Stock  of  the 
Company  payable  on  October  1,  1970 
to  stockholders  of  record  at  the  close 
of  business  on  August  31,  1970. 

R.  B.  BERRYMAN 
Corporate  Secretary 

June  22, 1970 

Pennzoil  United,  Inc. 
900  Southwest  Tower 
Houston,  Texas  77002 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Some  Underlying  Pluses 


Basically,  the  test  of  any  argument 
is  price.  Even  the  best  investment  can 
be  a  poor  speculation  if  the  price  is 
too  high.  Conversely,  a  poor  specula- 
tion can  be  a  good  investment  if  the 
price  discounts  all  the  foreseeable  de- 
pressants. It  seems  to  me  that  sub- 
stantially all  of  the  obvious  specula- 
tive excesses  have  already  been  purged 
from  the  marketplace.  Furthermore, 
well-financed  backbone  companies  in 
traditional  industries  are  selling  at 
prices  that  are  in  tune  with  this  year's 
realities  and  demonstrably  cheap  on 
the  basis  of  their  "normal"  earning 
power  in  more  prosperous  periods. 

In  regard  to  my  first  point,  I  be- 
lieve there  is  reason  for  speculative 
interest  in  Control  Data,  now  selling 
around  35,  which  is  a  fraction  of  the 
highs  accorded  during  the  speculative 
boom  in  the  computer  stocks.  For  one 
thing,  it  seems  to  me  that  the  Com- 
mercial Credit  division— whose  earn- 
ings will  be  up  some  10%  to  15%  this 
year,  and  which  could  grow  another 
10%  to  15%  in  1971-alone  is  worth 
perhaps  $30  to  $35  per  share  of  Con- 
trol Data.  If  memory  serves  me,  the 
company  paid  about  $45  a  share  for 
Commercial  Credit  when  its  earnings 
were  well  below  this  year's  level.  Sec- 
ondly, although  1970  is  a  problem 
year  for  the  computer  industry  and 
Control  Data  in  particular,  I  believe 
the  computer  operation  will  be  profit- 
able in  the  second  half  in  contrast  to 
losses  in  the  first  half,  and  the  full 
year  might  approach  break-even  re- 
sults. In  total,  I  can  visualize  Control 
Data  reporting  consolidated  earnings 
of  about  $2.25-per  share  this  year  as 
against  $3.19  in  1969,  and  there  is  a 
possibility  of  a  sharp  turnaround  in 
1971.  All  of  which  suggests  that  the 
stock  has  bottomed. 

At  a  Realistic  Price 

As  for  my  second  point,  I'm  in- 
trigued with  Bcndix  Corp.  (now  sell- 
ing around  21,  paying  $1.60)  on  the 
grounds  that  the  decline  from  the 
1967  high  of  57  apparently  recognizes 
the  possibility  that  earnings  for  the 
fiscal  year  ending  next  September  may 
be  in  the  $2  to  $2.25  range  as  com- 
pared with  $3.42  per  share  in  fiscal 
1969.    Secondly,    with    the    company 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


having  steadily  increased  its  penetra- 
tion of  the  automobile  equipment 
market  and  several  important  new 
products  likely  to  be  on  the  cars  of  the 
Seventies,  a  modest  pickup  in  automo- 
bile production  next  year  could  mean 
a  sharp  increase  in  this  division's  earn- 
ings. Thirdly,  the  company's  rapidly 
growing  international  division  will  be 
consolidated  this  year  and  in  the  pro- 
cess add  to  earnings.  I  can  see  the 
possibility  of  a  sharp  earnings  rebound 
in  fiscal  1971. 

Another  area  of  speculative  interest 
stems  from  the  fact  that  this  has  been 
an  era  of  private  readjustments  apart 
from  the  overall  cycle,  a  fact  which 
brings  to  mind  International  Minerals 
<b  Chemicals  (around  10) .  While  earn- 
ings for  the  fiscal  year  ended  last 
month  may  only  be  about  25  cents 
per  share  as  against  the  9  cents  per 
share  (before  extraordinary  charges) 
reported  in  the  previous  fiscal  year, 
the  significant  considerations  are  more 
than  the  fact  that  the  stock  sold  at 
50  and  above  several  years  ago.  De- 
spite overcapacity,  there  has  been  a 
decisive  'turnabout  in  the  fertilizer  in- 
dustry in  the  past  year,  with  both  vol- 
ume and  prices  improving.  Current 
fiscal  year  earnings  were  reduced  by  a 
loss  in  the  MSG  operation  (best  known 
to  the  consuming  public  as  "Accent"), 
but  this  division  should  be  in  the 
black  in  the  coming  fiscal  year.  With  a 
good  deal  of  capacity  having  been 
closed,  the  high  cost  of  borrowed  mon- 
ey resulting  in  lower  inventories,  and 
demand  continuing  to  grow,  the  in- 
dustry environment  has  improved  for 
the  coming  year. 

Do  these  capsule  illustrations  mean 
that  new  buying  interest  can  be  at- 
tracted at  a  time  when  it's  easy  to  em- 
phasize the  immediate  negatives  and 
eliminate  the  potential  positives  from 
consideration?  Philosophically,  we  all 
know  that  successful  long-term  invest- 
ment policy  is  as  much  a  business  of 
anticipation  as  it  is  recognition  of  cur- 
rent unknowns.  In  a  sense,  it  can  re- 
volve more  around  questioning  the 
prevailing  popular  view  than  blindly 
accepting  the  obvious  evidence. 

Illustrative  of  the  point,  all  the  in- 
dications support  my  view  that  indus- 
try's capital  spending  boom  has 
peaked,  that  the  trend  is  downward. 
While  this  means  that  a  stimulating 
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force  is  being  removed  from  the  econ- 
'  omy.  the  implications  may  not  be  as 
severe  as  one  assumes.  For  one  thing, 
a  decline  in  capital  expenditures  will 
help  ease  inflationary  pressures.  And 
a  somewhat  similar  situation  came  in- 
to being  13  years  ago,  but  the  econo- 
my nevertheless  remained  relatively 
prosperous.  In  short,  while  I  believe 
the  economy  will  show  a  smaller  rate 
of  growth  in  coming  years  that  it  has 
in  the  recent  past,  the  downward  cap- 
ital spending  trend  need  not  in  itself 
spell  an  overwhelming  depressant. 

A  Profits  Rebound 

In  somewhat  similar  vein  of  thought, 
some  compensation  can  be  found  for 
the  profit-margin  squeeze,  which  has 
now  become  so  obvious  to  so  many. 
In  the  past  decade,  corporate  before- 
ta\  profits  on  average  equaled  10.35? 
ot  our  gross  national  product  even 
though  hourly  wage  rates  have  stead- 
ily trended  upward.  Pre-tax  corporate 
profits  have  increased  sharply  in  the 
first  recover)  year  following  each  post- 
war recession.  All  of  which  suggests 
that  the  physical  volume  of  the  na- 
tion's business  is  the  ke\  to  the  level 
<>t  corporate  profits.  Thus,  il  business 
activity    improves    next    year,    today's 

it-cutting  moves  could  be  reflected 
in  a  surprising  profits  rebound. 

The  physical  volume  of  business 
may  also  be  the  key  to  the  fear  of  a 
Iiquidit>  crisis  that  feeds  on  itself. 
Part  of  today's  liquidity  problem  re- 
flects the  level  of  corporate  earning 
power,  which  in  turn  is  dependent  on 
production  volume.    This  doesn't  mean 

that  young  and/ or  marginal  compa- 
nies won't  have  difficulty  in  financing 
growth  from  here  on  out.  Further,  the 
current  recession  will  highlight  the 
weaknesses  of  companies  poorly  fi- 
nanced in  the  past.  Hut  the  problem 
could  be  more  one  of  an  isolated  than 
a  general  nature.  The  increase  in  the 
nation's  iuone\  supply,  plus  the  Fed- 
eral Reserve  Board's  determination  and 
ability  to  avoid  a  massive  liquidity  cri- 
sis, suggest  that  the  strains  eventually 

may  lessen. 

All  this  is  not  meant  to  imply  that 
the  current  speculative  defeatism  is  a 
major  error  or  that  a  new  major  up- 
swing is  on  the  near  horizon.  My 
point  is  that  some  of  today's  problems 
may  be  exaggerated,  and  some  under- 
lying pluses  may  be  overlooked.  For 
example,  logic  suggests  that  the  worst 
of  inflationary  price  trends  may  be 
over.  Logic  also  suggests  that  the  peak 
of  the  interest  rate  cycle  is  at  hand 
now,  partly  because  inflationary  ex- 
pectations have  cooled,  partly  because 
the  trend  of  capital  spending  is  down- 
ward. And  both  factors  are  an  impor- 
tant part  of  the  equation  that  even- 
tually makes  the  overall  stock  trend.  • 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offer  is  made  only  by  the  Prospectus. 


$150,000,000 

RC/I 

RCA  Corporation 

$75,000,000 
9lA%  Sinking  Fund  Debentures  due  June  1,  1990 

Price  100% 

(Plus  accrued  interest,  if  any,  from  June  24,  1970) 


$75,000,000 
9%  Notes  due  June  1,  1975 

Price  100.25% 

(Plus  accrued  interest,  if  any,  from  June  24,  1970) 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such 

of  the  several  Underwriters,  including  the  undersigned,  as 

may  lawfully  offer  the  securities  in  such  State. 


Lehman  Brothers 


Lazard  Freres  &  Co. 


Dillon,  Read  &  Co.  Inc.         The  First  Boston  Corporation         Kuhn,  Loeb  &  Co. 
Blyth  &  Co.,  Inc.     Drexel  Harriman  Ripley     Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 


F.  Eberstadt  &  Co.,  Inc. 
Halsey,  Stuart  &  Co.  Inc. 


Glore  Forgan  Staats 

Incorporated 


Goldman,  Sachs  &  Co. 
Hornblower  &  Weeks-Hemphill,  Noyes 


Kidder,  Peabody  &  Co.   Loeb,  Rhoades  &  Co.   Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis   Salomon  Brothers  &  Hutzler   Smith,  Barney  &  Co. 

Incorporated 


Stone  &  Webster  Securities  Corporation      Wertheim  &  Co.      White,  Weld  &  Co. 

Credit  Lyonnais  Corporation 
SoGen  International  Corporation 


Dean  Witter  &  Co. 

Incorporated 

Paribas  Corporation 


Bache  &  Co. 

Incorporated 


June  17,  1970. 
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Which  Stocks  are  the 

Odd-Lotters  SELLING? 

Are  these  the  stocks  to  BUY? 

Dramatic  selling  by  odd-lot  traders  may  not 
necessarily  register  a  buy  signal.  Yet  many 
astute  investors  believe  it  is  important  to  check 
the  odd-lot  sales-to-purchase  ratio  on  certain 
selected  stocks  before  making  specific  commit- 
ments on  these  issues. 

If  you  bebeve  that  an  Odd-Lot  Balance  Index 
on  100  selected  common  stocks  might  be  a  valu- 
able adjunct  to  your  investment  decisions,  you 
will  be  interested  in  consulting  the  continuing 
survey  of  moving  average  ratios  featured  in 
each  comprehensive  8-page  issue  of 

•     INVESTORS  INTELLIGENCE     • 


In  addition,  you  see  the  Market  Outlook 
Consensus  of  the  leading  Investment  Services. 
You  also  get  a  trend  analysis  of  Industry 
Groups;  the  10  strongest  stocks  on  the  New 
York  Stock  Exchange;  technical  analysis  of  the 
DJIA;  performance  ratings  on  No-Load  Funds; 
many  other  pointed  comments  and  condensa- 
tions from  private  newsletters  and  the  financial 
press. 

TWO  MONTH  TRIAL— $10.00 

Receive  4  complete  reports,  sent  First  Class 
Mail  every  other  Friday.  For  your  two-month 
trial  subscription  which  will  help  you  in  your 
investment  decisions  in  this  selective  market, 
send  $10.00  check  to: 

INVESTORS  INTELLIGENCE 

Dept.  F-54,  2  East  Avenue 
Larchmont,  N.Y.  10538 

N.Y.  State  residents  add  applicable  tax 
N.Y.  City  residents  add  t?%  tax. 


What  Is  The  Potential  For 

A.  T.ST.  WARRANTS? 

In  a  comprehensive  and  explicit  Report  on  A.T.&T. 
Warrants,  Sidney  Fried,  a  noted  authority  in  the 
Warrants  field  for  more  than  20  years,  answers 
the  questions:  Is  A.T.&T.  a  staid  "widows  and 
orphans"  stock,  or  is  it  now  actually  an  exciting 
growth  company  with  large  potential?  And  are  the 
new  A.T.&T.  Warrants  merely  a  good  opportunity, 
or  are  they  potentially  a  superb  opportunity? 

The  Report  thoroughly  describes  the  Warrants, 
spelling  out  how  the  new  A.T.&T.  Warrants  can 
produce  leveraged  profit  for  any  upside  move  of 
A.T.&T.  common.  Downside  risks  are  also  ex- 
amined, and  weighing  potential  gain  against  po- 
tential risk,  Mr.  Fried  comes  up  with  a  recom- 
mendation you  will  not  want  to  miss.  Sidney 
Fried's  masterful  analysis  of  A.T.&T.  common  stock 
itself   is   completely   deserving   of   your   attention. 

Since  1952,  Sidney  Fried  has  edited  our 
R.H.M.  Warrant  &  Stock  Survey,  evaluating  first 
dozens,  then  hundreds  of  Warrants  in  every  issue. 
Today,  our  Survey  covers  254  Warrants  on  a 
weekly  basis,  including  such  top  companies  as 
AMK,  Atlantic  Richfield  Oil,  Avco,  Gulf  &  Western, 
Hilton  Hotels,  Ling-Temco,  Loew's,  Tenneco,  and 
many  others,  and  we  will  send  along  with  the 
"Report  on  A.T.&T.  Warrants",  full  statistical  in- 
formation on  all  these  254  Warrants.  We  will  also 
thoroughly  outline  a  method  by  which  you  can  prof- 
it from  the  hundreds  of  Warrants  currently  trading. 

This  entire  package  will  be  sent  to  you  by  re- 
turn  first  class   mail    for   only   $2.     /^|T^\ 
and    in    addition   to    its    immediate    '/jJwv 
value   for   you,    will    introduce   you    \v|  |f\/ 
to  our  services.  '••mm"  . 

Send  $2  today  to  Warrants,  Dept.  F-804, 
R.H.M.  Associates,  220  Fifth  Ave.,  N.Y.,  N.V.  10001. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


ABRAHAM*  CO. 

Members  New  York  Slock  Exchange 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 


STOCK  TRENDS 

By  Myron  Simons 


A  False  Sense  Of  Guilt 


With  the  market  reheating,  we  in 
Wall  Street  smear  ashes  on  our  heads. 
Men  culpa.  We  confess.  It's  our  own 
fault.  We  were  overspeculating.  We 
deserve  our  lumps.  But  please  don't 
make  the  punishment  too  severe.  And 
we  promise  to  behave  next  time. 

It  may  be  true  that  overspeculation 
eventually  gets  punished.  But  before 
we  bend  over  for  the  spanking,  let's 
take  a  good  look  at  how  bad  the  spec- 
ulation really  was  back  in  those  lovely 
days  of  1968.  Because  I  think  that 
we'll  find  that  our  sin  was  really  not 
so  much  our  enthusiasm  in  the  bull 
market,  as  the  incredible  way  in  which 
we  allowed  ourselves  to  panic  in  the 
winter  and  spring  of  1970. 

One  of  the  best  measures  of  specu- 
lation is  price/ earnings  multiples.  If 
they're  so  high  that  it  takes  dreams 
and  not  just  earnings  to  justify  them, 
then  sooner  or  later  someone  gets  left 
holding  the  bag.  How  inflated  were 
the  multiples  in  1968?  To  be  realistic, 
it's  the  multiple  of  projected  earnings, 
not  that  of  last  year's  earnings,  that 
counts.  So,  let's  assume  that  we  have  a 
perfect  security  analyst,  one  who  can 
tell  us  in  June  what  the  earnings  will 
be  for  the  year  that  won't  end  until 
December.  Let's  also  assume  he's  al- 
ways right  to  the  exact  penny. 

Okay.  Now  how  do  we  decide 
whether  P/Es  are  too  high  or  not? 
One  sure  way,  I  think,  is  to  find  out 
what  they  were  near  the  bottom  of  the 
market  in  June  1962.  They  certainly 
weren't  too  high  then,  were  they?  The 
market  was  down  22%  and  the  P/E— 
based  on  what  were  to  be  the  year's 
earnings— was  just  under  16.  In  fact, 
prices  were  so  low  that  they  were  the 
springboard  for  an  advance  from  578 
to  nearly  1000  on  the  Dow  Jones  in- 
dustrials. So  the  June  '62  lows  are  a 
good  yardstick  for  lowness  in  P/Es. 

Using  that  yardstick,  what  do  we 
find  about  blue-chip  stock  prices  on 
the  eve  of  the  great  1969-70  bear  mar- 
ket? We  find  that  most  blue-chip  P/  E 
ratios  were  not  at  all  high,  not  in  com- 
parison with  what  they  had  been  at 
the  so-called  bottom  six  years  before. 

Here  are  the  facts:  Of  30  DJI  stocks, 
only  13  were  selling  at  higher  P/E 
multiples  in  June  1968— not  quite  at 
the  top  of  the  market  but  at  a  healthy 

Mr.  Simons  is  a  partner  with  the  NYSE  firm  of 
F.I.   duPont.   Glore  Forgan  &  Co. 


•913— as  compared  with  its  June  1962 
low.  Of  these  13,  five  had  lower  earn- 
ings in  1968  than  in  1962.  (Lower 
earnings  tend  to  increase  P/E  mul- 
tiples because  the  stocks  of  most  great 
companies  tend  to  anticipate  long- 
term  earnings  potential,  not  tempo- 
rary dips.)  So  actually,  only  eight  of 
the  30  Dow  Jones  stocks  sold  at  high- 
er P/E  ratios  in  1968  than  in  the 
depressed  market  of  1962.  The  P/E 
was  a  little  under  16  in  1962,  and  just 
about  the  same  in  mid-1968.  Sure 
their  prices  were  up,  but  only  up 
about  as  much  as  earnings.  Hardly 
evidence  of  wild  speculation. 

Panicky  Investors 

Of  course,  the  Dow  Jones  stocks  and 
other  blue  chips  and  semiblue  chips 
are  only  a  part  of  the  story.  Every  bull 
market  has  plenty  of  stocks  that  run 
up  because  they  appear  to  have  ex- 
traordinary growth,  or  because  the 
concept  of  their  companies  and  their 
businesses  seems  exciting,  or  because 
somebody  sells  somebody  else  a  bill 
of  goods.  Or  because  of  overimagina- 
tive  bookkeeping.  But  I'm  not  talking 
about  these  stocks.  I'm  talking  about 
the  big  stocks  and  the  big  companies 
that  still  account  for  the  biggest  chunk 
of  stock  market  money.  The  simple 
fact  is  that  these  stocks  were  not  in- 
flated as  they  were  in  the  late  1950s. 
This  indicates  to  me  that  the  terrible 
decline  of  the  spring  of  1970  could  be 
justified  only  by  major  economic  prob- 
lems. Naturally,  it's  possible  that  such 
crises  are  just  around  the  corner,  but 
not  according  to  the  majority  of  econ- 
omists. It's  pretty  generally  thought 
that  the  worst  of  the  economic  decline 
is  over;  and  even  more  important,  that 
the  Government's  policy  of  restraint 
seems  to  have  given  way  to  one  of 
gradual  stimulation. 

Today,  the  P/  E  for  the  Dow,  based 
on  probable  1970  earnings,  is  just 
12.6,  well  below  the  bottom  of  1962. 
Now,  this  could  mean  that  the  market 
is  forecasting  economic  disaster  and 
that  is  why  it  won't  put  a  fair  price 
on  current  earnings.  Or  it  could  mean 
that  investors  simply  panicked— as  they 
did  in  1962  but  on  a  vaster  scale.  I 
think  the  latter  is  the  case.  The  eco- 
nomic decline  seems  to  be  running  its 
course.  Washington's  policy  of  tight 
restraint   seems    to   be   shading   over 
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into  a  policy  of  gradual  stimulation. 

The  outlook  now  is  for  a  gradually 
improving  economy,  and  a  continuing 
inflation,  although  at  lower  rates  than 
ttye  runaway  of  last  year.  So  it's  my 
guess  that  when  we  look  back  at  the 
spring  of  1970  six  months  from  now, 
well  wonder  why  there  was  such  an 
urgency  to  convert  equity  positions  in 
sound  stocks  into  cash.  If  we  do  any 
breast-beating  then,  it  will  probably 
be  for  cowardice  in  mid-1970,  not 
for  exuberance  in  1968.  It  will  be  be- 
cause we  didn't  take  advantage  of  the 
opportunity  that  every  panic  since 
World  War  II  has  given  the  investor. 

To  take  advantage  of  a  recovery 
market,  it's  important  to  form  a  strat- 
egy. The  hardest  part  is  the  begin- 
ning—facing up  to  one's  losses.  Except 
for  tax  considerations,  you  should  for- 
get what  you  paid  for  a  stock.  Noth- 
ing should  remain  in  your  portfolio  it 
there  is  something  better  to  own.  This 
demands  ,i  review  of  your  objectives, 
the  relationships  you  want  to  keep  l><>- 
tween  cash,  bonds  tor  income,  and 
stocks  and  the  outlook  yon  have  ol  the 
future.  Remember,  it's  the  future  you 
are  investing  in,  not  the  past;  what's 
important  is  what  you  believe  a  stock 
tcill  sell  for,  not  what  it  once  sold  for. 

Stocks  Worth  Buying 

At  present  levels  the  stocks  of  a 
great  man)  lame  companies  seem 
worth  buying  because  oi  their  strong 
positions  and  their  potentials  for  ad- 
vancing earnings  in  a  resurgent  econ- 
omy.  When  a  recover)  from  .1  bear 
market  takes  place,  it  often  starts 
with  quality  stocks  as  large  conserva- 
tive funds  of  money  are  reinvested  in 
the  market.  I  am  talking  about  stocks 
like  IBM.  Standard  Oil  of  Sew  Jer- 
sey, Burlington  Industries.  Ford  and 
a  horde  of  blue  chips 

And  there's  the  home-building  in- 
dustry. The  country  needs  more  hous- 
ing, and  the  Congress  and  various 
federal  agencies  are  trying  to  find 
ways  to  help  make  funds  available  to 
fill  the  needs.  My  favorites  in  the 
group  are  Kaufman  <£•  Broad.  Mason- 
He,  Wickcs  and  Evans  Products. 

There  are  social  demands  that  must 
be  met.  Witness  the  recent  congres- 
sional override  of  the  President's  veto 
of  the  hospital  bill.  Increasing  de- 
mand for  health  care  should  help  com- 
panies like  Pfizer,  Warner-Lambert 
and  Richardson-Merrell. 

What  I  am  urging  is  staying  in  the 
market  but  ruthlessly  pruning  your 
holdings.  This  demands  a  great  deal 
of  self-discipline.  It  means  resisting 
the  urge  to  panic  and  to  freeze  up.  But 
then,  making  money  in  the  stock  mar- 
ket is  seldom  easy,  except  near  the  top 
of  a  bull  market  when  profits  come 
easily.  But  they  vanish  easily,  too.  ■ 


ANNOUNCING: 

AN  OFFERING  OF  SHARES  OF  THE 

ROWE  PRICE 

NEWHORIZONS 

FUND,  INC. 

This  NO-LOAD  mutual  fund  suspended  sale  of  new  shares 
to  the  general  public  on  October  17,  1967. 

As  described  in  its  current  prospectus  an  additional  number 
of  shares  approximating  2,000,000  are  now  being  publicly 
offered.  The  Fund  reserves  the  right  to  terminate  the 
offering  without  notice. 

For  prospectus  and  further  information  write: 


Rowe  Price  New  Horizons  Fund,  Inc. 

One  Charles  Center      Baltimore,  Maryland  21201 


(Initial 

Minimum  Subscription 

$2,500.) 


Name. 


Address. 
City 


.State 


Zip 


BOSTON  EDISON 
COMPANY 

Common  Dividend  No.  325 
A  quarterly  dividend  of  56  cents 
per  share  on  the  common  stock 
of  the  Company  has  been  de- 
clared payable  on  the  first  day  of 
August  1970  to  stockholders  of 
record  at  the  close  of  business  on 
July  10,  1970. 

Preferred  Dividend 
A  quarterly  dividend  of  $1 .06  per 
share  has  been  declared  payable 
on  the  first  day  of  August  1970 
to  stockholders  of  record  at  the 
close  of  business  on  July  10,  1970 
of  the  Company's  Cumulative 
Preferred  Stock,  4.25%  Series. 

Preferred  Dividend 
A  quarterly  dividend  of  $1.19 
per  share  has  been  declared  pay- 
able on  the  first  day  of  August 
1970  to  stockholders  of  record  at 
the  close  of  business  on  July  10, 
1970  of  the  Company's  Cumula- 
tive Preferred  Stock,  4.78% 
Series. 

Checks  will  be  mailed  from 
Old  Colony  Trust  Company, 
Boston. 

JOSEPH  P.  TYRRELL 
Vice  President  and  Treasurer 

Boston,  June  22,  1970 
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CHAIRMAN'S  CHAIR 

By  Fred  C.  Foy 


Sunitis,  Pull-Up  &  Other  Executive  Diseases 


A  lot  of  people  are  unhappy  in  con- 
glomerates these  days  and  not  all  of 
them  are  investors.  Many  are  on  the 
inside— the  unmade  managers. 

One  day  a  document  is  signed  and 
two  companies  become  one  company. 
Right  then,  one  set  of  managers  be- 
come unmanagers.  Not  that  the  newly 
unmade  managers  realize  it  at  the  mo- 
ment. They  learn  it  later. 

More  often  than  not  it  comes  as  a 
shock  because  almost  all  major  mer- 
gers or  acquisitions  are  made  on  the 
premise  that  there  will  be  no  change 
in  how  the  business  will  be  run,  or  by 
whom.  But  it  doesn't  work  that  way. 
This  is  too  bad,  because  it  should 
work  that  way. 

Business  suffers  when  men  who 
have  developed  competence  as  man- 
agers suddenly  become  unmanagers, 
unsure  of  what  they  can  do,  trying  to 
guess  in  advance  someone's  reaction  to 
their  next  move,  or  worse— waiting  to 
be  told  what  it's  going  to  be. 

Last  year,  according  to  Mergers  and 
Acquisitions,  1,710  businesses,  each 
with  assets  over  $500,000  were  ac- 
quired by  new  owners;  1,710  bosses 
lost  that  last  word,  and  more  than 
1,710  people  working  for  them  lost  the 
chance  to  become  boss  later. 

I  predict  that  in  five  years  or  less 
more  than  half  of  those  bosses  will  be 
gone.  Why?  The  answer  depends  on 
the  kind  of  acquisition,  was  it  illegiti- 
mate,   semilegitimate    or    legitimate? 

Illegitimate  acquisitions  are  made 
simply  to  add  quick  volume  to  the 
acquirers'  sales,  for  access  to  cash  or 
assets,  to  make  a  quick  buck  in  the 
market  or  to  avoid  being  grabbed  by 
someone  else.  In  these,  the  old  man- 
agement doesn't  stay  around  very  long 
and  usually  isn't  happy  when  it  does. 

The  semilegitimates  are  smaller  and 
medium-sized,  wholly  owned  compa- 
nies, the  product  of  one  man's  inge- 
nuity, imagination  and  hard  work. 

As  the  owner  gets  older  his  tax 
lawyers  start  working  him  over.  They 
argue  that  the  company's  book  value 
may  not  be  the  Treasury's  idea  of  its 
going  value  in  his  estate,  that  there 
may  not  be  enough  cash  in  the  till  to 
pay  a  whopping  estate  tax,  that  his 
safest  course  is  to  trade  his  assets  for 

Mr.  Foy,  a  guest  columnist,  has  retired  as  chairman 
of  Koppers  Co.  He  joined  the  company  in  1948,  be- 
came president  and  chief  executive  officer  in  1954, 
chairman  in  1955. 


marketable  securities  and  that  this  can 
be  done  better  by  a  live  owner  than 
a  dead  one. 

So  a  trade  is  made:  The  old  owner 
and  the  new  agree  the  business  will  be 
run  with  no  change  in  management  or 
policy.  For  a  couple  of  years  there  is 
no  change.  Then  "sunitis"  sets  in. 

Sunitis  is  a  disease  transmitted  by  a 
wife  infected  by  a  couple  of  million 
dollars  in  dividend-paying  stock.  She 
simply  can't  see  why  the  old  man 
should  keep  working  when  they  could 
run  to  the  sun  and  relax  on  their  divi- 
dends. The  average  man's  span  of  re- 
sistance to  sunitis  is  rarely  more  than 
a  couple  of  sloppy  winters. 

If  sunitis  doesn't  get  him,  the  flood 
of  new  reports  and  paper  work  usu- 
ally is  enough  to  make  the  old  boy 
throw  in  the  sponge  in  a  couple  of 
years  anyhow. 

How  about  the  legitimate  acquisi- 
tion? I  define  as  legitimate  an  acquisi- 
tion where  a  going,  growing  business 
marries  for  money  to  expand,  for  an 
assured  raw  or  semifinished  material 
source,  for  needed  additional  manage- 
ment skills,  market  access  or  research 
and  development  backup. 

Don't  Pull  Up,  Push  Down 

This  is  absolutely  the  worst  situa- 
tion to  unmake  managers.  Unlike  the 
smaller  one-man  show,  these  compa- 
nies usually  have  a  lively  management 
group  that  has  learned  to  work  well 
together— creative  builders,  decision- 
makers. More  important  than  what 
they've  done  is  what  they  can  do  if 
the  new  owners  will  let  them. 

But  will  they?  Not  if  they  run  a 
"pull-up"  show. 

A  "pull-up"  show  is  any  company 
run  by  a  management  convinced  that 
they  and  only  they  have  been  granted 
the  omniscience,  the  talents,  the  abil- 
ity to  make  surefire  decisions.  In  these 
cases  top  management  pulls  up  into 
its  own  hands  all  the  decision-making. 
Their  idea  of  a  good  manager  is  a 
guy  who  will  do  what  he  is  told. 

I'm  constantly  amazed  at  the  com- 
panies that  acquire  good  officers  and 
then  promptly  try  to  make  enlisted 
men  out  of  them.  Of  course,  the  best 
of  the  newcomers  don't  put  up  with  it. 

Actually,  what  I'm  talking  about  is 
not  purely  a  product  of  merger.  These 
pull-up  situations  afflict  a  good  many 


companies  right  within  their  own  or- 
ganization. The  cure  is  to  push  power 
down  into  the  organization.  Smart 
bosses  try  to  create  new  managers,  not 
unmake  existing  ones.  They  know  that 
people  are  more  important  than,  or- 
ganization structures.  They  create 
new  decision-making  jobs  rather  than 
destroy  old  ones.  They  push  down, 
they  don't  pull  up. 

Thus  the  smart  boss  realizes  that 
there  are  times  when  decision-making 
should  be  vested  even  in  individual 
men,  maybe  a  key  salesman  or  a  re- 
searcher interested  in  creative,  profit- 
able problem-solving— not  in  supervis- 
ing others.  This  done,  next  comes  the 
problem  of  tying  each  job  into  the  in- 
formation and  responsibility  flow  in  a 
meaningful  way.  This  is  hard  work, 
but  worth  it  at  every  level. 

One  word  of  warning.  The  push- 
down system,  the  spreading  of  de- 
cision-making, is  toughest  on  the  boss 
and  his  next  string.  They  have  to  work 
hard  at  it,  really  believe  in  it.  The  sys- 
tem calls  for  communication  and  un- 
derstanding at  every  level.  It  demands 
tolerance  for  differences  of  opinion. 
It  calls  for  acceptance  of  occasional 
mistakes,  because  only  mutual  trust 
and  understanding  will  set  a  younger, 
less  experienced  man  on  fire,  and  the 
fire  becomes  hotter  as  mistakes  di- 
minish and  experience  takes  over. 

In  short,  the  Big  Boss  must  learn 
to  keep  his  hands  off  the  wheel  a  good 
deal  whether  he's  dealing  with  the  ca- 
pable heads  of  newly  acquired  busi- 
nesses or  with  talented  juniors.  In 
Koppers  we  used  to  expose  newly 
hired  graduates  to  a  couple  of  months 
in  each  department  and  division  until 
they  "knew  every  part  of  the  compa- 
ny" (which  is  more  than  the  chair- 
man ever  did).  One  year,  as  chief  ex- 
ecutive I  got  a  group  together  after 
six  months. 

Boy!  Did  I  meet  misery!  These  boys 
told  me  they  had  gone  to  college  to 
learn,  that  they  came  to  Koppers  to 
work  and  hadn't  done  any  yet  and 
that  they  had  reached  the  collective 
conclusion  that  you  could  learn  bet- 
ter by  doing  than  by  watching.  That 
was  when  we  learned  how  far  the 
push-down  system  has  to  go  down  if 
it  is  to  work  best.  We  decided  never 
again  to  hire  a  college  graduate  we 
couldn't  immediately  put  to  work  at 
something  worth  doing. 

If  we  want  to  get  the  best  young 
people  from  college  into  business,  let 
us  show  them  how  early  they  can 
tackle  problems,  make  decisions,  make 
something  happen.  It's  the  same  with 
keeping  experienced  executives  in 
acquired  companies.  Give  them  a 
chance  to  make  a  contribution.  You 
could  put  it  this  way:  He  bosses  best 
who  bosses  least.   ■ 
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The  Funds 


'  Still  Playing  the  Convertible  Game 


Like  other  income  funds  that  invest 
for  yield  rather  than  capital  appre- 
ciation, Decatur  Income  Fund  has 
fared  much  better  than  the  so- 
called  go-go  funds.  Its  net  assets 
per  share  have  declined  by  only  10? 
during  this  year's  market  crash. 

But  Decatur  also  performed  well 
during  the  rising  market  in  1967 
and  1968.  Its  value  per  share  rose 
and  21V.  respectively,  which 
is  quite  good  for  a  fund  whose  main 
goal  is  income,  whose  primary  ap- 
peal is  defensive.  How?  By  switch- 
ing. Starting  in  1966,  from  straight 
bonds  into  the  convertible  deben- 
tures and  preferreds  that  became  so 
abundant  during  that  period.  Con- 
vertibles, it  appeared  then,  had 
both  the  income  appeal  of  bonds 
and  the  appreciation  potential  of 
common  stocks,  and  Decatur  traded 
in  them  rather  actively,  tending  to 
take  profits  quickly  rather  than 
hang  on. 

Profit  Up,  Yield  Down 

"It  you  buy  a  convertible  at  par 
with  a  6%  coupon  and  it  goes  to 
180,    your    current    yield    is    3/':i%," 


says  Decatur's  chief  investment  of- 
ficer, Arnold  M.  Ganz.  "So  you  sell 
it  and  recycle  the  money  into  some 
new  prize  at  a  6?  coupon.  You  take 
your  profits  and  you  ram  your  in- 
come up." 

That  was  fine  in  1967  and  1968. 
But  since  then  convertibles  have 
been  dealt  a  double  blow  as  both 
stock  and  bond  prices  have  fallen 
sharply.  Presumably  the  convertible 
game  is  over  for  Decatur. 

But  portfolio  manager  Lewis  C, 
Shelley  says  no.  In  fact,  Decatur 
still  has  about  35?  of  its  money 
tied  up  in  convertibles.  "I  think 
there's  a  good  chance  the  converti- 
ble play  will  recur."  argues  Sheffey. 
"We  could  have  a  change  in  inter- 
est rates  or  a  change  in  market 
direction." 

Of  course,  Decatur  isn't  in  all 
the  same  convertibles  it  held  din- 
ing the  1967-68  period.  "Last  year 
we  got  out  of  high-multiple  stocks 
like  Hilton  and  Jim  Walter  and  con- 
vertibles like  Woolworth  preferred 
and  LIN  Broadcasting,"  says  Shef- 
fey. "We  shifted  into  financial-type 
companies,    like    the   mortgage    in- 


vestment trusts.  And  we  also  went 
into  housing-  and  construction-ori- 
ented companies,  usually  through 
the  convertible  debenture  route.  In 
other  instances,  we  shifted  from  a 
common  into  convertibles  to  im- 
prove the  yield." 

Another  Double  Play 

Decatur  is  betting  that  interest 
rates  will  drop,  sending  finance  and 
construction  stocks  up  and  boost- 
ing bond  prices.  Says  Ganz:  "If  our 
portfolio  gets  revalued  to  a  4.5% 
yield  from  a  6%  yield,  it's  got  to 
be  worth  25%  to'  35%  more."  To 
some  investors  this  is  a  gamble 
worth  taking:  Decatur  has  attract- 
ed some  $37.5  million  in  fresh  mon- 
ey during  the  12  months  through 
May  31  of  this  year,  raising  its  total 
assets  23'?  to  $87.8  million  despite 
the  slight  decline  in  its  per-share 
asset  value. 

What  if  interest  rates  stay  at  to- 
day's levels  or  go  still  higher,  which 
is  what  many  experts  are  predict- 
ing for  the  next  several  years?  Stock 
and  bond  prices  could  continue  to 
fall.  And  if  that  should  be  the  ease, 
the  capital  gains  Decatur  share- 
owners  have  come  to  expect  might 
be  harder  to  come  by. 


It's  Catching 


Thf  mck\i  i  i  \[is  are  also  expe- 
riencing a  money  squeeze  these 
days,  the  srverest  they  have  ever 
faced.  Officially,  fund  sales  still  ex- 
ceed the  redemptions  of  shares— by 
$675  million  to  $607  million  dur- 
ing April  and  May,  the  two  worst 
months  of  the  market  crash.  But 
that  sales  figure  includes  reinvested 
dividends  and  capital  gains  in  ad- 


dition to  new  shares  sold.  The 
chances  are  that  there  was  actually 
a  net  outflow  of  money,  especially 
in  May  when  reported  sales  (in- 
cluding reinvestments)  exceeded 
redemptions  by  only  $4  million. 

Mot  every  fund  is  having  trou- 
ble, of  course;  many  still  are  selling 
far  more  shares  than  they  are  re- 
deeming. Wise  funds  prepared  for 
a  potential  squeeze  by  building  big 
positions  in  ultraliquid  stocks  like 
American  Telephone  and  General 


Redemption  Tale 


Period 


Net 

Sales 

Redemptions 

Net 

Assets 

(including 

New 

Managed 

re-investment) 

Money 

(billions) 

(billions) 

(billions) 

(billions) 

April-May 

1970 

$39.8 

$0.7 

$0.6 

$0.1 

1st  quarter 

1970 

47.9 

1.4 

0.8 

0.6 

1969 

48.3 

6.7 

3.7 

3.0 

1968 

52.7 

6.8 

3.8 

3.0 

1967 

44.7 

4.7 

2.7 

2.0 

1966 

34.8 

4.7 

2.0 

2.7 

1965 

35.2 

4.4 

2.0 

2.4 

1964 

29.1 

3.4 

1.9 

1.5 

1963 

25.2 

2.5 

1.5 

1.0 

1962 

21.3 

2.7 

1.1 

1.6 

1961 


22.8 


3.0 


1.2 


1.8 


Motors.  This  gave  them  stocks  that 
could  be  readily  sold  if  they  need- 
ed cash  to  meet  the  redemption 
demands  ol  shareholders. 

Predictably,  however,  the  funds 
with  the  most  liquid  positions  have 
had  the  least  pressure  on  sales  and 
redemptions.  The  go-go  funds  that 
are  loaded  up  with  hard-to-market 
securities  in  little-known  companies 
are  in  the  worst  shape. 

But  the  real  irony  of  the  funds' 
liquidity  squeeze  is  that  redemp- 
tions themselves  are  not  the  biggest 
problem.  Cash-ins  by  fund  share- 
holders in  the  first  five  months  of 
this  year  were  actually  18%  lower 
than  in  the  same  period  last  year. 
The  problem  has  been  sharply  low- 
er sales.  Volume  was  down  38%  in 
the  first  five  months  of  1970.  And 
small  wonder,  with  stock  market 
prospects  uncertain  and  all  the  re- 
cent publicity  about  the  abuses  and 
excesses  of  many  funds  during  the 
late  departed  bull  market. 

History  shows  that  redemptions 
always  have  been  relatively  low  in 
declining  markets  (see  table).  For 
example,  in  1962  redemptions  fell 
a  bit  from  1961's  total.  In  1966  re- 
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demptions  held  even  with  1965's. 
They  declined  in  1969  although 
stock  prices  were  falling  all  through 
the  year. 

"Fundamentally,"  explains  Drey- 
fus Fund  President  Howard  Stein, 
"fund  shareholders  are  buying  a 
savings  program.  They're  long-term 
investors.  Also,  there  generally  is 
no  margin  pressure  on  fund  shares." 

Perhaps  the  biggest  reason,  how- 
ever, is  that  the  fund  owners  simply 
can't  stand  the  thought  of  selling  at 
a  loss.  They  wait  in  hope  that  a 
new  bull  market  will  bail  them  out. 
That's  just  what  happened  in  the 
past— in  1963  redemptions  jumped 
362,  in  1967  they  were  up  35?. 

And  Then  Some 

There's  no  reason  to  expect  that 
redemption  history  won't  repeat  it- 
self when  the  stock  market  turns 
around  again.  And  it  might  repeat 
in  spades.  The  high  hopes  gen- 
erated by  the  funds  that  promised 
super  performance  has  left  more 
than  the  usual  number  of  disillu- 
sioned fund  stockholders  who  need 
bailing  out.  "Take  a  go-go  fund  that 
went  up  50?,"  says  Affiliated  Fund 
President  Robert  S.  Driscoll.  "Ev- 
erybody bought  it  after  it  went 
up,  thinking  it  would  go  up  an- 
other 502.  Of  course,  it  didn't:  it 
went  down.  Then  they  say:  'When 
I  get  even,  I'll  get  out.'  " 

This  potential  for  large  redemp- 
tions makes  solving  the  industry's 
current  sales  problem  all  the  more 
important.  "There's  a  hesitancy  on 
the  part  of  investors  to  purchase 
all  securities,"  says  Stein  of  Dreyfus 
"Until  the  atmosphere  begins  to 
clear,  we'll  continue  to  see  this  hes- 
itancy." Affiliated's  Driscoll  blames 
part  of  the  sales  decline  on  the  cap- 
ital problems  of  brokerage  houses 
(see  p.  46),  which  sell  about  602 
of  fund  shares:  "I  think  the  bro- 
kerage people  are  immobilized  be- 
cause of  this  and  aren't  doing  all 
the  things  they  should  be  doing- 
such  as  selling  mutual  funds." 

The  real  challenge  for  the  funds 
when  the  market  does  turn,  there- 
fore, will  be  to  get  sales  rising  fast 
enough  to  get  themselves  back  into 
a  solid  net  sales  position.  Stein  and 
Driscoll.  ever  the  optimists,  are  sure 
this  will  happen.  But  it  will  mean 
convincing  people  all  over  again  to 
buy  funds  rather  than,  say,  bonds 
or  putting  the  money  into  savings 
accounts.  It  might  be  a  tougher  job 
this  time  around.   ■ 


(Continued  from  page  11) 

Third  and  Lexington  Avenues.  Thus,  in- 
stead of  owning  1002  of  1.5  million 
square  feet,  Tishman  will  own  50%  of  3 
million  square  feet. 

Our  primary  reason  for  entering  this 
venture  was  not  financing  by  an  offshore 
fund,  but  to  be  in  a  position,  as  man- 
aging partner  of  this  two-building  proj- 
ect, to  control  what  we  regard  as  the 
choicest  major  new  office  in  midtown 
Manhattan. 

—Robert  V.  Tishman 

President, 

Tishman  Realty  &  Construction 

New  York,  N.Y. 

Who's  Got  me  Lead? 

Sir:  I  noted  with  interest  your  recent 
editorial  suggestion  (Fact  6-  Comment, 
May  15)  that  we  get  the  lead  out  of  our 
gasoline.  We  took  the  lead  out  in  1915. 
Since  World  War  II,  in  fact,  we  have 
been  the  only  company  in  the  U.S.  mar- 
keting a  lead-free  gasoline— our  unleaded 
Amoco  Super  Premium.  This  is  sold  at 
our  stations  in  25  states. 

Earlier  this  year,  some  of  the  major 
automakers  announced  that  their  1971 
models  would  have  low-compression  en- 
gines capable  of  operating  on  a  91-octane 
unleaded  gasoline.  On  Feb.  10,  I  an- 
nounced that  we  would  have  such  a  fuel 
available  in  our  nationwide  markets  as 
soon  as  cars  requiring  it  came  on  the 
market.  This  was  the  first  such  commit- 
ment on  a  nationwide  basis  by  any  oil 
company. 

—John  E.  Swearingen 

Chairman, 

Standard  Oil  Co.  (Ind.) 

Chicago,  111. 

Kimberly  Moves  Up 

Sm:  I  particularly  noted  the  Forbes 
200  Research  and  Development  listing 
(May  15),  which  indicates  Kimberly- 
Clark  expenditures  of  $2.49  million  for 
1969.  A  review  of  the  questionnaire 
which  we  returned  to  you  indicates  that 
we  erroneously  reported  the  expenditures 
for  one  division  only,  and  that  in  fact,  the 
total  for  the  year  should  be  S12.12  mil- 
lion. This  would  have  placed  Kimberly- 
Clark  in  the  96th  position  rather  than 
177th  place  as  reported. 

—Dean  J.  Hewitt 

Director  of  Public  Relations, 

Kimberly-Clark  Corp. 

Neenah,  Wis. 

Better  than  the  Market 

Sin:  In  your  article  "Is  the  Tweed 
Suit  Coming  Back0"  in  the  June  15  issue, 
you  said  the  Oppenheimer  Fund  "was 
about  as  go-go  as  you  could  get"  and 
that  it  is  a  "fund  that  has  done  well  in 
up  markets  but  lias  been  frequently  clob- 
bered  in  down  markets."  For  each  year 
of  the  decade  since  the  inception  of  the 
Oppenheimer  Fund,  the  market  declined 


in  four  years  while  the  fund  ><  ;e>  d«kvn 
in  only  two.  During  the  eight  full  years 
when  the  fund  outperformed  the  market, 
it  averaged  11.92  better  than  the  Stand- 
ard &  Poor's  500  stock  index  annually. 
During  the  two  years  where  the  S&P  did 
better  than  the  fund,  the  difference  aver* 
aged  7.7%  per  year.  Perhaps  tiiese  figures 
might  lead  to  a  different  interpretation 
of  our  performance  results. 

—Leon  Levy 

President, 

Oppenheimer  Fund 

New  York,  N.Y. 

When  Down  fs  Up 

Sm:  Your  July  1  issue  in  the  article 
concerning  convertible  bonds  has  what 
I  am  sure  is  a  slip  of  the  pen.  I  refer  to 
the  sentence:  "He  also  stands  to  make 
good  money  if  interest  rates  were  to  go 
up."  A  holder  of  a  bond  will  make  good 
money  if  interest  rates  go  down,  not  up. 
— Hyman  C.  Grossman 
Brooklyn,  N.Y. 

Sir:  Is  my  economics  degree  getting 
old  and  rusty  for  the  Seventies  that  it 
no  longer  understands  which  way  [in- 
terest rates]  are  supposed  to  move? 

—Alan  H.  Wiley 
St.  Louis,  Mo. 

Readers  Grossman  and  Wiley  knoic 
their  bonds.  The  word  should  indeed 
have  been  "down"— Ed. 

And  Justice,  Too 

Sm:  Congratulations  on  your  powwow 
about  a  mandatory  retirement  age  for 
senators  and  congressmen  (Fact  6-  Com- 
ment, July  1).  Shame  on  your  defeatist 
attitude  that  this  cannot  be  brought  into 
practice.  And  why  not  include  the  most 
arrogant— the  Supreme  Court  Justices? 

— W.G.  Kammlade 
Urbana,  111. 

On  a  Roll  of  the  D/'ce 

Sm:  [On  the  cover  of  your  June  15 
issue]  there  was  a  little  mistake.  It  caught 
my  eye  immediately.  It  is  impossible  to 
get  the  combination  you  have  on  either 
of  the  dice. 

—Robert  F.  Novak 
Corona  del  Mar.  Calif. 
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Reader  Novak  certainly  has  a  sharp 
eye.  We  used  real  dice  (unloaded,  of 
course)  in  the  cover  photograph,  but, 
inadvertently— in  an  effort  to  get  the 
most  effective  cover  design— the  color 
transparency  was  reversed.  This  gave 
the  mirrored,  upside-down  picture— Ed. 
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TOP 

OF  THE 

TOP 

According  to  a  recent  study  by 
Erdos  and  Morgan,  Inc.,  more 
top  management  men  in  Amer- 
ica's 500  largest  industrial 
corporations  read  FORBES  reg- 
ularly than  read  Business  Week 
or  Fortune  or  Time  or  Newsweek 
or  U.S.  News  &  World  Report. 


HOW  TO  BUY  &  SELL 

LOW-PRICED  STOCKS 

FOR  PROFIT 

By:  JOHN  S.  VILLELLA 

Tells  you  where  the  action  is.  This 
book  explains  in  detail  a  logical, 
to  the  point  method  of  buying  and 
selling  listed  low-priced  stocks. 
All  the  "Ifs,  ands,  hedges,  and 
baloney"  have  been  removed.  It  is 
frank  and  to  the  point. 
"How  To  Buy  and  Sell  Low- 
Priced  Stocks  for  Profit"  should 
be  required  reading  for  the  spec- 
ulator. 
SEND  $2  PER  COPY  TO: 

CEN-COM,  INC. 

P.O.  Box  295R 

Pinellas  Park,  Florida  33565 

□  Please  send  FREE  information 
concerning  your  unique  Low- 
Price-Stock  Advisory  Service. 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


You  need  not  tell  all  the  truth,  un- 
less to  those  who  have  a  right  to  know 
it  all.   But  let  all  you  tell  be  truth. 
—Horace  Mann 


What  right  have  we  to  pry  into  the 
secrets  of  others?  True  or  false,  the 
tale  that  is  gabbled  to  us,  what  con- 
cern is  it  of  ours? 

—Edward  Bulwer-Lytton 


The  most  common  sort  of  lie  is  that 

by  which  a  man  deceives  himself:  the 

'deception  of  others  is  a  relatively  rare 

offense.  — Friedrich  Nietzsche 


It  is  a  curious  paradox  that  pre- 
cisely in  proportion  to  our  own  intel- 
lectual weakness,  will  be  our  credulity 
as  to  the  mysterious  powers  assumed 
bv  others.  —Caleb  Colton 


Secrecy  is  the  soul  of  business. 

—Spanish  Proverb 


"Know  thyself"  is  a  good  saying, 
but  not  in  all  situations.  In  many  it  is 
better  to  say  "Know  others." 

— Menander 


The  quest  for  riches   darkens   the 
sense  of  right  and  wrong. 

— Antiphanes 


It  is  astonishing  what  force,  purity 
and  wisdom  it  requires  for  a  human 
being  to  keep  clear  of  falsehoods. 

—Margaret  Fuller 


Be  wiser  than  other  people  if  you 
can;  but  do  not  tell  them  so. 

—Lord  Chesterfield 


Men,  such  as  they  are,  very  natu- 
rally seek  money  or  power;  and  power 
because  it  is  as  good  as  money. 

—Ralph  Waldo  Emerson 


The  love  of  learning  and  the  love 
of  money  rarely  meet. 

—George  Herbert 


Some  persons  profit  by  lying  con- 
vincingly; I,  by  telling  the  truth  un- 
convincingly.  It  is  not  so  difficult  as 
you  might  suppose,  for  in  this  world, 
where  actually  nothing  is  common- 
place, people  believe  only  in  the  com- 
monplace, that  which  they  are  ac- 
customed to  see. 

—Robert  L.  Ripley 


A   truth   ceases   to    be   true   when 

more  than  one  person  believes  in  it. 

— Oscar  Wilde 


B.  C.  FORBES 

John  D.  Rockefeller  once  said: 
"Next  to  knowing  all  about  your 
own  business,  the  best  thing  is  to 
know  all  about  the  other  fellow's 
business."  Information  can  mean 
money. 


as 


he 


A  wise  man  sees   as  much 
ought,  not  as  much  as  he  can. 

—Michel  De  Montaigne 


One  part  of  knowledge  consists  in 
being  ignorant  of  such  things  that  are 
not  worthy  of  being  known. 

—Crates 


Curiosity  is  looking  over  other  peo- 
ple's affairs  and  overlooking  our  own. 
—Herman  L.  Wayland 


He  that  does  not  know  those  diings 
which  are  of  use  and  necessity  for  him 
to  know,  is  but  an  ignorant  man, 
whatever  he  may  know  besides. 

—John  Tillotson 


Seeking  to  know  is  only  too  often 
learning  to  doubt. 

—Antoinette  Deshoulieres 


The  first  point  of  wisdom  is  to  dis- 
cern that  which  is  false;  the  second  to 
know  that  which  is  true. 

— Lactantius 


It  is  not  the  man  who  has  litde, 
but  he  who  desires  more,  that  is  poor. 

—Seneca 


Information  appears  to  stew  out  of 
me  naturally,  like  the  precious  otter  of 
roses  out  of  the  otter. 

—Mark  Twain 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . .  . 


Sent  in  by  Richard  J.  Obrecht, 
Ashland.  Ohio.  What's  your  fa- 
vorite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


He  that  gathereth  in  summer  is  a  wise 
son:  but  he  that  slcepcth  in  harvest  is 
a  son  that  causcth  shame. 

—Proverbs  10:5 
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The  Billionaire 
Sealords 

How  They 

Rule 
The  Oceans 


911  33d  3WV9\lTMng 


When  they  look  at  us,  they  see  a  little  of  you. 


When  Union  Carbide  sends  its  people  to 
Asia,  Africa,  South  America  and  even 
Europe,  they  represent  a  country  as  well 
as  a  company. 

So  while  we're  out  to  make  money 
abroad,  we're  also  out  to  make  friends 
abroad. 

Sometimes,  it's  as  simple  as  knowing 
local  customs. 

In  Singapore,  our  Eveready  battery 
plant  has  a  cafeteria  that  serves  three  dif- 
ferent menus.  To  meet  the  dietary,  ethnic 
and  religious  needs  of  our  Indian,  Chi- 
nese and  Malaysian  employees. 

Othertimes,  making  friends  and  mak- 
ing money  is  a  little  more  complex. 


To  mine  huge  manganese  deposits  in 
Ghana,  we  built  a  whole  town.  From  the 
ground  up.  Later,  we  put  a  plastics  plant 
in  Ghana.  And  then  a  battery  plant  And 
made  even  more  friends. 

None  of  this  is  our  newest  idea.  It's 
something  Union  Carbide  discovered 
long  before  international  business  was 
fashionable. 

And  it's  all  quite  simple. 

Overseas,  we're  you. 


THE  DISCOVERY  COMPANY 

270  Park  M«»  N»«  York    NY  10O17 


Yon  remember  the  country  boy, 
directing  the  stranger.  "You 
go  down  this  road  .  .  .  no,  that 
won't  get  you  there.  You  go 
up  that  road  . .  .  no,  that's  not 
it.  You  go    — 


You  can't  get  there  from  here 


Are  we  adult  Americans  any  smarter? 

"Stop  inflation".  (But  raise  my  wages  so 
I  can  pay  these  higher  prices  somebody 
caused. ) 

"We  want  peace".  (But  don't  want  to  serve 
in  nor  pay  for  the  armed  services  necessary 
to  keep  it.) 

"We  must  have  pure  water  and  air".  (What, 
me  put  up  with  a  less  powerful  car,  gray  in 
my  "white"  clothes,  higher  taxes  for  dis- 
posal systems,  slower  population  growth?) 


"I  demand  safe  streets".  (But  don't  be 
unkind  to  these  young  criminals,  rioters, 
vandals. ) 

"I  want  a  guaranteed  income".  (Won't  this 
country  ever  learn  to  stop  operating  at  a 
deficit?) 

*         *         * 

Heaven  seems  so  beautiful.  But  the  path 
there  is  long  and  hard.  Maybe  we  can't  get 
there  from  here  . . .  until  we're  willing  to  give 
as  much  as  we  get. 


Warner  &  Swasey  convertible  tape  system 
on  Automatic  Chucker  makes  it  eajy  for 
shops  to  adopt  numerical  control. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.  TEXTILE  AND  CONSTRUCTION  MACHINERY 
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The  advantages  of  locating  in 

Iwl  9SSOU  I  Computerized  Site  Selection  —  Missouri's  first-in-the-nation  Com- 
puterized Site  Selection  System  has  already  succeeded  in  locating  development  sites  for 
scores  of  satisfied  industries.  Community  Package  —  The  who,  why,  what,  where,  and  when 
on  scores  of  industry-minded  communities  including  everything  from  livability  to  utilities. 
Geographically  Ideal  —  Missouri's  hub-of-the-nation  transportation  capabilities  put  you  right 
in  the  middle  of  everything.  65%  Metropolitan  —  Just  one  more  reason  why  industries  come 
and  grow  in  Missouri.  Unlimited  Industrial  Revenue  Bonds  —  Plus  hundreds  of  communities 
with  Industrial  General  Obligation  Bonding  capacities  over  $100,000  dollars.  52  Public  and 
Private  Colleges  and  Universities  —  Enrollment  projection:  152,000  by  1975.  Community 
Betterment  —  285  industry-inviting  Missouri  communities  are  yanking  at  their  bootstraps  in  a 
self-help  effort  designed  to  produce  a  physical  climate  no  company  can  afford  to  ignore. 


Fill  this  out 


*       Henry  C.  Maddox 


V^  Director  of  Commerce  \ 
/and  J 

?  Industrial  Development    \. 


V  Jefferson  City, 
i  Missouri  65101 
J 


Tell  me  more  about  industrial   \ 
opportunities  in  Missouri.  * 

NAME I 


ADDRESS 


CITY_ 


.STATE. 


ZIP. 


I 
\ 

I 


and  we'll  fill  you  in 
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Why  Were  Bankers  Warned  That  This  "New  Book  Could  Upset  the  Savings  Applecart'" 

How  to  Make  Up  to  13  Vi  % 
on  Your  Savings  or  More 
All  Fully  Insured 

There  are  many  things  banks  don't  like  to  talk  about.  They  don't  like  to  talk  about 
the  fact  that  they  do,  indeed,  pay  interest  rates  of  8%,  10%,  13Vi%,  and  often 
more,  to  a  select  group  of  knowledgeable  depositors! 


What's  the  difference  between  these  men  and 
women  and  you?  Simply  this — that  they  know 
certain  "inside"  techniques  of  depositing  and 
withdrawing  their  savings  (all  perfectly  legal,  in- 
cidentally) that  you  don't!  And — therefore  they 
earn  two  to  three  times  as  much  interest  on  those 
savings  as  you  do!  Like  this . . . 

Would  It  Be  Worth  An  Extra  Ten  Minutes 

A  Month  To  You— To  Bring  Home  Two  Or 

Three  Times  As  Many  Dollars  From  Your 

Savings  As  You're  Getting  Today? 

The  procedure  is  simple.  But  to  put  it  to  work 
for  you,  tomorrow,  you  have  to  know  these  few 
"smart-money"  facts: 

1,  Most  thrifty  people  in  this  country  today  are 
actually  losing  money  on  their  savings.  The  inter- 
est they  get  from  a  regular  bank  account  is  actu- 
ally far  less  than  the  lost  purchasing  power  that 
inflation  cuts  right  out  of  their  savings. 

This  is  one  of  the  great  social  tragedies  of  our 
time.  It  means  that  if  you  are  thrifty  and  prudent 
in  this  country  today,  you  are  penalized.  Either 
you  are  driven  to  speculate  in  the  stock  market, 
where  you  can  be  wiped  out  overnight.  Or  you  try 
to  secure  safety  for  your  hard-earned  capital  in  a 
bank — and  watch  inflation  turn  your  dreams  of 
early  retirement  and  financial  independence  into 
dust! 

2.  But  you  just  don't  have  to  accept  these  two 
tragic  choices  any  longer!  Now  there  is  a  Third 
Way  to  invest  your  money,  that  gives  you  the 
absolute  safety  you  want,  plus  huge  guaranteed 
returns  that  you  may  not  even  have  dreamed  pos- 
sible before. 


*  Read  What  The  Banking 

Industry  Itself  Says 

About  This  Startling  Volume! 

NEW  BOOK  COULD  UPSET 
THE  SAVINGS  APPLECART 

TIGHT  MONEY,  Regulation  Q,  and  the 
much-touted  Age  of  the  Consumer,  are 
key  ingredients  in  a  flammable  mixture 
about  to  be  ignited  by  a  book  which  could 
explode  in  the  face  of  the  commercial 
banking  industry  this  year.  This  says: 

"The  millions  of  people  who  have  saved 
a  few  dollars  in  the  form  of  savings  ac- 
counts and  insurance  have  been  prevented 
from  gaining  any  profit  from  their  invest- 
ment— indeed  they  have  been  forced  to 
accept  real  losses — by  what  amounts  to 
government  agency  fiat.  These  depositors 
have  contributed  more,  perhaps,  to  the 
growth  of  our  economy  than  any  other 
group,  and  it  is  unjust  that  controls  apply 
only  to  interest  rates  to  depositors,  while 
there  are  no  controls  over  the  inflationary 
wage  and  price  increases.  Conditions  per- 
mitting this  20  years  of  discrimination 
should  be  changed." 

I  am  quoting  from  a  book,  titled,  "Don't 
Bank  On  It!  How  To  Make  Up  to  13'/i 
percent  and  More  on  Your  Savings — All 
Fully  Insured." 

The  book  is  dedicated  "to  the  members 
of  the  median  income  group,  those  truly 
forgotten  men  whose  savings  deposits  make 
banking,  as  we  know  it,  possible." 

"Don't  Bank  On  It"  may  be  coming  out 
at  an  auspicious  time,  as  the  general  pub- 
lic is  becoming  more  aware  of  high  inter- 
est rates,  and,  thanks  to  truth  in  lending, 
is  being  conditioned  to  look  at  rates  of  12 
or  18  percent  as  low.  No  doubt  he'll  soon 
recognize  that  4  or  5  percent  is  peanuts. 


About  the  Authors 
Martin  J.  Meyer  is  president  of  the  Na- 
tional Depositors  Cooperative  Association. 
He  also  serves  as  Vice  President  and  Sec- 
retary of  Intercept  Tele-Communications, 
Inc.,  a  new  international  cable  and  tele- 
graphic interception  and  forwarding  orga- 
nization. Mr.  Meyer  has  written  numerous 
magazine  articles  on  banking,  thrift,  and 
inflation. 

Dr.  Joseph  M.  McDaniel,  Jr.,  recently 
elected  President  of  the  World  Health 
Organization,  was  Secretary  of  the  Ford 
Foundation  from  1953  until  his  retirement 
in  1967  and  Dean  of  the  School  of  Com- 
merce at  Northwestern  University.  His 
distinguished  career  includes  government 
service  with  the  Economic  Cooperative 
Association. 


3.  It  is  based  on  one  simple  fact:  That  most 
depositors  are  completely  passive  about  where  and 
how  they  save  their  money!  They  never  take  the 
one  or  two  hours  that  are  necessary  to  learn  the 
"inside  workings"  of  the  banking  system.  There- 
fore, they  never  even  hear  about  the  "super-sav- 
ings-accounts" that  can  yield  them  far  more  than 
ordinary  interest  on  their  money. 

And,  above  all,  they  have  never  heard  about  the 
simple,  ingenious  techniques  of  "Loophole  Depos- 
iting"! Active,  precisely-timed  deposits  and  with- 
drawals that  take  an  average  of  ten  minutes  of 
your  time  per  month — and  bring  you  back  8%  . . . 
13'/2%  ...even  19%  on  every  dollar,  with  exactly 
the  same  total  safety  that  you  get  on  ordinary 
bank  accounts  today! 

You  Do  Only  What  The  Banks  And  Savings 

And  Loan  Associations  Themselves 

OPENLY  PERMIT.  Except  Now- 

YOU  DO  IT  A  LITTLE  SMARTER! 

At  this  moment,  in  this  entire  country,  out  of 
the  over  one  hundred  million  people  who  have 
savings  accounts,  only  about  forty  thousand  of 
them  use  these  techniques.  They  are  still  brand- 
new — virtually-unknown.  Only  now  has  a  book 
been  published  that  reveals  them  to  every  man 
and  woman  who  is  willing  to  risk  a  60  stamp  to 
learn  them! 

The  time  required  to  read  this  book  from  cover 
to  cover  is  approximately  one  weekend.  Or,  if  you 
wish  to  skip  the  banking  background  at  its  begin- 
ning, it  will  take  you  about  an  hour  or  two  to 
learn  these  "Active  Depositing"  techniques  them- 
selves. And  once  you  learn  them,  from  that  mo- 
ment on,  you  will  be  able  to  exploit  every  legal 
loophole  in  the  entire  banking  system,  including: 

How  to  get  more  than  8%  interest  per  year  as 
an  absolute  minimum,  with  hardly  any  more  work 
than  filling  out  your  deposit"  slip  in  a  different 
way.  And  then  go  from  there  all  the  way  up  to  as 
much  as  19%  to  25%  in  special  situations,  for 
limited  periods! 

How  to  protect  yourself  against  the  possibility 
of  interest  rates  dropping  in  the  future.  So  you're 
guaranteed  the  high  interest  rates  available  to  you 
today,  even  if  tomorrow  your  friends  find  their 
return  on  their  savings  cut  in  half! 

How  to  make  banks  pay  interest  to  you  on 
money  you  don't  really  even  have  on  deposit — on 
non-existent  money — on  money  you  have  already 
spent!  (And  the  bank  loves  you  for  it.  Because, 
no  matter  how  much  you  make,  they  make  more! 
Page  143  shows  you  how.) 

How  your  checking  account  can  be  used  by  you 
to  earn  higher  interest  than  your  present  savings 
account. 

Yes,  how  you  can  even  earn  high  interest  on 
your  credit  card!  So  that  you  are  now  earning  in- 


terest on  other  people's  money — and  spending  it 
at  exactly  the  same  time! 

Special  Warning  Section:  Two  common  mis- 
takes, that  unknowingly  trap  thousands  of  deposi- 
tors every  year,  that  could  completely  destroy 
your  savings! 

And  how  to  defer  income  tax  on  the  interest 
you  get.  Two  plans  that  offer  marvelous  tax-shel- 
tered advantages. 

And — let  us  repeat  once  again — alt  completely 
protected  by  United  States  Government  Insuring 
Agencies!  With  no  service  charges — no  minimum 
balances — no  legal  technicalities!  Ready  to  go  to 
work  right  now  for  the  investor  with  $500— or 
$500,000! 

Prove  Every  Penny  Of  It  Yourself— 
Entirely  At  Our  Risk! 

The  top  money  men  in  this  country — the  very 
banks,  themselves — use  these  techniques!  Why 
shouldn't  you?  All  you  risk  to  learn  them  all  is  a 
60  stamp  with  the  Coupon  below!  Why  not  send 
it  in — and  start  your  savings  earning  double  and 
triple  interest — 8%  to  1S'A%  or  more — TODAY! 

I MAIL  NO  RISK  COUPON  TODAY! 1 

INFORMATION,  INCORPORATED,  Dept.  FB-1 
200  Madison  Ave.,  New  York,  N.Y.  10016 

Gentlemen:  Please  rush  me  a  copy  of 
DONT  BANK  ON  IT!  I  understand  the 
book  is  mine  for  only  $8.98  complete.  In  ad- 
dition, I  understand  that  I  may  examine  this 
book  for  a  full  30  days  entirely  at  your  risk. 
If  at  the  end  of  that  time,  I  am  not  satisfied, 
I  will  simply  return  the  book  to  you  for 
every  cent  of  my  money  back. 

□  Enclosed  is  my  payment. 

□  Please  charge  my  credit  card: 


Signature — 

□  American  Express    □  Bank  Americard 
□  Diners  Club 

Account 

No 


Name 


(Please  print) 
Address 


City 


Slate 


Zip 
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Side  Lines 


Nikki  Frost 


Pix  &  Funds 


Special  issues  or  regular,  getting  the  right  photo- 
graphs and  art  work  is  crucial  to  any  story.  Search- 
ing out  pictures  around  the  globe  is  demanding  un- 
der any  circumstances,  but  Forbes'  Nikki  Frost,  right- 
hand  gal  to  Art  Director  Ed  Wergeles,  had  to  do 
more  than  the  usual  amount  of  stone  upturning  for 
the  current  cover  story  on  billionaire  shipowners. 
Several  are  Greek,  and  the  Greek  Consulate  in  New 
York  would  not  cooperate.  "We  don't  want  to  up- 
set anyone,"  explained  a  press  officer.  Nikki  finally 
located  a  picture  of  rarely  photographed  Costa  Le- 
mos  in  England. 

But  her  favorite  story  concerns  Hong  Kong.  She 
asked  the  Associated  Press  bureau  there  to  help  secure  a  photograph 
of  Chinese  shipowner  C.Y.  Tung  from  any  one  of  several  Asian 
magazines.  The  AP  replied  that  the  magazines  would  not  release 
them  without  Tung's  OK.  When  Tung's  New  York  man  was  asked 
for  approval  the  next  day,  he  had  already  heard  in  detail  from 
Hong  Kong  what  Forbes  was  up  to.  Did  Nikki  get  her  picture?  See 
page  24. 

The  signs  of  summer  at  Forbes  are  that  our  computers  are  humming, 
our  statisticians  are  bleary-eyed,  and  the  first  results  are  starting  to 
roll  in  on  our  15th  annual  mutual  fund  survey,  which  will  appear  in 
our  next  (Aug.  15)  issue.  The  figures  themselves  are  still  too  scrappy 
for  us  to  pass  along  any  advance  tidbits.  But  they  have  already  set  us 
to  musing  over  what  a  strange  game  investing  is,  in  mutual  funds  as 
well  as  elsewhere. 

For  example,  how  do  investors  pick  the  funds  they  end  up  buying? 
While  no  one  knows  for  sure,  we  do  feel  that  the  answer  varies  from 
time  to  time.  For  decades,  fund  investors  were  assumed  to  be  buying 
a  "cross  section  of  American  industry."  But  for  some  years  now,  until 
the  end  of  the  hectic  bull  market  of  the  late  1960s,  they  seemed  to 
be  attracted  most  by  so-called  performance.  That  is,  they  increasing- 
ly preferred  funds  showing  the  sharpest  yearly,  monthly  or  even  week- 
ly gains  in  per-share  assets,  even  if  achieved  by  using  letter  stock 
and  such  corner-cutting  devices. 

This,  of  course,  proved  a  sad  mistake.  But  many  of  the  people  who 
still  hold  the  shares  of  the  go-go  funds  may  be  making  an  equivalent 
one.  As  we  said  in  the  mutual  fund  column  of  our  last  issue  ("It's 
Catching,"  p.  71),  many  people  may  be  holding  their  shares  waiting  for 
a  comeback  to  let  them  get  out  without  a  loss.  But  many  of  the  go-go 
funds  have  had  to  dispose  of  their  more  salable  assets  to  cover  redemp- 
tions; and  it  is  unlikely  that  the  now-deflated  stocks  left  in  their  port- 
folios will  be  speculative  favorites  in  any  recovery.  In  fact,  the  next  mar- 
ket boom  will  undoubtedly  develop  a  brand-new  crop  of  go-go  funds. 

This  makes  it  all  the  more  imperative  for  mutual  fund  investors  to 
study  Forbes'  fund  survey,  with  its  built-in  emphasis  on  consistency  of 
performance  in  both  up  and  down  markets.  The  figures  in  the  survey 
won't  tell  you  everything  that's  important  to  know  about  a  fund— such 
as,  for  example,  the  specific  stocks  in  its  portfolio.  But  its  longer  range 
view  of  performance  in  different  kinds  of  markets  will  tell  a  great  deal 
about  the  quality  of  each  fund's  management  and  the  investments 
it  makes.   ■ 


Our 
import-export 

expert: 
New  Orleans. 


The  Port  of  New  Orleans 

is  the  second  port  in 
the  nation  and  among  the 
top  five  in  the  world  in  dollar 
value  of  foreign  commerce 
and  tonnage  of  total 
waterborne  commerce. 
The  towering  International 
Trade  Mart,  New  Orleans, 
oversees  more  than 
5,000  overseas  ships 
which  call  at  the  port 
every  year.  In  addition 
to  the  United  Kingdom, 
leading  foreign  nation 
customers  include  Japan, 
the  Netherlands  and 
West  Germany.  And  the 
principal  trade  areas  are 
Europe,  Latin  America 
and  the  Far  East.  Find 
out  more  about  the 
changing  Middle  South- 
Arkansas,  Louisiana  and 
Mississippi.  Get  a  full 
port  report.  Write: 
Middle  South,  Box  61000, 
New  Orleans,  La.  70160 


MIDDLE    SOUTH 

UTILITIES     SYSTEM 


<m 


ARKANSAS  POWER  &  LIGHT  COMPANY 
LOUISIANA  POWER  &  LIGHT  COMPANY 
MISSISSIPPI  POWER  &  LIGHT  COMPANY 
NEW    ORLEANS    PUBLIC    SERVICE    INC. 
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Trends 

&  Tangents 


FOREIGN 


What's  in  a  Name? 

One  of  the  oldest  names  in 
the  automobile  industry,  Rootes 
(founded  in  1927),  is  disappearing 
as  fast  as  the  sign  painters  can  ob- 
literate it.  Chrysler  Corp.,  which 
now  owns  the  British  company 
(makers  of  the  Avenger,  Hillman 
Imp.,  Alpine,  Rapier,  etc.),  has  de- 
cided to  call  it  Chrysler  UK.  The 
change  involves  not  only  painting 
new  signs  but  also  printing  new 
stationery  and  stock  certificates,  is- 
suing new  warrants,  and  putting 
new  number  tags  on  all  cars. 
Chrysler  is  doing  the  same  thing  in 
Spain  to  Barreiros,  which  it  also 
owns;  and  in  France  the  name  of  a 
third  Chrysler  subsidiary,  Simca,  is 
expected  soon  to  follow  Rootes  and 
likewise  slated  for  oblivion. 

Where  There's  Smoke 

Americans  are  not  alone  in  com- 
plaining that  "nothing  works  any- 
more." The  British  Consumers' Asso- 
ciation has  just  completed  a  survey 
of  1,451  of  its  members  who  own 
color  television  sets.  In  the  past  12 
months,  90%  of  the  sets  broke  down 
at  least  once;  20%  broke  down  five 
times  or  more.  One  in  every  19  of 
the  owners  found  smoke  coming 
from  his  set;  one  in  40  reported  an 
explosion.  Despite  this,  the  associa- 
tion reported,  "members  with  color 
sets  said  they  were  definitely  worth 
the  extra  cost." 


V 


BUSINESS 


Bargain  Rates 

The  falling  stock  market  isn't  the 
only  factor  that  has  caused  execu- 
tive unhappiness  with  stock  option 
plans.  So  have  the  high  interest 
rates  that  executives  must  pay  to 
borrow  money  to  buy  their  option 
stock.  While  corporations  can't  do 
much  about  the  drop  in  their  stock 
prices,  they  are  doing  something 
about  the  high  interest  rates.  Some. 
such  as  Union  Carbide,  ITT  and 
Lykes-Youngstown,  arc  granting  ex- 
ecutives low-interest  loans,  say.  at 
1%,  to  enable  them  to  exercise  their 
options.  Pearl  Meyer,  a  consultant 
with  Handy  Associates,  estimates 
that  in  1968  only  158  of  the  top 
500  companies  had  such  loan  pro- 


grams. She  predicts  that  by  the  end 
of  1970  some  30?  may  have  them. 

Put  Asunder? 

Time  heals  all  wounds,  appar- 
ently even  those  inflicted  by  the 
trustbusters.  The  34  separate  com- 
panies divorced  from  the  Standard 
Oil  Co.  in  1911  have  merged,  ac- 
quired and  consolidated  back  into 
.14  entities.  Some  of  today's  larger 
fragments  include  Mobil  Oil,  Atlan- 
tic Richfield  and,  of  course,  the  Stan- 
dard Oil  companies  of  New  Jersey , 
California,  Indiana  and  Ohio  (now 
a  British  affiliate).  Yet  the  largest 
survivor— Jersey  Standard— is  one  of 
the  few  that  have  not  acquired  any 
of  the  original  34. 

Voice  It 

Marshall  MeLuhan  will  have  a 
ball  with  this  one:  the  talking  let- 
ter. Actually,  it's  a  cassette  record- 
ing sent  through  the  mail  in  a  re- 
usable plastic  "envelope."  Over  20 
million  Americans  now  have  cas- 
sette player-recorders,  and  the  num- 
ber is  growing  rapidly.  The  cassette 
makers  see  servicemen  abroad  as 
potentially  their  largest  market.  A 
good  player-recorder  can  be  pur- 
chased in  a  military  PX  for  as  little 
as  S20,  and  servicemen  in  Vietnam 
(Continued  on  page  57) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  □  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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READERS  SAY 


No  Speculator  He 

Sir:  Whoever  wrote  "Like  Moths  to 
Flame"  (  Fohbes,  July  1  ).  conveys  only  a 
very  limited  aspect  of  philately  and  does 
our  avocation  a  distinct  disservice.  While 
it  is  true  that  the  British  Guiana  was 
purchased  by  the  head  of  a  syndicate 
who  openly  stated  that  it  was  for  "invest- 
ment," most  of  the  great  classic  rarities 
being  offered  annually  are  sold  to  con- 
noisseurs  who  lo\e  and  want  them  for 
their  albums.  The  fact  that  they  pay  so 
much  more  today  than  did  previous  own- 
ers is  due  not  so  much  to  speculation  as 
to  inflation.  Because  a  few— relatively  ex- 
tremely few— highly  publicized  stamps 
are  being  bought  by  uninformed  or  ill- 
advised  speculators,  it  is  completely  in- 
accurate to  infer  that  the  stamp  trade  is 
similar  to  either  the  recent  coin  boom  or 
tulipomania.  Stamp  collecting  is  at  an  all- 
time  high  in  popularity  throughout  the 
world,  which  means  that  competition  for 
the  classics  is  keen  and  spirited. 

—Ernest  A.  Kehh 

Executive  Chairman, 

Philatelic  Press  Club 

New  York.  NY. 

A  Job  Well  Done 

Sir:   As  the  vice   president  of  a   new 

venture  whose  chief  responsibility  was  to 
raise  capital  in  a  60-day  period  during 
which  time  the  Dow  dropped  over  205?, 
I  can  well  appreciate  the  plight  of  the 
young  entrepreneur.  Although  times  like 
these  enhance  working  tor  a  large  corpo- 
ration, there  is  nothing  to  compare  witli 
the  feeling  one  has  when  a  new  venture 
finally  becomes  operational. 

—Gerald  L.  Benowttz 
Vice  President, 

Mary  PoppinS  Childcare  Services 

Atlanta.  Ga. 

The  Deadly  Parallel 

Sir:  Running  Charles  Rolo's  column 
and  Myron  Simons'  column  on  facing 
pages  (  Forbes,  June  15)  provided  an  ex- 
cellent example  of  the  old  "deadly  par- 
allel." On  the  left  side  we  read:  "Don't 
assume  the  conventional  blue  chips  will 
be  the  best  vehicles  to  ride  for  the  years 
ahead.  .  .  ."  and  on  the  right  side:  "What 
kind  of  stocks  can  be  expected  to  per- 
form best  in  a  market  recovery?  .  .  .  First 
come  the  blue  chips."  And  now  the  tra- 
ditional editor's  response  can  be  either: 
1  )  "Well,  of  course,  in  a  sense  they  are 
both  right.  It  is  a  matter  of  interpreta- 
tion, etc."  or  2)  "This  illustrates  that  our 
columnists  are  completely  free  to  write 
.  .  ."  and  3 )  "...  we  strive  to  present  a 
diversity  of  opinion  .  .  ."  instead  of— 
"Sure  wish  I  knew  what's  really  going  to 
happen." 

-Col.  W.R.  Pershall,  USA  (Ret.) 
Atlanta,  Ga. 

Reader  Pershall  has  given  in  exam- 
ple 2  exactly  the  answer  we  would  have 
given— since  it  is  accurate.  However,  we 


certainly  wish  we  really  did  know  what 
is  going  to  happen— Ed. 

Once  in  a  Hundred  Years 

Sir:  Based  on  your  criteria,  we  may 
have  been  a  little  premature;  but  we  cer- 
tainly agree  this  was  a  stock  market 
"crash"  ( Side  Lines,  July  1).  In  fact,  we 
decided  to  so  characterize  it  almost  a 
year  ago  when  bond  yields  skyrocketed. 
For  the  first  time  since  the  days  of  Abe 
Lincoln  savers  are  getting  more  than 
their  share,  and  borrowers  are  getting 
less.  I  guess  it  is  only  fair  that  this  should 
happen  once  every  hundred  years. 

—Perry  F.  Wysong 
Ft.  Lauderdale,  Fla. 

A  Soldier's  View 

Sir:  I  understand  and  appreciate  your 
many  views  on  youth,  Vietnam,  Cambo- 
dia, etc.,  but  I  think  you  are  making  one 
major  error  in  not  giving  tribute  to  the 
great  American  soldier  that  has  been 
here.  I  would  hope  that  some  publica- 
tion would  see  fit  to  again  write  a  story 
on  the  real  soldier  that  is  here— no  mari- 
juana, black  market,  club  shakedowns, 
atrocities— but  a  story  on  the  real  gutsy, 
hard  charging,  proud  individual  who  is 
our  average  infantryman  today. 

—Col.  Elmer  D.  Pendleton  Jr. 
Vietnam 

Moose  Skinner's  Blues 

Sir:  I  am  an  engineer  on  the  Alaska 
Railroad  and  I  have  never  seen  nor 
heard  of  a  train  stopping  to  skin  a  moose 
(  Forbes,  July  I  />.  17).  Almost  all  moose 
hit  by  a  train  are  usually  hit  in  the  mid- 
dle of  winter  when  the  snow  is  deepest. 
When  we  do  hit  a  moose,  we  notify  the 
dispatcher  via  microwave  radio,  who  in 
turn  notifies  the  nearest  section  crew, 
which  butchers  the  moose  and  loads  it  in 
box  cars  for  shipment  to  local  charities. 

—Robert  Loerzel 
Anchorage,  Alaska 

Who's  That  Lady  ...? 

Sir:  Re  the  female  in  miniskirt  on  page 
98  of  Forres'  June  15  issue.  Creatures 
like  that  will  never  pass  out  of  fashion. 
Will  you  accept  an  order  for  one  now? 
Could  we  see  more  of  the  young  lady? 

— M. Schugar 
Detroit,  Mich. 


Reader  Schugar  wasn't  the  only  one  to 
place  an  order;  surprisingly  few  recog- 
nized actress  Britt  Ekland—Eu. 


The 
"Now" 
Phone 


The  xNow'  Phone. 

The  mobile  telephone  that 
allows  you.. .your  sales- 
men...your  delivery  vehi- 
cles to:  stay  in  touch  with 
clients  as  well  as  the 
office. ..confirm  appoint- 
ments en  route.. .change 
schedules  and  routings 
without  backtracking... 
dictate  reports  and  mem- 
oranda...coordinate  pickups 
and  deliveries  -  right  now, 
when  it  counts. 

The  xNow'  Phone. 

The  mobile  telephone 
that  features:  compact 
power  package.. .full  11 
channels.. .negligible 
power  drain. ..no  wrong 
numbers.. .incoming  call 
signal  light.. .one  year 
guarantee.. .and,  no  oblig- 
atory service  contract. 
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Packard  was  a 
big  name  in  business  theyear 
we  were  founded. 


When  we  started  out  in  1920 
there  were  a  lot  of  companies  around 
that  are  only  memories  now.  And 
some  that  were  around  then  still  are 
today,  but  they're  far  down  the  list  of 
leading  U.S.  companies. 

Top  companies  today  have  one 
thing  in  common :  they  know  how  to 
adjust- how  to  adjust  to  changing 
needs,  changing  competition 
and  changing  business  conditions. 

We're  one  of  them. 

Growth  and  profits 

In  the  period  1960  through  1969 


our  sales  and  revenues  increased 
from  $811  million  to  $5.5  billion.  For 
the  same  period,  income  (before 
extraordinary  items)  rose  from  $30.6 
million  to$234million-and 
earnings  per  common  share,  from 
98  cents  to  $2.90. 

It  takes  profitable  businesses  like 
ours  to  supply  the  money  necessary- 
through  taxes,  employment  and 
investment-to  generate  change  for 
the  better.  Especially  changes  that 
are  Government  sponsored  like  low- 
cost  public  housing  and  the  war  on 
pollution. 


From  drug  control  to  MESBIC 

We  are  putting  other  of  our  profit 
dollars  directly  against  other  pressing 
problems. 

For  example-we're  funding  a  series 
of  drug  seminars,  conducted  in 
selected  communities  by  the  Institute 
for  the  Advancement  of  Criminal 
Justice,  that  are  designed  to  tell  how 
to  cope  with  the  drug  threat.  And 
we're  sponsoring  a  Minority  Enterprise 
Small  Business  Investment 
Corporation  (MESBIC),  in  cooperation 
with  the  Commerce  Department's 
Office  of  Minority  Business  Enterprise, 
to  providequalified  minority 
businessmen  with  venture  capital  and 
modern  management  acumen. 

ITT  and  you 

As  we  continue  to  grow,  our  skills 
and  resources  create  stepped-up 
competition  in  the  fields  we  enter. 
More  competition  means  more 
efficient  use  of  money,  manpower 
and  material.  And  that  means 
better  products  and  services  for  you. 

We're  sorry  that  some  of  the  great 
names  in  business  from  ouroriginal 
era  are  not  around  today  or  not  doing 
so  well  as  they  were.  But  we'll  always 
be  grateful  for  what  they  taught  us: 
that  staying  on  top  takes  a  lot  of  doing 
-and  that  survival,  especially  today, 
demands  application  of  advanced 
technology  and  modern  management 
techniques. 

International  Telephone 
and  Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022. 

We've  spent  the  last  fifty  years 
getting  ready  for  the  next. 


Fiftieth 

Anniversary 

1970 
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SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


DO  IT  NOW 

Whatever  it  is  you  have  wanted  to  do  and  want  to  do,  None  of  us  lives  or  will  live  as  long  as  we  suppose 

do  it  now.  we  will. 

While— and  if-you  still  can.  So-Do  it  now. 


UP  IS  DOWN 


In  the  fight  to  curb  inflation  every  shred  of  bad  busi- 
ness news  is  happily  hailed  as  a  sign  of  some  success. 

We  all  knew  the  rate  of  inflation  was  getting  out  of  hand. 

We  all  knew  the  cure  would  hurt. 

But  now  that  the  hurt  is  actually  here,  enthusiasm  for 
the  medication  is  diminishing.  There  are  a  few  voices  now 


crying  out  that  one  can  avoid  the  pain  and  avoid  the  hang- 
over by  just  staying  high  forever. 

Fortunately,  sense  still  prevails.  A  little  pain  now  to 
avoid  killing  pain  later. 

But  it  may  not  be  too  long  in  the  future  before  good 
business  news  is  once  again  considered  good  news. 


HAPPY 

Building  better  mousetraps  has  generally  been  regarded 
as  the  sure  road  to  business  success.  Holiday  Inns  proves 
the  axiom  anew. 

It's  been  fun  and  faith-renewing  to  watch  in  recent 
years  the  bounding  successes  of  this  Memphis-born  na- 
tional—now international— innkeeping  giant.  Kemmons  Wil- 
son has  done  to  motel  beddingdown  what  Howard  Johnson 


HOLIDAY! 

did  for  roadside  eating  and  ice  cream. 

It's  funny,  isn't  it,  how  often  we  forget  the  appeal  of 
courtesy,  cleanliness  and  comfort  in  the  services  serving 
leisure-time  relaxing  as  well  as  business-connected  meet- 
ings and  travel. 

Holiday  Inns  have  proven  there  is  great  profitability  in 
the  honest,  intensive  application  of  old  axioms. 


LET'S  GET 

I  hope  a  start  at  getting  some  oil  out  of  the  enormous 
Alaska  field  isn't  indefinitely  mired  in  a  bureaucratic  morass 
as  a  result  of  our  national  concern  for  the  ecology.  This 
concern  must  not  be  so  misguided,  misdirected,  misused 
that  it  serves  to  stop  economic  growth,  to  bankrupt  com- 
panies, to  stifle  new  developments,  new  jobs,  new  horizons. 

In  fighting  new  pollution  and  stemming  present  pollu- 
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ON  WITH  IT 

tion,  exciting,  sometimes  costly  means  and  methods  exist 
and  others  will  evolve.  But  blanket  legislative  naysaying  to 
expanding  power  and  energy  sources  is  stupid,  self-de- 
feating. 

With  availability  of  Arab  oil  constantly  more  uncertain 
for  the  Free  World,  let  the  relevant  Powers  in  Washington 
get  busy  on  the  best  way  to  get  at  and  get  out  Alaskan  oil. 
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QUOTES 


From  the  Rich  File 


Rich  companies-owning  Texan,  John  MacArthur,  on 
whether  he'll  go  public:  "What  would  I  do  with  the 
money,  roll  in  it?"  Same  man,  different  subject:  "If  ev- 
erybody goes  to  college,  who's  going  to  run  the  vacuum 
cleaners?  Anyhow,  I  never  went  to  high  school  myself." 

That  fabulous  achiever,  enormously  wealthy  Charles 
Engelhard,  who  among  infinite  other  things  owns  one  of 
the  largest  and  most  successful  racing  stables  in  the  world, 
when  asked  about  the  impact  of  inflation:  "The  way  I  live, 
I  really  don't  notice  it." 

On  Advertising 

Philip  Dougherty,  the  Boswell  of  advertising,  reported: 
"Asked  why  a  nude  was  necessary  in  an  airline  -ad,  a 
spokesman  for  BWIA  replied:  'We  figured  it  would  stop 
the  average  commuter.'  So  would  a  dum  dum  bullet." 

On  the  Generation  Cap 

Tom  Wolfe,  who  is  to  today's  young  what  Boswell  was 
to  Johnson,  mentioning  the  inability  of  some  of  us  to 
bring  his  sympathetic  understanding  to  the  new  genera- 
tion: "I  think  the  whole  world  must  be  blind  not  to  see 
what  I  see." 

Speaking  about  what  the  young  are  trying  to  say  to  the 
Generation-in-Charge,  Tom  Wicker  writes  in  the  New  York 
Times:  "We  are  challenged,  not  to  protect  our  ideals  and 
society,  but  to  realize  them." 


From  the  Definitions  File 

There  are  derogatory  designations  for  all  groups  and 
groupings.  One  oft  used  is  Wasp,  dictionary-defined  as  "A 
white  Anglo  Saxon  Protestant."  Observes  author  John  Leg- 
gett,  "A  Wasp  conceives  of  himself  as  an  individual,  not  as 
a  Wasp.  Waspness  is  an  exterior  concept,  existing  in  the 
eye  of  the  beholder  rather  than  the  beheld.  As  a  self- 
image  it  is  amorphous:  The  Wasp  is  the  farmer,  the  clerk, 
the  waitress,  the  machinist,  the  schoolteacher— strangers,  all, 
to  privilege." 

From  our  Mortal  Whimsy  File 

Then  there  was  the  hypochondriac  who  could  generate 
no  sympathy  while  alive  but  had  the  last  word  by  inscrib- 
ing on  his  tombstone:  "I  told  you  I  was  sick." 

From  the  Political  Truth  File 

Queen  Elizabeth's  Prince  Philip,  when  not  Consorting 
officially  unveils  new  monumental  objects,  dedicates  what 
he  has  to  and  cuts  ribbons  and  people  who  need  it.  Not 
long  ago  he  officiated  at  the  opening  of  a  city  hall  annex 
in  Vancouver  with  this  pronunciamento:  "It  gives  me  great 
pleasure  to  declare  this  thing  open— whatever  it  is." 

From  our  Sharp  Tongue  File 

The  heroine  of  Robin  Cook's  Private  Parts  in  Public 
Places  says  of  older  men  making  passes  at  lassies:  "It's  al- 
ways the  same  horrible  crude  approach,  like  an  eight- 
engine  bomber  trying  to  land  in  a  backyard." 


THIS  IS  PROGRESS? 


Now  that  it's  warm  and  balmy  (spelled  bomby  in  some 
circles),  we  all  tend  to  thirst  more. 

In  that  connection,  sometimes  my  thoughts  turn  to  milk 
shakes.  Usually,  only  my  thoughts. 

Because  a  good  milk  shake  is  hard  to  find  these  days. 

Remember  when   they  used   to   be  made   by   putting 


scoops  of  real  ice  cream  into  the  container  along  with  real 
milk  and  real  syrup?  Not  any  more.  In  most  places  they 
just  turn  a  faucet  and  out  comes  some  icy  thick  slurp  that 
bears  no  resemblance  to  the  real  McCoy. 

This  is  just  another  example,  like  strawberry  shortcake, 
where  old-fashioned  is  better.  Much  better. 


WHO  GETS  THE  BEST? 

Those  who  don't  have  to  worry  about  the  price— 
Or  those  who  do? 

LEGAL  PROS 

Legalese  is  a  language  all  by  itself;  often  about  as  un-  portant  company  made  this  wry  observation:  "If  you  had 

derstandable  as  Senegalese  to  non-Senegalese.  lawyers  write,    'The  Sex  Life  of  Brigitte  Bardot,'  no  one 

Apropos  of  this,  the  other  day  the  alert  head  of  an  im-  would  be  able  to  read  it." 
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—Malcolm  S.  Forbes, 

Editor-in-Chief 


$ 


In  the  last  few  months, 
we've  discovered  that  working  together  works. 


Once  upon  a  time  there  were 
two  paper  companies.  Great  North- 
ern and  Nekoosa  Edwards. 

Then  we  decided  to  get 
together. 

We  knew  that  together  we'd 
be  a  lot  stronger.  A  lot  better 
equipped  to  compete  against  the 
giants  of  our  industry. 

And  we're  happy  to  report 
that  being  together  is  working. 

Now  as  Great  Northern 
Nekoosa,  we're  a  broader-based 
company. 

We're  not  only  the  country's 


leading  independent  producer  of 
newsprint  and  containerboard. 

We're  also  the  leading  pro- 
ducer of  papers  for  computers.  And 
a  major  manufacturer  of  copier 
paper  and  special  grades  for  the 
printing  and  publishing  industries. 

We're  in  more  markets.  If  one 
of  them  is  down,  we  have  others 
to  lift  us  up. 

Our  eight  mills  are  now  lo- 
cated in  five  states:  Maine,  New 
York,  Georgia,  Arkansas  and  Wis- 
consin. 

We're  even  starting  to  cash  in 
on  each  other's  talents.  Our  re- 
search people  are  getting  together. 

So  are  our  marketing  and  pro- 
duction people. 


The  more  we  work  together, 
the  smaller  the  giants  seem  to 
become. 

If  you'd  like  to  find  out  more 
about  us,  write  to  Peter  Paine, 
Chairman  of  the  Board,  Great 
Northern  Nekoosa,  522  Fifth  Ave- 
nue, New  York,  New  York  10036. 

GREAT 

NORTHERN 

NEKQDSA 

CORPORATION 
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THE  RADIAL  REVOLUTION.  We  have 
to  own  up.  We  started  it. 

Way  back  in  1948. 

Do  you  recall?  It  was  the  year  we 
introduced  the  Michelin-X  Radial  Tire 

What  have  we  been  doing  since  that 
revolution  in  1948? 

Testing  and  perfecting,  of  course. 
You  can't  start  something  revolution- 
ary like  this  unless  you're  prepared  to 
make  it  work  better  and  better. 

Now  the  Michelin-X  tire  stands  out 
as  the  pace-setter,  the  steel  radial 
tire  the  others  have  to  measure  them- 
selves against. 


What  does  this  mean  to  you  in  plain 
simple  facts? 

The  Michelin-X  Steel  Radial  tire  is 
first  of  all  built  for  today's  hi-speed 
turnpike  driving.  Its  revolutionary  radial 
construction  combined  with  the  unique 
steel  safety  belt  beneath  the  tread  vir- 
tually eliminates  dangerous  heat  blow- 
outs and  punctures. 

Michelins  grip  the  road  better  no 
matter  what  the  speed  or  condition  of 
the  surface. 

We  guarantee  in  writing  at  least 
40,000  miles  on  our  Michelin-X  treads. 
Four  to  one  as  compared  to  most 


"ordinaries"  is  not  unusual. 

We're  proud  we  can  make  such  a 
guarantee.  We're  proud  of  our  world 
leadership  in  new  tire  improvements. 

And  we're  even  happy  to  say  it . . . 

We're  proud  we  start  revolutions. 

WRITE  OR  CALL  COLLECT  FOR 
COMPLETE  DETAILS 
ON    OUR    REVOLU- 
TIONARY MICHELIN-X 
RADIAL  TIRES. 

Now  original  equip- 
ment on  the  Lincoln 
Continental  Mark  ill. 


WORLD  LUDEBSHIP 
IN  TIM  INNOVATION 


•'Mlchelln  guarantee  covers  40.000  mile  tread  life,  delects  In  workmanship  and  materials  and  normal  road  hazards  (excluding  repairable  punctures),  la  limited  to  free  repair,  or  credit  or  refund  equal  to  original  purchase 
price  multiplied  by  percentage  of  guaranteed  mileage  not  run  (at  Mlchelln's  option),  and  Is  conditioned  upon  use  with  "Alrstup"  tubes  (where  applicable)  and  non-commercial  use  on  passenger  car  or  station  wagon." 


2500  MARCUS  AVE.,  LAKE  SUCCESS,  NEW  YORK  11040  •  516-488-3500 
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Out  of  Control? 

A  good  many  people  are  saying:  Don't  worry,  increased  pro- 
ductivity will  take  care  of  those  big  wage  increases.  But  will  it? 


Conventional  wisdom,  as  preached 
by  the  Nixon  Administration  and  by 
main  economists,  says:  Don't  worry 
too  much  about  the  big  wage  boosts; 
U.S.  industry  is  working  at  only  78% 
or  less  of  capacity;  fuller  utilization  of 
plant  capacity  and  closer  reins  on 
costs  will  enable  industry  to  absorb 
the  wage  boosts  and  make  reasonable 
profits  without  raising  prices. 

Conventional  wisdom  may  be  right. 
But  an  increasing  number  of  smart 
businessmen  suspect  it  may  be  wrong. 
Optimists  say  recent  wage  settlements 
arc  the  crest  of  the  inflationary  wave, 
which  will  now  recede.  The  pessimists 
think  the  recent  settlements  may  be 
institutionalizing  inflation. 

As  a  case  in  point,  the  Goodyear 
Tire  &  Rubber  Co.  settled  with  the 
United  Rubber  Workers  this  summer 
tor  a  24't  wage  and  benefits  hike  over 
three  years.  The  settlement,  valued  at 
a  record  $150  million,  holds  out  no 
promise  of  increased  productivity. 
Goodyear  announced  it  was  boosting 
tire  prices  by  up  to  6%,  even  before  the 
shouts  of  rubber  workers  ending  a 
seven-week  strike  had  died  out. 

Note  this:  The  6%  price  boost  is 
meant  to  cover  only  the  first  stage  of 
the  three-year  wage  boost.  The  in- 
creases due  next  year  and  again  in 
1972  almost  certainly  mean  more 
price  hikes.  Far  from  slowing  infla- 
tion, these  three-year  contracts  seem 
to  be  building  it  into  the  economy. 
And  they  set  a  pattern  that  manage- 
ments will  be  hard  pressed  to  resist  in 
future  contract  bargaining. 

In  a  sense,  it  is  hard  to  fault  labor 
for  wanting  more.  Certain  unions  have 
taken  full  advantage  of  a  monopoly 
position  to  push  wages  to  outrageous 
heights.  For  example,  sheet-metal 
workers  in  the  Los  Angeles  area,  after 
only  a  one-week  strike,  last  month  got 
a  wage  boost  that  will  bring  weekly 


wages  to  $438  by  1972.  As  a  result  of 
the  revolt  of  the  Chicago  Teamsters, 
truck  drivers  will  get  a  pay  boost  of 
16%  this  year  and  will  be  making 
$5.85  an  hour  by  1973-a  gain  of  46% 
over  39  months. 

Under  the  circumstances,  it's  hard- 
ly surprising  that  the  United  Auto 
Workers  doesn't  think  its  current  av- 
erage hourly  wage  of  $4.03  is  high 
enough.  "They  got  theirs;  we  want 
ours"  is  the  attitude  and  it's  getting 
more  widespread  every  day.  An  offi- 
cial of  the  Union  of  Electrical  Work- 
ers says:  "There's  a  rebellion  on  this 
question  of  wages.  The  'catch-up'  thing 
is  getting  worse."  In  this  case,  the 
catching-up  doesn't  have  to  do  with 
relative  wages;  the  average  electrician 
now  makes  $6.21  an  hour. 

There  are  two  kinds  of  catching- 
up:  with  other  wages  and  with  the 
cost  of  living.  Both  forms  of  catch-up 
are  particularly  virulent  right  now. 

The  Bureau  of  Labor  Statistics  says 
wage  settlements  are  the  highest  since 
they  began  to  keep  records  back  in 
1913.  Pacts  are  running  at  an  annual 
rate  of  8.6%,  which  is  above  last  year's 
big  average  of  8.2%.  And  the  contracts 
of  twice  as  many  workers— some  5  mil- 
lion—are due  for  renewal  this  year  as 
compared  with  1969.  Another  5  mil- 
lion are  set  to  get  deferred  increases 
averaging  24  cents  an  hour,  or  5.7%, 
nearly  twice  the  1967  level. 

The  catch-up  game  is  understand- 
able, especially  since  U.S.  wages  have 
marched  ahead  20%  since  1965,  but 
earnings  measured  in  true  purchasing 
power  have  remained  nearly  static. 
But  the  catch-up  game  is  self-defeat- 
ing. For  a  while  at  least,  higher  wages 
may  buy  more  for  the  wage-earner  at 
the  expense  of  corporate  profits  and 
reinvestment.  But  when  prices  rise,  the 
wage  gains  vanish.  The  fact  is  that 
business  has  only  limited  ability  to  pay 


New  Leverage.  Union  members  are 
finding  they  can  walk  our  and  get 
more  than  their  leaders  bargained  for. 
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higher  wages  at  the  expense  of  profits. 
Therefore,  it's  hard  to  see  that  record 
wages  increases  can  do  other  than 
make  inflation  chronic.  "Every  day 
that  goes  by  with  these  big  three-year 
contracts,"  says  economist  Eliot  Jane- 
way,  "freezes  these  pressures  forward 
for  another  three  years." 

Yale  Brozen,  professor  of  economics 
at  the  University  of  Chicago  points 
out:  "Everybody  behaves  as  if  the 
profits  of  more  than  a  year  before  are 
the  determining  factor  in  their  bar- 
gaining, not  those  of  the  most  recent 
three  or  four  quarters."  Even  if  wage 
increases  are  kept  to  a  7%  rate  this 
year,  Brozen  can't  see  how  a  decline 
of  more  than  15%  in  pretax  corporate 
profits  can  be  avoided.  In  short,  the 
current  dip  in  profits  has  hardly  mod- 
erated wage  demands  at  all. 

Former  Labor  Secretary  George  P. 
Shultz,  in  an  interview  with  Forbes 
just  before  he  took  over  the  new  Of- 
fice of  Management  and  Budget  last 
month,  argued  that  businessmen  ought 
to  fight  harder.  "When  you  cool  off 
the  economy,"  Shultz  says,  "profits  get 
squeezed,  and  that  sends  management 
to  the  bargaining  table  with  more 
backbone  than  it  would  otherwise 
have.  Of  course,  you  get  some  tensions 
and  strikes.  But  there  are  worse  things 
than  strikes,"  he  says. 

Many  businessmen  are  not  so  sure. 
Could  Chrysler  with  its  debt  load  take 
a  prolonged  autoworkers  strike  this 
year?  "Shultz  is  saying,  'You  and  him 
go  fight  while  I  turn  my  back,' "  re- 
torts a  top  manufacturing  official. 

Shultz  feels  that  the  free  play  of 
the  marketplace,  where  unemploy- 
ment is  rising  as  the  economy  cools, 
naturally  will  tumble  the  wage-price 
spiral.  Earl  R.  Bramblett,  General 
Motors  Corp.'s  new  vice  president  for 
personnel,  sees  such  a  view  as  simplis- 
tic: "You've  got  a  floor  under  wages 
in  the  mass-production  industries.  This 
idea  of  the  open  competitive  market- 
place is  very  severely  limited  by  bind- 
ing wage  agreements.  Have  you  seen 
anybody  cut  wages  recently?" 

Only  Way  Out? 

About  the  only  remedy  most  every- 
one agrees  might  allay  the  frantic 
wage-price  spiral,  or  what  labor  calls 
the  price-wage  spiral,  is  increasing 
the  country's  rate  of  productivity.  Pro- 
ductivity had  been  expanding  at  a  3% 
rate  in  the  U.S.,  but  in  the  past  nine 
months  it  has  been  stagnant. 

Again,  conventional  wisdom  has  an 
answer,  that  the  current  economic 
slowdown  and  the  attendant  jobless- 
ness will  in  themselves  raise  produc- 
tivity; people  will  value  their  jobs 
more  highly  and  work  harder.  Em- 
ployers will  fight  harder  for  efficiency. 

Is  it  that  simple?  Some  of  the  things 


that  have  cut  into  productivity  defy 
conventional  economic  analysis  and 
seem  rather  to  be  rooted  deep  in  pres- 
ent-day psychology  and  sociology. 

Absenteeism,  a  growing  problem, 
has  doubled  in  some  industries  within 
the  past  five  years.  Some  manufac- 
turers are  worried  about  growing  vio- 
lence within  plant  walls.  Young  work- 
ers who  have  no  memory  of  hard 
times  tend  to  demand  big  pay  pacts  in 
lieu  of  fringes,  whether  output  is  go- 
ing up  or  down;  they  couldn't  care 
less  whether  their  employer  makes  a 
profit  or  not.  Veteran  labor  leaders 
have  less  control  over  their  members. 
Rebellious  unions  are  rejecting  con- 
tracts, sometimes  generous  ones,  this 
year  at  a  record  rate  of  one  in  eight. 

In  part,  it's  a  matter  of  psychology. 
Once  a  man  considers  a  job  to  be  his 
God-given  right,  he  becomes  more 
concerned  with  what  his  job  can  do 
for  him  than  what  he  can  do  for  the 
job.  In  part,  too,  it's  a  matter  of  ele- 
mentary fairness.  Construction  work- 
ers make  $20,000  a  year  and  up.  Can 
any  reasonable  man  argue  that  the 
New  York  hospital  workers  are  over- 
paid by  comparison  at  an  average  of 
$132  a  week— even  though  it  took  a 
15%  raise  to  get  them  there? 

This  catch-up  trend  is  particularly 
strong  in  growing  sectors  of  the  econ- 
omy where  traditional  measures  of 
productivity  simply  do  not  apply;  hos- 
pitals are  an  example.  Another  is  gov- 
ernment, the  biggest  single  employer 
in  the  U.S.  Government  employees 
traditionally  have  been  overlooked 
in  analyzing  labor  and  inflationary 
trends.  This  is  changing  swiftly.  Near- 
ly half— some  1.3  million— federal  pub- 


he  service  employees  are  now  organ- 
ized. And  most  are  further  back  in  the 
wage  catch-up  line  than  their  col- 
leagues in  the  private  sector. 

Government  unions  do  not  usually 
have  the  right  to  strike.  And  while 
some,  like  New  York  City's  teachers, 
have  undergone  painful  illegal  strikes, 
others  have  been  getting  settlements 
through  other  bargaining  devices, 
such  as  the  use  of  third-party  arbiters. 
Arvid  Anderson,  chairman  of  New 
York's  Office  of  Collective  Bargaining, 
says  that  "such  things  as  fact-finding, 
arbitration  for  nurses,  firemen,  etc., 
can  be  an  effective  means  of  bargain- 
ing. .  .  .  This  is  going  to  have  a  pro- 
found effect  on  the  private  sector." 
Profound?  Yes.  Anti-inflationary?  No. 

Where's  the  Cause? 

Top-ranking  businessmen  are  still 
talking  about  a  speech,  little  noted 
outside  of  a  closed-door  meeting,  de- 
livered at  a  session  of  the  prestigious 
Business  Council  in  May.  It  was  de- 
livered by  Patrick  Haggerty,  the 
thoughtful  chairman  of  Texas  Instru- 
ments, on  a  subject  near  to  every  busi- 
nessman's heart:  productivity. 

In  essence,  what  Haggerty  said  was 
this:  The  root  cause  of  inflation  is 
that  Americans  are  demanding  more 
from  their  economy  than  the  economy 
is  producing.  They  are  demanding  not 
only  more  goods  and  services  but 
cleaner  air  and  better  education.  Rais- 
ing wages,  taxes  and  prices  won't  get 
these  produced.  They  will  only  cause 
inflation  unless  at  the  same  time  the 
economy  starts  producing  more— and 
not  just  the  industrial  segment  of  the 
economy.  Education  must  become 
more  productive,  as  must  all  manner 
of  government  and  private  services. 

That  really  grabbed  businessmen, 
and  for  good  reason:  One  of  the  dis- 
turbing things  about  this  year's  big 
wave  of  wage  increases— whether  in 
private  industry  or  in  the  post  office- 
is  that  in  very  few  cases  have  the 
increases  brought  any  real  increase  in 
productivity,  in  output  per  man-hour. 
In  fact,  unions  have  increasingly  re- 
sisted work-rule  changes,  even  as 
tradeoffs  for  big  wage  boosts.  The  con- 
struction trades,  although  getting  the 
biggest  increases,  have  been  most  re- 
sistant to  new  technology. 

It  is  this  trend  that  could  undercut 
all  of  the  rosy  economic  forecasts  now 
being  bandied  about— and  business- 
men know  it.  Some  unions  have 
learned  to  change  with  new  methods 
of  production,  and  some  manage- 
ments are  beginning  to  understand 
how  to  handle  better-educated  yet 
restive  work  forces.  But  until  produc- 
tivity gains  again  come  close  to  match- 
ing wage  increases,  it  will  be  hard 
to  bring  inflation  under  control.   ■ 
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Another  World 

Can  Hilton  Hotels  find  happiness  amid  the 
neon  lights  and  crap  tables  of  Las  Vegas? 


At  last  count  Las  Vegas  had  16,674 
slot  machines,  158  crap  tables  and  61 
roulette  wheels.  It  also  has  Howard 
Hughes,  over  2,300  chorus  girls,  one 
of  the  world's  largest  neon  signs 
and  the  world's  largest  resort  hotel- 
trie  1,500-room  International  Hotel 
opened  last  summer  by  Kirk  Kerkorian. 

Hilton  Hotels  Corp.,  at  last  count, 
had  39,456  bedrooms  in  the  U.S.,  rev- 
enues of  over  S240  million  and  earn- 
ings of  SI 6.9  million  that  have  been 
growing  at  30*?  a  year  since  1966.  It 
has  no  chorus  girls,  slot  machines, 
crap  tables  or  hotels  in  Las  Vegas. 

Two  separate  worlds. 

But  when  42-year-old  Barron  Hilton 
announced  in  June  that  Hilton  Hotels 
would  acquire  at  least  50%  of  Kerko- 
rian's  International  Leisure  Corp., 
which  owns  and  operates  both  the 
International  Hotel  and  the  older 
Flamingo  in  Las  Vegas,  he  made  it 
sound  like  the  most  natural  union. 

"Do  you  realize  that  Las  Vegas  is 
one  of  the  major  hotel  cities  of  the 


world?"  he  began.  "Do  you  realize 
that  over  15  million  people  stayed 
there  last  year?  That's  three-fourths  of 
all  the  people  who  visited  all  of  Flor- 
ida. It's  the  entertainment  capital  of 
the  world  and  it  can  be  made  the 
convention  capital  of  the  world." 

There  is  more  to  Las  Vegas  than  en- 
tertainment and  conventions.  The  big 
lure  is  the  gambling,  which  can  net 
20%  and  more.  Barron  Hilton  believes 
he's  getting  in  very  cheaply  and  that 
it  will  prove  doubly  profitable  if  he 
can  run  the  troubled  International  as 
efficiently  as  his  other  hotels. 

Hilton  has  agreed  to  pay  from  $18 
million  on  up,  or  eight  times  Interna- 
tional's 1970  earnings,  for  up  to  50%  of 
International  Leisure.  This  is  a  great 
deal  less  than  the  $60  million  Kerko- 
rian paid  to  build  the  International 
Hotel  alone.  Why  so  cheap?  For  one 
thing,  Kerkorian  is  reported  to  be 
strapped  for  cash  with  over  $9  million 
in  interest  payments  to  be  met  and 
over  $70  million  in  short-term  Euro- 


dollar loans  falling  due  this  year,  all 
incurred  last  year  in  connection  with 
his  acquisition  of  M-G-M. 

But  there  are  other  reasons  too. 
International  Leisure's  books  show  $11 
million  in  gambling  receivables.  In 
May,  Hyatt  Corp.  looked  at  them 
and  backed  away  only  days  after  start- 
ing negotiations.  "Yes,  it's  true  about 
the  receivables,"  says  Barron  Hilton. 
"Our  auditors  are  going  over  them 
now."  Now  that  the  deal  is  going 
through,  the  question  is  how  accurate 
auditors  can  be  in  checking  such  re- 
ceivables. That's  Hilton's  gamble.  ■ 


New  Rules 


Beatrice  Foods  outgrew  Borden  and  Kraftco 
by  acquiring  and  pooling.  But  what  now? 


Many  a  conglomerate  is  tuning  to  be 
clobbered  by  the  Accounting  Princi- 
ple Board's  recently  proposed  ban  on 
pooling-of-interest  acquisitions  where 
the  acquired  company  is  less  than  10% 
as  large  as  the  acquirer.  Nonconglom- 
erates  will  feel  the  pinch,  too. 

Take  Chicago's  Beatrice  Foods  Co. 
Beatrice  gets  78%  of  its  $1.6-billion 
sales  from  food  and  related  products 
and  services  and  can  scarcely  be 
called  a  conglomerate.  It  has  achieved 
an  excellent  growth  record— earnings 
up  138%  since  1959— largely  by  ac- 
quiring and  pooling  small  companies. 
Is  it  the  end  of  the  line  for  Beatrice, 
which  previously  could  buy  compa- 
nies without  having  to  write  off  the 
excess  it  paid  above  book  value 
against  earnings?  Will  it  now  be 
forced  to  cease  making  acquisitions 
and  slow  down  to  the  snail-like  growth 
pace  of  competitors  Borden  and  Kraft- 
co, whose  earnings  have  risen  by  only 
28%  and  54%,  respectively,  since  1959? 

William  G.  Karnes,  Beatrice's  59- 
year-old  president  and  chief  execu- 
tive, concedes  the  problem.  "Obvi- 
ously," he  says,  "it  will  have  a  slow- 
ing effect  on  acquisitions  if  we  have 


to  capitalize  and  write  off  goodwill." 
But  Karnes  does  not  admit  his  com- 
pany's days  of  rapid  growth  are  over. 
Five  years  ago  that  might  have  been 
a  danger,  but  now,  he  says,  Beatrice 
is  diversified  enough  to  produce  inter- 
nally the  kind  of  growth  that  in  earlier 
years  forced  him  into  acquisitions. 

The  trouble  with  Beatrice  when 
Karnes  took  over  back  in  1952  was 
that  its  business  was  just  milk,  ice 
cream  and  other  dairy  products,  an 
industry  whose  sales  were  growing  at 
only  3%  or  4%  a  year.  Karnes'  solution 
was  to  use  the  cash  flow  from  these 
fast-turnover  items,  plus  liberal  doses 
of  Beatrice  stock,  to  improve  his 
growth  and  profit  prospects.  He  ac- 
quired his  way  into  higher-margined 
grocery  products  (now  27%  of  sales) 
and  still  higher-profit  nonfoods  such 
as  specialty  chemicals,  home  and  gar- 
den accessories,  mobile  homes  and 
recreation  equipment  (now  22%  of 
sales).  As  a  result  of  that  and  steady 
internal  growth,  earnings  have  in- 
creased every  year  since  he  took  over 
to  $53  million,  or  $2.03  per  share  in 
fiscal  1969  (ended  this  past  Feb.  28). 
So   Karnes   now  is   confident  that 


even  with  fewer  acquisitions  he  has 
positioned  Beatrice  well  enough  to 
double  sales  to  $3  billion  by  1980 
with  little  help  from  acquisitions.  He 
is  counting  on  his  nonfood  lines  for  al- 
most half  of  that  growth,  from  a  cur- 
rent $318  million  to  $1  billion.  But 
he  also  expects  new  products  to  help 
dairy  sales  grow  7%  a  year,  or  twice 
as  fast  as  they  have  been. 

Karnes  has  set  some  very  tough 
goals,  especially  for  a  company  whose 
earnings  growth,  after  averaging  14% 
per  year  between  1962  and  1967, 
slumped  to  only  3%  to  4%  during  1968 
and  1969.  Karnes  argues  that  the 
slump  is  temporary,  the  result  of  the 
now-rescinded  income  tax  surcharge 
and  inflation.  "In  dairy,  bakery  and 
some  grocery  items  we  simply  weren't 
able  to  move  our  prices  up  fast 
enough  to  offset  higher  costs,"  he  says. 
"Now  we  are  increasing  prices,  and  I 
expect  our  earnings  should  go  from 
$2.03  to  $2.20,  or  about  an  8%  in- 
crease, this  year." 

But  the  fact  remains  that  the  game 
has  changed  considerably  for  Beatrice. 
It  must  now  try  to  produce  internally 
the  kind  of  growth  it  has  counted 
heavily  on  multiple  acquisitions  and 
pooling-of-interest  accounting  to  sup- 
ply in  the  past.  Beatrice  has  been  a 
topnotch  player  of  the  growth  game, 
but  from  now  on  it  will  have  to  play 
under  a  different  set  of  rules.  ■ 
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Will  Oxy  Make  It? 

Probably,  but  it's  not  going  to  be  a  breeze. 


For  most  of  his  72  years,  worldly  Ar- 
maria! Hammer  has  enjoyed  being  in 
the  midst  of  controversy.  In  the  Twen- 
ties he  was  one  of  the  first  American 
businessmen  to  trade  with  Communist 
Russia.  Later,  as  a  dealer  in  art,  he 
proved  that  art  could  be  merchan- 
dised just  like  soap.  In  the  Sixties, 
while  most  of  the  oil  industry  scoffed 
at  this  outsider,  he  built  Occidental 
Petroleum  from  a  tiny  company  (rev- 
enues of  less  than  $1  million)  into  a 
$2-billion  international  giant. 

Considering  what  he  has  been 
through  and  what  he  has  seen,  Ham- 
mer is  probably  taking  Occidental's 
current  problems  in  his  stride— even 
though  they  have  taken  Oxy  stock 
down  from  55  to  a  low  this  year  of 
13,  and  have  threatened  Oxy's  main 
source  of  raw  materials  and  profits.  It 
may  not  be  the  roughest  experience 
he  has  ever  had.  Nevertheless,  by  or- 
dinary standards,   Oxy  is  in   trouble. 

When  Los  Angeles-based  Occiden- 
tal went  into  Libya  four  years  ago,  it 
won  the  best  concessions,  had  drill- 
ing rigs  going  in  record  time  and,  by 
1969,  was  averaging  600,000  barrels  a 
day.  The  Libyan  oil  fed  Oxy's  impres- 
sive European  retail  network  (1,500 
service  stations)  and  provided  almost 
half  the  company's  net  income  in  1969. 

Then  last  September,  a  military  jun- 
ta ousted  Libya's  King  Idris,  whose 
government  had  granted  Oxy's  conces- 
sions, and  the  possibility  of  sharply 
higher  taxes  and  even  outright  nation- 
alization suddenly  loomed. 

Through  the  end  of  1969,  how- 
ever, the  Libyan  crisis  had  not  yet  af- 
fected Oxy's  sales  and  earnings.  On 


record  revenues  of  $2.1  billion  last 
year  it  reported  a  29%  increase  in  per- 
share  earnings  to  $3.  About  half  of 
that  came  from  domestic  chemical, 
coal,  oil  and  natural  gas  operations. 
But  the  other  half  came  from  the  pro- 
duction and  marketing  of  Libyan 
crude,  and  there  all  is  not  well. 

Tightening  Screws 

Oxy  is  not  the  only  foreigner  in  Lib- 
ya, but  it  is  the  most  vulnerable.  Its 
only  major  source  of  crude  is  Libya, 
and  its  only  major  marketing  opera- 
tion is  in  Europe.  To  compete  profit- 
ably in  this  low-margin,  highly  com- 
petitive retail  market,  Oxy  must  have 
a  cheap,  nearby  source  of  crude.  Oth- 
er companies  in  Europe  get  oil  from 
places  like  Saudi  Arabia  and  Kuwait 
as  well. 

Will  the  Libyan  junta  take  away 
Oxy's  oil?  It  would  mean  the  loss  of 
large  royalties  and  taxes  for  the  coun- 
try and  leave  the  Libyans  hard  pressed 
for  transportation  and  marketing  out- 
lets. Oxy  executives  therefore  discount 
the  possibility  of  outright  nationaliza- 
tion, though  that  is  quite  conceivable 
if  a  full-scale  war  breaks  out  again  in 
the  Near  East.  But  even  if  it  doesn't 
come  to  confiscation,  the  junta  al- 
ready has  tightened  the  screws  on 
Oxy  and  other  oil  companies.  It  is  al- 
most certain  to  tighten  them  further. 

Last  January,  in  an  attempt  to  more 
quickly  realize  its  capital  investment, 
Oxy  boosted  production  to  800,000 
barrels  a  day.  But  then  the  new  gov- 
ernment caught  on  and  in  May  slashed 
Oxy's  allowable  output  to  500,000 
barrels.  Because  Oxy's  profit  is  about 


Signal  Again?  Occidental 
picked  up  its  European  ser- 
vice stations  plus  several  re- 
fineries from  Signal  Compa- 
nies in  1968,  shortly  after 
a  merger  deal  between  the 
two  fell  through.  Object:  to 
gain  outlets  for  Oxy's  Libyan 
oil.  With  its  current  Libyan 
problems,  the  rumor  is  that 
Oxy  might  try  again  to 
merge  with  Signal.  How- 
ever, neither  will  confirm  it. 


30  cents  a  barrel,  this  move  will  cost 
it  some  $20  million  in  annual  income. 
Now  the  government  wants  an  in- 
crease of  about  40  cents  in  the  posted 
price  of  oil  (see  box);  this  would 
mean  a  tax  increase  of  around  25  cents 
a  barrel,  which  would  just  about  wipe 
out  Oxy's  present  profit  on  Libyan 
crude.  Hammer  says  his  contracts  with 
outside  customers,  who  now  consume 
almost  all  of  Oxy's  total  Libyan  out- 


How  To  Change  without  Really  Changing 

This  is  the  story  of  a  smart  little  country  slicker. 


For  years  little  Maytag  Co.  of  New- 
ton, Iowa  (1969  sales,  $166  million) 
went  its  highly  individualistic  way.  It 
sold  a  limited  line  of  high-priced, 
standard-sized  laundry  equipment- 
period.  Further,  it  refused  to  indulge 
in  the  merchandising  practices  favored 
by  Whirlpool,  Westinghouse,  Gener- 
al Electric  and  other  giant  competi- 
tors: annual  model  changes,  dealer 
junkets,  sales  to  mass  builders.  In- 
stead, it  quietly  built  up  one  of  the 
most  highly  respected  brand  names 
in  the  country.  It  increased  sales  year 
after  year  almost  without  interruption 
and  netted  profits  of  27%  on  equity, 


far,  far  above  the  U.S.  average.  It 
was  an  old-fashioned  company  in  a 
modern  kind  of  way. 

Maytag  is  as  individualistic  as  ever, 
but  it's  no  longer  just  a  washing  ma- 
chine company.  Maytag  now  is  getting 
its  biggest  push  from  products  it  didn't 
even  have  on  the  market  three  years 
ago,  and  most  of  them  are  not  in  the 
standard  laundry  field.  Maytag,  one 
of  the  last  and  best-known  holdouts 
against  diversification,  has  taken  the 
plunge.  But  maybe  diversification  isn't 
quite  the  right  word. 

What  happened  was  this:  Maytag, 
shrewd  as  ever,  realized  a  few  years 


back  that  washing  machines  had  tak- 
en it  as  far  as  they  could.  The  U.S. 
was  becoming  saturated  with  auto- 
matic washing  machines,  and,  being 
durable  appliances,  their  replacement 
market  was  limited.  Between  1964 
and  1969,  the  market  for  wringer  and 
spinner  washers  in  the  U.S.  also  fell 
from  $100  million  to  $50  million.  May- 
tag needed  some  new  products,  but  it 
did  not  want  to  change  its  basically 
conservative  style  of  play.  Says  Presi- 
dent E.G.  Higdon:  "We  did  not  want 
to  go  into  just  anything  and  we  did 
not  want  to  buy  another  company." 

So  Maytag  decided  to  go  after  a 
few  relatively  unexploited  corners  of 
the  home  appliance  market.  Corner 
No.  One:  dishwashers.  While  95%  of 
the  wired  homes  in  the  U.S.  have 
washing  machines,  only  20%  have  dish- 
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The  Numbers  Game- 


One  of  the  tricky  offshoots  of  the 
international  oil  business  is  the 
"posted-price"  concept.  A  posted 
price  is  a  fixed  price  that  a  govern- 
ment and  the  oil  companies  work 
out  during  heated  negotiations. 
The  reason  for  the  arguing  is  that 
the  posted  price  remains  constant 
and  is  the  basis  for  computing  taxes 
and  royalties  (roughly  50%  in  Lib- 
ya), whereas  the  actual  market 
price  fluctuates  and  can  be  much 
lower.  The  disparity  is  often  pain- 
ful. Says  one  executive  whose  firm 
is  involved  in  Libya:  "The  govern- 
ment calls  its  taxation  method  a 
'50-50  formula'-they  get  75%  and 
we  get  25%." 


This  bitter  humor  reflects  the 
current  posted  price  of  $2.23  per 
barrel  for  Oxy's  Libyan  crude,  with 
taxes  and  royalties  at  $1.10.  But  a 
barrel  of  oil  in  Europe  brings  only 
about  $1.70,  so  Oxy  really  has  only 
60  cents  with  which  to  produce  the 
oil  and  make  a  profit.  Since  Oxy's 
production  cost  is  about  30  cents  a 
barrel,  this  leaves  30  cents  for  prof- 
it. Yet  Libya  wants  to  raise  the  post- 
ed price  by  some  40  cents,  which 
would  automatically  increase  taxes 
and  royalties  by  about  25  cents.  It's 
unlikely  that  the  oil  companies 
could  boost  their  European  prices 
at  all,  so  in  that  case  they  would 
have  precious  little  profit  left. 


put,  allow  him  to  pass  on  such  an  in- 
crease to  his  customers.  But  it's 
doubtful  that  the  oil-glutted  European 
market  will  support  higher  prices,  con- 
tracts or  no. 

Oxy  executi\t^  argue,  <>t  course, 
that  Libya  does  not  want  to  kill  the 
goose  that  lays  the  golden  e<4Us:  some 
$240  million  annually  in  taxes  and 
royalties  from  Oxy  alone— a  good  part 
of  which  finds  its  way  into  the  anti- 
Israel  war  machine.  Perhaps  not,  hut 
the  evidence  is  that,  while  permitting 
Oxy  to  pump  oil,  the  junta  is  not  go- 
ing  to  let  ()\y  make  much  money  on 
it.  The  Libyan  rulers  know  that  Oxy 
cannot  easily  walk  away  from   Libya. 

Of  course,  Oxy  takes  a  dillerent 
view.  "Even  if  Libya  were  blown  off 
the  map,"  says  one  vice  president, 
Thomas  Wachtell,  "we'll  be  okay." 

Wachtell  can  safely  say  this  be- 
cause Occidental  has  considerable  as- 
sets, both  outside  Libya  and  outside 
the  oil  business.   In   the  late   Sixties, 


when  its  stock  was  riding  high  on 
Hammer's  Libyan  successes,  the  com- 
pany took  advantage  of  investor  en- 
thusiasm to  buy  two  solid  properties, 
using  convertible  preferred  securities. 
The  properties  were  Island  Creek 
Coal,  the  third-largest  U.S.  coal  pro- 
ducer, and  Hooker  Chemical,  now  a 
$435-million  operation.  The  deals 
haven't  proved  especially  happy  for 
stockholders  of  these  two  Occidental 
acquisitions;  the  Oxy  securities  they 
got  in  exchange  were  recently  worth 
one-third  to  one-half  of  their  onetime 
market  price.  But  they  were  good 
deals  for  Occidental,  giving  it  solid 
assets  and  solid  earnings  from  outside 
the  oil  industry. 

Thus  Oxy's  survival  probably  is  not 
in  doubt.  But  its  future  growth  is. 
Oxy's  Libyan  profits  almost  certainly 
will  be  reduced.  If  the  Libyan  situa- 
tion continues  to  deteriorate,  Oxy 
might  be  pressed  by  its  creditors  to 
pay  off  some  of  its   long-term  debt. 


Over  the  next  four  years,  Oxy  faces 
some  $462  million  in  debt  maturities. 
Against  this  it  has  sizable  cash  bal- 
ances, some  firm  lines  of  credit  and 
a  big  cash  flow— some  $244  million  last 
year.  But  it  also  has  big  capital-spend- 
ing commitments.  The  net  result  could 
well  be  a  cash  squeeze  that  could 
force  Oxy  to  omit  dividends  and  cur- 
tail capital  spending.  In  short,  Oc- 
cidental Petroleum  may  well  spend 
the  next  few  years  going  from  one 
problem  to  another. 

Or  is  there  another  way?  There 
have  been  recurrent  rumors  that  Oxy 
might  be  a  prime  merger  candidate. 
Nothing  has  come  of  these,  but  the 
possibility  remains.  Major  mergers  are 
currently  rare,  but  this  could  change. 

For  now,  however,  Armand  Ham- 
mer obviously  has  his  problems,  and 
big  problems  they  are.  But  don't  un- 
derestimate Hammer.  He's  a  man  who 
has  spent  his  lifetime  getting  into 
problems.  And  getting  out  of  them.   ■ 


washers,  and  the  market  is  already 
$500  million  a  year  and  growing  by 
20%  to  25%  a  year.  Corner  No.  Two: 
food-waste  disposals  for  kitchen  sinks, 
a  $100-million-a-year  market  where 
saturation  is  only  about  20%.  Corner 
No.  Three:  small,  mobile  washing  ma- 
chines (price:  $200  vs.  $290  for  reg- 
ular Maytag  machines),  aimed  square- 
ly at  the  growing  number  of  American 
families  living  in  apartments,  where 
space  is  at  a  premium. 

Maytag's  new  products  are  differ- 
ent, but  there  is  a  sameness  about 
them.  Markets  and  distribution  are 
similar.  So  are  the  sheet-metal-working 
and  enameling  techniques,  which 
Maytag  has  developed  to  a  high  art 
at  its  three  small  plants  in  Iowa.  Be- 
cause of  these  similarities,  Maytag 
could   bring   out   the   new   products 
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without  plunging  heavily;  even  now  it 
is  debt-free  and  loaded  with  cash 
($36  million  according  to  the  latest 
balance  sheet,  36%  of  total  assets) . 

Result:  In  a  poor  appliance  year, 
Maytag  is  showing  growth.  This  year's 
first  quarter  was  about  7%  better  in 
sales  ($43.6  million)  and  5%  better  in 
profits  (39  cents  a  share)  than  the 
year  before.  For  the  rest  of  the  year, 
Maytag  will  probably  be  slowed  by 
by  the  overall  recession  and  by  the 
near-collapse  in  home-building.  Even 
so,  it  won't  do  worse  than  last  year 
and  may  come  out  a  trifle  better. 

Maytag  President  Higdon  describes 
his  new  product  lines  as  evolutionary 
rather  than  marking  any  basic  change 
in  the  way  Maytag  does  things.  Which 
goes  to  show  that  a  company  can 
change  without  really  changing.  ■ 
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The  Billionaire  Sealords 


The  private  world  of  shipowning  is  dominated  by  a  handful  of  men  who 
amass  incredible  wealth— and  avoid  taxes  — with  19th-century  finesse. 


Shipowxixg,  a  gambling  game  that 
has  made  poor  men  into  moguls  and 
vice  versa  since  Jason  sought  the  Gold- 
en Fleece,  is  booming  again.  Not  the 
glamorous  passenger  liners,  nor  the 
newly  popular  container  revolution, 
but  the  prosaic  bulk  shipping  trade- 
oil,  coal,  ore,  chemicals— is  churning 
up  profits  across  the  oceans  of  the 
world. 

World  trade  is  expanding  at  a  merry 
lO't  to  12t  annually;  demand  for  ships 
exceeds  supply.  Shipowners'  profits 
are  limited  only  by  their  inability  to 
build  more  bigger-and-faster  ships 
quicker.  The  world's  shipyards  have 
no  free  slips  until  1973  or  beyond. 

Scarcity  is  gold-plating  diamond- 
encrusted  men.  Freight  rates,  which 
last  year  brought  a  comfortable  Si- 
million  profit  to  the  luck}-  owner  of  an 
"unfixed"  (unchartered)  tanker  or 
bulk  carrier,  this  year  will  bring  S5 
million  for  the  same  ship  carrying  the 
same  load.  This  for  a  ship  that  cost 
no  more  than  S10  million  or  S12  mil- 
lion only  a  few  years  back.  Multiply 
those  So-million  profits  by  40  or  50 
tankers  per  owner,  and  the  potential 
for  instant  superabundance  is  appar- 
ent. Remember,  the  typical  shipowner 
pays  income  taxes  at  a  low  or  non- 
existent rate. 


International  shipping  is  a  water- 
borne  roulette  game  in  which  inter- 
national supply  and  demand  spins  the 
wheel,  and  international  polities  deter- 
mine when  and  where  the  ball  stops. 
The  great  surges  in  tanker-owner  pros- 
perity are  tied  directly  to  storm-cloud 
international  upheavals:  World  Wars 
I  and  II,  Korea  (1950).  Suez  (1956) 
and  the  Six-Day  war  ( 1967) . 

War  means  disruption  and  shortage; 
both  can  mean  sky-high  rates.  World 
War  I  produced  the  late  Stavros  Li- 
vanos,  patriarch  of  Greek  owners: 
World  War  II  produced  Stavros  Xi- 
archos,  and  boosted  prewar  owners 
Aristotle  Onassis  and  Daniel  Ludwig  to 
unprecedented  heights.  Suez  saved 
Onassis'  neck— he  had  been  boycotted 
by  the  major  oil  companies  for  trying 
to  monopolize  Saudi  Arabian  oil  ship- 
ments; the  Six-Day  war  made  another 
flock  of  multimillionaires. 

Shipping  is  a  savage  milieu,  as  sav- 
age as  potential  profits  are  high.  Those 
shipowners  who  survive  as  independ- 
ents are  a  different  breed  of  men, 
most  of  whom  play— or  have  once 
played— an  all-or-nothing  game. 

Sealords,  often  billionaires— at  least 
on  paper— move  in  a  rarefied  world  of 
kings,  prime  ministers,  oil-rich  sheiks, 
merchant  princes,  international  bank- 


ers and  just  the  wealthiest  of  business- 
men. This  world  is,  for  most  of  them, 
supranational  and  apolitical.  Having 
few— if  any— taxes,  it  has  few— if  any— 
.national  loyalties.  These  men  under- 
stand the  wealthy  traveler  in  ancient 
Greece  who,  when  asked  his  national- 
ity, replied:  "I  am  of  the  rich." 

Anonymity  Preferred 

Publicity  prone,  the  sealords  are 
publicity  shy.  With  the  exception  of 
Onassis  and  Xiarchos— the  world's 
great  shipowners  are  practically  un- 
known, and  they  like  it  that  way. 
Their  ranks  include  some  of  the 
world's  wealthiest  men,  and  their 
highly  leveraged  tonnage  exceeds  the 
combined  World  War  II  navies. 

Onassis  and  Xiarchos  may  be  inter- 
national headline  catchers,  but  who 
has  heard  of  C.Y.  Tung  or  Y.K.  Pao? 
Few  daily  newspaper  readers  could 
identify  a  member  of  the  Livanos  or 
Goulandris  families,  or  would  know 
Costa  Lemos  if  they  passed  him  on 
the  street.  There  are  big  independent 
names  in  Norway:  Sigval  Bergesen  be- 
ing the  best  known. 

Common  to  all  of  them  is  that  a 
modern  shipowner  can  win  every- 
thing, but  he  can  only  lose  as  much  as 
he  stakes.  His  potential  losses  are  usu- 


Tax-Free  Tankers.  Avoiding  the  taxman  through  flags 
of  convenience  is  accepted  even  by  the  U.S.  The  late 
H.  Lee  White,  shipowner  and  sometime  Assistant  Secre- 
tary of  the  Air  Force,  lobbied  through  Congress  an  ex- 


emption which  allows  U.S.  shipowners  to  fly  tax-free 
foreign  flags  providing  they  don't  repatriate  the  money. 
Lee's  argument:  Without  an  exemption  U.S.  shipowners 
could   not   compete    against   foreign    shipowners,    thus 
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ally  limited;  his  potential  gains  as  big 
as  the  ocean.  As  one  broker  puts  it: 
"Shipping  is  like  sex.  When  it's  good, 
it's  exquisite;  when  it's  lousy,  it's  still 
not  too  bad." 

Shipping  over  the  last  15  years  ex- 
plains what  he  means.  After  the  post- 
1956  Suez  wave  of  wealth  when  the 
canal  closed  and  oil  had  to  be  hauled 
around  the  Cape,  many  shipowner,  in- 
cluding the  daredevil  Greeks,  became 
conservative.  They  signed  long-term 
charters,  diversified  into  oil  refineries, 
real  estate,  shipyards,  hotels  and  min- 
ing. Their  long-term  "fixes"  eased  them 
over  some  uncomfortable  low  spots  be- 
tween 1958-64— low  spots  that  sank 
some  of  the  unlucky,  or  less  canny, 
owners.  But  shipowners  still  tied  up 
long-term  when  the  Arab- Israeli  war 
started  in  1967  had  to  settle  for  the 
usual  20?  to  35%  return  on  revenues. 

Swingers  &  Squares 

To  see  what  they  could  have  been 
making— in  war-engendered  circum- 
stances—look at  the  risks  and  riches 
in  the  life  of  one  Hilmer  Reksten,  a 
Norwegian  owner  based  in  Bergen, 
grudgingly  admired  by  his  peers  as  a 
"tough  buzzard"  and  a  "wavemaker." 

Eight  weeks  ago  Reksten  "fixed"  a 
one-year  "block  deal"  with  British  Pe- 
troleum worth,  insiders  say,  $81  mil- 
lion. Using  roundhouse  figures,  they 
guess  that  Reksten's  profit  on  that  deal 
alone  will  be  $60  million.  Profit.  Yet 
four  years  ago  Reksten  was  in  rela- 
tively bad  shape:  Few  ships  were 
fixed,  and  all  those  mortgages  weighed 


heavily.  The  Six-Day  War  started,  Rek- 
sten instantaneously  fixed  his  ships 
short-term  and  immediately  ordered 
four  200,000  deadweight-ton  tankers 
worth  in  excess  of  $50  million.  He 
ordered  three  additional  tankers  soon 
after— and  continued  to  play  the  high- 
ly speculative  "spot"  market  rather 
than  accept  slightly  less  profitable 
long-term  charters.  One  BP  deal  pays 
off  four  tankers.  Any  future  charters— 
after  allowing  20%  for  operating  costs 
—are  all  profit. 

At  the  other  end  of  the  operating 
spectrum,  minimizing  risks,  is  Chi- 
nese shipowner-come-lately  Y.K.  Pao. 
The  Y.K.  is  Yeu  Kong,  which  means 
"solid  jade."  Former  banker  Pao  began 
his  shipowning  career  in  Hong  Kong- 
backed  by  financiers  Wheelock-Mar- 
den  and  the  Hongkong  and  Shanghai 
Bank— just  15  years  ago.  By  the  time 
his  latest  tanker  is  launched  in  1973, 
Pao  will  have  more  than  7  million  dwt. 
afloat— sufficient  tonnage  to  move  all 
the  oil  shipped  in  the  1930s.  Yet  Pao 
is  conservative  by  shipowner  standards 
—which  means  he  builds  ships  only 
when  he  has  long-term  charters  in 
hand  from  the  oil  companies.  This  lim- 
its profits,  but  it's  one  way— and  not  a 
new  one— to  build  up  a  big  fleet  fast. 

"I  owe  a  lot  of  money,"  Pao  said 
with  a  smile  during  a  recent  interview. 
"I  must  be  conservative."  He  was  ex- 
plaining why  he  puts  so  many  of  his 
ships  out  on  long-term  charter.  But 
he  hastened  to  add  that  once  more  of 
his  ships  were  out  of  long-term  char- 
ter (and  out  of  hock),  many  of  them 


would  move  into  the  "spot"  market, 
the  speculative  arena,  for  chartering. 

When  a  ship  is  bought,  and  at  what 
price,  is  as  important  to  profitable 
shipowning  as  the  luck  and  timing 
with  charters  and  rates.  Pao,  Reksten 
and  H.  Irgens  Larsen  (whose  Gotaas- 
Larsen  is  part  of  International  Utili- 
ties )  are  three  who  got  into  yards  with 
huge  orders  at  good  prices  before 
costs  and  demand  started  to  gather 
momentum.  Tankers  for  which  Larsen 
paid  $14  million  when  ordered  in 
1966,  are  today,  afloat,  worth  $24 
million-$28  million.  Still  on  the  ways 
in  the  world's  shipyards,  they  can  be 
traded  for  $21  million.  There's  money 
everywhere— when  the  market  bubbles. 

The  Telephone  Tribe 

Shipping,  for  all  of  its  glamour  and 
potential,  is  rather  a  private  world.  It 
has  its  own  cast  of  characters  and  its 
own  style.  Operating  between  ship- 
owner and  charterer,  like  a  milkmaid 
with  her  fingers  on  an  udder  of  liquid 
gold,  is  the  broker  taking  in  commis- 
sions of  1M%  of  the  gross  freight  rate. 
And  there  are  usually  two  brokers  per 
"fix,"  one  for  the  owner,  one  for  the 
charterer.  This  is  a  world  in  which  a 
telephone  commitment  is  a  bond,  a 
different,  hard,  calculating  world  far 
removed  from  the  butterfly  existence 
aboard  fancy  yachts.  The  telephone  is 
always— literally  always— at  hand.  In 
the  car,  the  bathtub,  at  the  exclusive 
restaurant  with  the  permanently  re- 
served table,  the  phone  is  the  shipown- 
er's lifeline— and  the  man  on  the  other 


leaving  trie  U.S.  dependent  on  foreign  shipowners. 
Thus  fax-free  money  made  overseas  by  shipowners  like 
Daniel  K.  Ludwig  or  the  U.S.  oil  companies  is  plowed 
into  foreign  investment.  Some  Greek  shipowners  fly  a 


few  Greek  flags  and  pay  taxes  by  negotiation.  If  taxes 
in  Greece  go  foo  high,  the  owners  can  always  re- 
register them  as  flags  of  convenience.  Taxes  on 
personal  income?   There'll  always   be   a   Swiss   bank. 
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end  of  the  wire  is  usually  a  broker. 

In  an  age  of  "scientific  manage- 
ment," shipping's  management  style  is 
frequently  19th  century.  Onassis,  from 
the  poolside  phone  on  his  yacht 
Chriitina,  commands  more  tonnage 
than  any  admiral  buried  in  the  bowels 
of  the  Pentagon;  Niarchos  dictates  or- 
ders from  Spetsopoula,  his  Aegean  is- 
land retreat.  Yet  both  exert  tighter 
management  control  than  many  a 
chairman  sitting  atop  his  empire  at 
corporate  headquarters. 

The  world's  news  services  would 
find  it  hard  to  rival  the  information- 
gathering  techniques  of  the  shipown- 
ers and  bankers.  Their  knowledge  of 
world  affairs  is  truly  phenomenal,  their 
interest  in  daily  events  all-encompass- 
ing. An  election  in  India  can  be  as 
significant  to  a  shipowner  (anticipat- 
ing a  grain  haul  there  from  Canada 
perhaps)  as  the  nationalization  of  an 
oil  field.  A  minor  amendment  to  little- 
known  legislation  in  any  of  a  hun- 
dred national  capitals  is  known  to  the 
last  detail  if  it  affects  the  shipowners. 

When  the  British  government  en- 
tered into  informal  diplomatic  rela- 
tions with  the  Vatican  in  1887,  it  was 
because  the  missionaries  were  unwit- 
tingly better  listening  posts  around  the 
Empire  than  colonial  civil  servants. 
Reuters,  Associated  Press  and  United 
Press  International  could  do  a  lot  worse 
than  make  similar  arrangements  with 
the  shipowners  for  news-gathering  fa- 
cilities. And  the  brokers  echo  this  pen- 
chant for  instant  information:  It  would 
be  just  like  a  canny  shipowner  to  take 
advantage  of  a  fast  newsbreak. 

It  was  with  some  sincerity  that  a 
shipowner,  one  putting  a  lot  of  em- 
phasis on  dry  cargo,  told  Forbes:  "All 
I  want  is  five  minutes'  advance  notice 
the  first  time  the  Japanese  steel  indus- 
try falls  5%  short  of  its  goal.  Just  so  I 
can  fix  my  fleet  long-term  before  the 
bottom  drops  out  of  the  market." 

Brokers  feel  much  the  same  way. 
A  good  No.  Three  or  Four  man  who 
catches  an  owner's  eye  need  only  walk 
up  the  street,  open  an  office  and  in- 
stall a  phone  to  be  in  the  brokerage 
business  for  himself.  But  the  business 
is  a  demanding  mistress.  "Shipping  is 
24  hours  a  day,  seven  days  a  week. 
You  answer  the  phone  everywhere. 
There  are  no  prior  commitments  for  a 
broker.  Everything  stops  for  business," 
one  told  Forbes. 

Sometimes  managing  or  even  own- 
ing a  few  ships,  the  brokers  do  very 
well  for  themselves— but  scarcely  as 
well  as  many  top  members  of  ship- 
owners' staffs.  "Shipowners  have  found 
a  winning  combination,"  Forbes  was 
told.  "Their  men  are  extremely  capa- 
ble, very  dedicated,  awfully  hard- 
working and  handsomely  compensat- 
ed. You  can't  do  better  than  that.' 


Some  top  men— like  Onassis'  close 
friend  Costa  Gratsos,  who  has  ships  of 
his  own  and  manages  Onassis  Victory 
Carriers  in  New  York,  and  Wharton 
Business-school  educated  Morley  Cho, 
top  man  in  America  for  C.Y.  Tung- 
are  as  much  members  of  the  family 
as  of  the  firm.  Debonair  Said  Taub, 
the  dashingly  handsome  Persian-born 
executive  for  N.J.  Goulandris  in  New 
York,  and  quiet  Paul  Lee,  the  vice- 
president-director  who  looks  after  Y.K. 
Pao's  interests  here,  are  other  mem- 
bers of  this  charming,  hardworking 
crew.  Many  shipowners  keep  it  in  the 
family.  Sons-in-law,  brothers-in-law 
and  cousins  abound— particularly  in 
the  Greek  shipping  fraternity. 

Owners  grown  rich  in  oil  these  days 
see  a  new  wonder  opening  up  before 
them  in  dry  bulk— ore,  coal,  chemicals, 
fertilizers,  grain  and  wood.  So  attrac- 
tive is  the  future  in  raw  materials 
movement  that  there  is  more  than  $4 
billion  worth  of  dry  bulk,  combina- 
tion (oil /ore)  and  OBO  (oil /bulk/ 
ore)  carriers  on  order  around  the 
world.  By  the  time  those  carriers  come 
off  the  slips,  world  commercial  ton- 
nage—including oil  tankers,  which  still 
account  for  50%— will  have  almost  dou- 
bled in  a  decade. 

Japan  Once  Again 

Japan  is  the  most  important  single 
factor  in  bulk.  That  nation's  deter- 
mined dash  for  160  million  tons  of 
steel  production  by  1975  has  owners 
carting  iron  ore  and  coal— the  essen- 
tial ingredients  for  steel— around  the 
world.  Shipowner  Erling  Naess,  whose 
Anglo-Norness  Shipping  was  merged 
into  Zapata  Off-Shore  to  form  Zapata 
Norness  in  1968,  once  said:  "God  must 
have  been  a  shipowner,  for  who  else 
would  have  placed  everything  so  far 
away  from  where  it  was  needed?" 

But  how  Japan  is  doing  it  may  yet 
jolt  the  U.S.  steel  industry  into  an  un- 
precedented flurry  of  activity.  With 
huge  ore  carriers,  the  Japanese  expect 
one  day  to  haul  ore  from  South  Africa 
to  the  Japanese  mills.  They  are  already 
moving  it  from  Brazil  to  Japan  at 
the  same  price  per  ton  that  Americans 
ship  it  from  Duluth,  Minn,  to  Gary, 
Ind.  A  decade  ago,  America  had  the 
cost  advantage  on  ore  shipping  be- 
cause its  70,000-ton  carriers  were 
twice  the  size  of  anything  the  Euro- 
peans or  Japanese  could  unload  for 
their  steel  mills. 

Today  the  Japanese  are  dredging 
river  approaches  to  get  supercarriers 
with  200,000-ton-and-greater  loads  to 
their  waters-edge  steel  mills;  the  Ger- 
man and  even  nationalized  British 
steel  industries  have  100,000-ton-ca- 
pacity  ore  terminals;  but  the  U.S.  still 
can't  handle  anything  over  70,000  tons 
—and     there's     nothing     to     fill     the 


gap  on  the  nation's  drawing  boards. 

"Everyone  admits  U.S.  Steel  made  a 
mistake  building  its  Fairless  works  so 
far  up  the  Delaware,"  said  one  ship- 
owner. The  waterborne  ore  carriers 
are  limited  by  the  Fairless  approaches 
to  just  over  60,000  tons. 

Erling  Naess  said  he  recently  had 
been  asked  by  German  steelmakers, 
who  feel  landlocked  in  the  Ruhr,  what 
they  should  do.  "I  told  them  to  rebuild 
at- .  deepwater,  somewhere  between 
Wilhelmshaven  and  Emden,  but  they 
said  it  would  be  too  expensive.  In  the 
end  it  will  be  too  expensive  not  to." 

American  steelmakers  cannot  cur- 
rently match  Japanese  prices  ( scarcely 
20%  of  the  steel  for  America's  new 
showpiece,  the  New  York  World 
Trade  Center,  is  from  U.S.  mills),  and 
the   gap   will   widen.   All   of  Japan's 
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steel  growth  is  linked  to  economies  of 
scale,  and  from  Tobata  ( Yaw  ata  Iron 
&  Sieel's  port)  to  Chiba  (Kawasaki 
Steel's  port)  the  channels  are  being 
/  prepared  for  increased  draft  ships— 
which  are  being  built  not  far  away  at 
Yokohama  and  Yokosuka.  Xor  is  it  just 
ore  that  looms  large.  D.K.  Ludwig's 
Bantry  Bay  operation  on  Ireland's  west 
coast  has  325,000  dwt.  tankers  pump- 
ing crude  into  smaller  deliver)  craft 
in  a  very  well-conceived  operation. 

Shipowners  have  a  profound  inter- 
est in  die  U.S.  terminal  capacity  be- 
cause U.S.  oil  imports  constitute  much 
of  their  livelihood— along  with  Persian 
Gulf  to  Europe  trading.  Many  con- 
gressmen and  lobbyists  would  love  a 
similar  facility  for  the  U.S.  East  Coast. 
Yet  the  U.S.  is  hopelessly  behind: 
Machiasport,  Halifax,  Nova  Scotia  and 
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even  an  artificial  island  terminal  for 
the  Delaware  Bay  are  still  just  ideas. 

Why  don't  the  oil  companies  carry 
their  own  crude  instead  of  making  for- 
eigners into  billionaires?  The  answer  is 
that  they  do.  In  a  downturn,  the  inde- 
pendent tanker  owners'  biggest  cus- 
tomers can  become  their  biggest  com- 
petitors: Texaco,  Mobil,  Cities  Service, 
Standard  Oil  of  N.J.  and  more,  using 
the  same  cut-rate  flags  of  convenience 
(known  by  shipowners  as  flags  of 
necessity)  for  most  of  their  fleets,  have 
tonnage  to  equal  the  independents. 

Company  fleets  handle  up  to  85%  of 
a  major  oil  company's  needs,  the  rest 
are  chartered— and  that's  where  the 
independents  reap  their  riches.  In  the 
long  run,  however,  that's  still  cheaper 
than  an  oil  major  attempting  to  carry 
all  its  oil  in  company-owned  tankers, 
maintains  shipping  consultant  Roger 
M.  Jones  of  Nassau.  Tankers— includ- 
ing mortgage  payments— cost  about 
$14,000  a  day  to  operate,  which  is  all 
right  when  there's  something  for  them 
to  do.  Few  stockholders  would  permit 
oil  majors  the  luxury  of  idle  fleets 
worth  hundreds  of  millions  laid  up 
and  costing  millions  a  day  during  a 
downturn  in  the  market. 

What  happened  to  oil  majors  of 
late,  insists  one  broker,  is  that  in  addi- 
tion to  unexpected  pipeline  disruptions, 
they  woefully  underestimated  their 
needs  for  the  early  Seventies— and 
that's  part  of  the  boom.  What  else? 
Combination  carriers  and  OBOs  have 
been  available  to  the  oil  companies, 
but  with  dry-cargo  charters  in  high 
demand,  the  combinations  and  OBOs 
have  often  been  snatched  away  from 
oil  charter  to  ore  and  coal. 

Thus,  shipowners,  who  might  only 
need  a  $4-a-ton  rate  to  break  even  on 
a  particular  tanker  run,  now  are  get- 
ting almost  three  times  that:  $11.18. 
These  handsome  dividends  are  as  wel- 
come as  they  were  unexpected.  But 
even  with  all  these  figures  floating 
about,  it  doesn't  really  mean  that  there 
is  a  clear-cut  picture  of  exactly  how 
much  any  single  independent  ship- 
owner is  worth. 

Disentangling  shipowners'  incomes 
from  shipowners'  revenues  is  a  Hercu- 
lean task.  "Always  believe  the  highest 
figure,"  said  one  insider.  "It  won't  be 
accurate,  but  it'll  be  closer  than  the 
lowest."  Owners  often  have  more  com- 
panies than  a  Bahamas  attorney  has 
corporate  titles  on  his  door.  None  of 
this,  of  course,  makes  it  any  easier  for 
an  inquiring  taxman,  one  of  the  few 
men  all  shipowners  fear. 

Y.K.  Pao's  corporate  empire  shows 
how  intricate  it  can  get:  Pao's  World- 
Wide  (Shipping)  Ltd.,  in  Hong  Kong, 
has  11  subsidiaries;  World  Maritime 
Bahamas  Ltd.  has  nine  Hong  Kong 
subsidiaries  and  24  Liberian  subsidi- 


aries; Eastern  Asia  Navigation  Co.  Ltd. 
(Hong  Kong)  has  23  Hong  Kong  sub- 
sidiaries, 14  Liberian  subsidiaries,  a 
Bahamian  subsidiary,  a  Panamanian 
subsidiary;  World  Shipping  Invest- 
ment Co.  Ltd.  (Hong  Kong)  has  five 
subsidiaries.  Then  there  are  Pao's  East- 
ern Giant,  Liberian  Ensign,  Liberian 
Independence  and  Liberian  Swan 
groups  of  companies,  each  with  sub- 
sidiaries. Atop  the  pyramid  is  Y.K.  Pao. 
He,  like  his  Greek,  European  and 
American  counterparts,  atop  their  own 
pyramids,  makes  the  decisions. 

Mullibillionaires  Next? 

But  aren't  there  any  clouds  on  the 
horizon?  Yes,  potential  storm  clouds 
dark  enough  to  send  independent  ship- 
ping incomes  sinking  faster  than  the 
mercury  in  the  path  of  a  storm.  Bro- 
kers and  shipowners  talk  in  terms  of 
this  present  onslaught  of  wealth  eas- 
ing dramatically  by  1973-74.  This 
scarcely  leaves  enough  time  for  any- 
one to  become  a  multibillionaire, 
though  Ludwig  is  closest— closer  to 
$2  billion  than  $1  billion,  that  is,  ac- 
cording to  a  London  bank  study. 

Cloud  One  is  the  ever-present  un- 
certainty of  what  can  happen  to  spot 
rates.  "Five  empty  ships  anywhere  in 
the  world  seeking  charters  can  send 
the  prices  plummeting,"  a  broker  ex- 
plained. It  was  a  tanker  shortage, 
especially  following  explosions  in  three 
supertankers,  that  in  part  sparked  this 
year's  meteoric  rate  climb. 

Cloud  Two  hovers  over  oil.  If  new- 
ly discovered  North  Sea  oil  does  be- 
come a  major  input,  the  Persian  Gulf- 
Europe  trade  will  ease  markedly.  "But 
that's  all  right,  it's  low  sulphur,  low  in 
pollutants,  we  can  ship  it  from  Scot- 
land to  Machiasport,"  laughed  another 
tanker  broker. 

Clouds  Three,  Four  and  Five  are  the 
Japanese  fleet  abuilding,  shipbuilding 
costs  asoaring  and  insurance  rates 
aclimbing  (see  "Hands  across  the 
Pool"  p.  45).  Clouds  Six,  Seven  and 
Eight  are  the  threats  of  America's  re- 
cession, a  possible  dramatic  easing  in 
world  trade  and  a  shortage  of  qualified 
ships'  officers  and  men. 

But  the  owners  are  still  on  Cloud 
Nine.  They  have  goldplated  its  silver 
lining.  They  live  on  risks,  they  know 
their  business,  and  when  a  storm 
comes,  the  successful  ones  know 
where  to  run  for  cover.  But  of  course, 
the  days  are  gone  when  a  person 
could  just  go  out  into  the  shipping 
world  and,  with  a  few  old  ships,  ex- 
pect to  become  a  billionaire.  After 
all,  today's  shipowners  have  the  game 
all  tied  up.  Or  have  they? 

"My  brother,"  said  Y.K.  Pao,  "has 
just  managed  to  obtain  his  first  three 
bulk  carriers  in  order  to.  .  .  ."  Need  one 
say  more?  ■ 
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Oceans  of  Wealth 


C.Y.  Tung 


Deciding  who  is  who  among  a  group 
of  self-made  billionaires  is  an  esoteric 
pursuit  for  which  most  commentators 
lack  one  useful  qualification— knowing 
what  it's  like  to  be  one.  Ludwig,  Onas- 
sis,  Niarchos  and  Lemos  know.  Their 
billion  dollars  or  more  each  represents 
not  just  highly  leveraged  ships,  but 
less  erratic  holdings  like  paid-up  ships, 
mines,  refineries,  shipyards,  hotels  and 
real  estate. 

Greek  families  in  combination,  like 
the  Livanos  or  the  Goulandris  clans, 
are  in  the  billionaire  bracket  too— 
though  source  material  on  shipowners' 
fortunes  reads  more  like  gossip  col- 
umns than  annual  reports. 

Chinese  shipowner  C.Y.  Tung  may 
well  be  a  billionaire,  on  paper;  Y.K. 
Pao  could  be  one  a  few  years  from 
now,  though  he  currently  falls  into  the 
more  humble,  but  not  painful,  semi- 
billionaire  or  demisemibillionaire  class. 

In  attempting  to  gauge  shipowning 
billionaires  as  businessmen,  Forbes 
has  relied  on  the  comments  of  ship- 
owners, their  top  staffs  and  others  to 
get  a  highly  subjective  potpourri  of 
"don't  mention  my  name"  judgments. 

First  National  City  Bank  of  New 
York  likes  C.Y.  Tung,  the  deferential 
but  extremely  astute  mainland-China- 
born  banker,  now  58,  who  entered 
shipping  40  years  ago  with  one  small 
tramp  steamer. 

Citibank  likes  to  do  business  with 
C.Y.  It  trusts  his  judgment.  He  is  on 
the  board  of  the  First  National  City 
Trust  Co.  Ltd.,  which  "conducts  a  gen- 
eral trust  business  under  the  laws  of 
the  Bahamas  and  affords  various  ad- 
vantages to  foreign  customers  and  for- 
eign subsidiaries  of  U.S.  corporations." 

However,  the  greatest  compliment 
tomes  not  from  a  bank.  "If  1  were  a 
charterer,"  said  an  executive  in  a  com- 
pany which  docs  no  business  with 
Tung,   "I   would   rather   do   business 


with  C.Y.  Tung  than  anyone  else.  He 
has  the  most  sympathetic  ear  of  all 
shipowners." 

This  photograph  of  Daniel  Keith 
Ludwig,  73,  was  taken  at  least  seven 
years  ago  and  is  one  of  the  few  in  cir- 
culation. The  shy  billionaire,  who  owns 
National  Bulk  Carriers  in  New  York, 
practically  wrote  the  book  on  how  to 
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make  a  billion  in  shipping.  The  Greeks 
read  it,  and  the  Chinese  borrowed  it 
from  them.  Ludwig  also  showed  how 
to  build  big  tankers  quickly,  both  in 
the  U.S.  during  World  War  II  and 
then  in  the  Imperial  Japanese  Navy's 
Kure  shipyard,  which  he  helped  re- 
build from  ruins  after  the  war  ended. 

Ludwig's  strong  point  is  conceiving 
workable  schemes.  William  Wagner, 
his  fiscal  and  operating  expert,  found 
the  money  for  them  and  made  them 
work.  Ludwig's  weakness  became  ap- 
parent when  Wagner  died;  there  was 
no  one  to  replace  him. 

One  insider  reported:  "Bill  Wagner 
must  have  had  about  40  people  re- 
porting directly  to  him.  They  were 
missing  two  levels  of  management." 

Apparently  an  interregnum  troika 
manages  National  Bulk  at  present  un- 
der Ludwig's  tutelage.  William  Yost, 
once  president  of  Navios,  U.S.  Steel's 
Bahamas-based  chartering  company, 
came  to  National  Bulk  this  year  after 
Wagner's  death.  Yost,  now  in  his  60s, 
is  there  "for  a  short  interim  period," 


insiders  say,  to  handle  the  shipping 
side  of  the  business. 

If  Ludwig's  management  hasn't  kept 
pace  with  National  Bulk's  growth,  per- 
haps it  is  because  few  empires  have 
grown  so  fast,  or  spread  so  far:  into  a 
dozen  countries,  into  mines,  ranches, 
insurance,  banks,  hotels,  refineries  and 
real  estate.  As  an  entrepreneur  he  end- 
ed up  as  the  fourth-wealthiest  man  in 
America,  after  H.L.  Hunt,  J.  Paul  Get- 
ty and  Howard  Hughes.  And  Ludwig  is 
the  only  one  whose  wealth  is  based  on 
trading,  not  on  the  discovery  of  natu- 
ral resources. 

Stavros  Niarchos,  61,  made  his  first 
million  in  profit  from  the  insurance 
collected  when  three  of  his  ships,  the 
Maleas,  Olympic  and  Bayou,  were 
sunk  by  U-boats  and  the  Luftwaffe. 
The  Athens-born  son  of  a  Buffalo, 
N.Y.  candy  store  owner,  he  had  paid 
$710,000  for  them,  according  to  the 
figures  in  Doris  Lilly's  book  Those  Fab- 
ulous Greeks.  He  collected  more  than 
$2  million  from  the  insurance  com- 
panies—which thus  learned  to  be  not 
as  generous  with  their  coverage. 

With  the  insurance  cash,  and  prof- 
its from  tax-free  wartime  freight  rates, 
Niarchos  made  the  big  gamble  when 
the  war-surplus  Liberty  ships  and 
tankers  hit  the  market— assuming  that 
the  demand  for  their  services  would 
come.  He  was  right.  The  only  other 
experience  he  needed  he  got  honing 
his  business  instincts  to  a  fine  edge  on 
the  internecine  competition  of  match- 
ing wits  with  in-law  Onassis  (the  two 
men  were  once  married  to  sisters). 

Of  all  the  shipowners,  Niarchos 
seems  to  be  the  only  one  who  ever 
thought  of  getting  out  of  it  complete- 
ly. In  the  mid-Sixties  he  was  consid- 
ering offers  for  his  entire  fleet.  Some- 
thing—instinct?— decided  him  against 
selling.  Then  came  the  Six-Day  War. 
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C.  Lemos 


"No  babes,  no  yachts."  That's  how 
one  man  described  the  mystery  Greek 
billionaire  Costa  Lemos,  who  started 
from  scratch  with  three  Liberties  in 
the  late  Forties.  A  lawyer  who  holds 
his  master's  papers,  Lemos  knows  his 
ships  from  stem  to  stern.  "He  ran  ad- 
BVery  officer  by  name;  when  he 
goes  on  board  the  first  thing  he  looks 
at  is  the  engine  room."  Lemos,  now  in 
his  earlv  60s,  is  not  an  isolationist 
within  the  Greek  shipping  Fraternity— 
but  he  rarely  surfaces  outside  it.  He  is 
a  stickler  for  exacting  business  just  as 
written  in  the  charter.  "But  Lemos 
has  the  reputation  as  a  tough  man  for 
a  charterer  to  get  along  with.  But  he 
has  led  the  way.  He's  innovative  in 

terms  of  big  ships  and  he's  becoming 
very  bit!  in  the  bulk  trade." 

V  K.  Pao,  59,  who  just  launched 
World  Princess,  his  latest  226,700 
dwt.  tanker,  in  Sweden,  has  more  ton- 
>n  order  than  most  shipowners— 
nearly  3  million,  all  to  be  delivered  by 
Whether  the  market  has  been 
good  to  his  long-term  contracts- 
signed  before  any  of  the  keels  were 
laid— is  academic  musing,  because  he 
can't  lose  money  on  the  deal,  no  mat- 
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ter  which  way  the  market  goes. 

Were  Aristotle  Onassis  a  character 
in  fiction,  the  novel  that  contained 
him  would  be  judged  preposterous. 
Vet.  if  his  social  life  provides  more 
column  inches  than  Hollywood  en 
masse,  his  business  career  borders  on 
the  incredible:  from  accusations  of  in- 
visible ink  on  contracts,  to  being  near- 
ly starved  out  of  the  tanker  business. 

After  Onassis  nearly  got  the  corner 
on  Saudi  Arabian  oil  shipments,  the 
majors  threatened  never  to  do  business 
"with  that  skunk  again."  But  the  oil 
companies  were  caught  with  their 
tankers  down  when  Suez  closed  in 
1956,  and  Onassis  had  his  sitting  there 
waiting  to  be  used.  His  rates  came  so 
high,  said  a  broker— a  reputed  1,200% 
of  operating  costs  was  the  highest 
rate  fixed— that  Onassis  "squeezed  the 
last  drop  of  revenge  out  of  them  with 
a  chuckle." 

Son  of  a  Greek  tobacco  merchant 
in  Turkish-ruled  Smyrna,  Onassis,  now 
64,  was  16  when  he  fled  the  Turkish 
pogrom  in  1923  for  freedom  in  the 
Argentine.  Within  two  years  Onassis 
had  parlayed  money  saved  from  jobs 
as  a  construction  worker,  then  tele- 
phone installer,  into  a  small  tobacco 
import  business. 

This— and  a  trip  to  Greece— led  to 
the  hectic  but  educational  post  as 
Greek  consul  in  Buenos  Aires,  and  he 
continued  his  tobacco  business  while 
Ik  learned  the  intricacies  of  shipping 
at  the  consulate.  The  gamble  was  to 
buy  ships  during  the  Depression  and 
leave  them  drydocked  until  business 
picked  up.  It  did.  By  1938  he  was 
building  the  largest  tankers  in  the 
world,  then  a  modest  15,000  tons— 
and  people  said  it  couldn't  be  done. 

When  World  War  II  ended  Onas- 
sis hadn't  lost  a  single  ship  (three 
were  locked  in  neutral  harbors,  the 
rest  were  lucky)  and  was  buying  ships 
against  contracts  wherever  he  could. 
His  dealings  to  get  hold  of  U.S.  sur- 
plus Liberties  and  tankers  led  to  a 
Washington  investigation  and  his  first 
headlines.  The  press  has  kept  him  there 
ever  since,  though  his  reticent  com- 
petitors accuse  him  of  having  learned 
how  to  use  publicity— which  they  de- 
test—to his  own  advantage.  If  true, 
it's  in  character. 

Menander,  Greek  poet  and  play- 
wright in  the  3rd  century  B.C., 
warned  the  Greeks:  "Better  be  a  pau- 
per on  the  land  than  a  Croesus  on  the 
sea,"  advice  they  have  been  success- 
fully ignoring  ever  since. 

Greek  culture  was  nurtured  in  an 
empire  comfortable  from  the  profits  of 
the  mercantile  abilities  of  the  Greek 
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island  sailors.  Island  Greeks,  who  have 
been  putting  out  into  the  Aegean 
since  before  recorded  history,  claim  to 
be  the  aristocrats  among  the  Greek 
shipowning  fraternity.  Neither  Onas- 
sis nor  Niarchos  is  an  island  Greek, 
but  the  title  does  fit  the  Goulandris 
family,  who  hail  from  Andros  Island, 
as  well  as  the  Livanos  (Chios)  and 
Gratsos  (Ithaca)  families. 

Islanders  took  to  the  sea  in  part 
because  the  land  is  poor  and  ungiv- 
ing.  Entire  families  would  pool  mea- 
ger savings  scratched  from  the  earth 
to  buy  one  leaky  uninsurable  boat, 
and  from  such  humble  beginnings  the 
dynasties  have  been  built. 

But  dynasties  belong  to  another 
age,  one  carried  over  into  the  last 
quarter  of  this  20th  century  by  the 
billionaire  shipowners  of  the  world. 
Their  success  is  based  on  many  things, 
but  the  key  advantage  shipowners 
have  over  all  the  other  industrial  em- 
pires is  paying  virtually  no  taxes. 

And  that's  the  heritage  George 
Livanos,  35,  Alexander  Onassis,  22, 
and  Philip  Niarchos,  18,  get  from 
their  fathers!  Let  them  maintain  it  if 
they  can.   ■ 
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thirds  or  more.  That's  right,  two- 
thirds  or  more. 

Here  is  the  casualty  list.  On  it 
you'll  find  some  of  the  biggest  cor- 
porations in  the  U.S.  Some  68  of 
these  stocks  have  dropped  by  more 


than  75%,  while  a  surprising  38  are 
down  by  more  than  80%.  Four— 
Penn  Central,  A-T-O,  Ling-Temco- 
Vought  and  Villager  Industries- 
have  fallen  by  over  90%,  although 
they  had  their  own  special  trou- 


bles. The  breadth  of  the  bear  mar- 
ket is  attested  to  by  the  evenness 
of  the  industry  categories.  Nearly 
all  had  from  six  to  11  companies; 
only  the  multicompanies  were  out 
of  line,  with  22  big  losers.   ■ 
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— 

LFC  Financial 

20% 

4% 

78 

t 

d  0.97 

— 

MacDonald,  E  F 

• 

24% 

5% 

79 

—  33.0 

0.66 

8 

McDermott,  J.  Ray 

103% 

16% 

84 

—  32.7 

3.00 

5 

Standard  Packaging 

233/8 

5% 

76 

* 

d  0.65 

— 

Uris  Buildings 

33y8 

10% 

70 

34.0 

0.61 

17 
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Conglomerate  of  a  Different  Color 

What,  another  conglomerate?  Yes  and  no.-  John  Billera's 
U.S.  Industries  is  a  conglomerate,  but  a  unique  one. 


"For  each  of  the  past  five  years," 
starts  U.S.  Industries'  Chairman  I. 
John  Billera— and  then  ticks  off  its  ac- 
complishments since  he  took  over  the 
management  in  1965. 

"For  each  of  the  past  five  years  our 
internal  growth  has  exceeded  15%  a 
year,  and  that  doesn't  count  any  of 
our  growth  through  acquisitions. 
We've  increased  earnings  per  share 
every  year,  and  we've  done  it  without 
changing  the  accounting  in  our  sub- 
sidiaries, without  selling  off  any  li- 
braries of  films  or  anything  like  that 
and  without  sneaking  in  profits  from 
stock  market  speculation." 

USI  has  made  more  than  90  acquisi- 
tions since  1966.  Its  $1 -billion-plus 
sales  are  spread  over  building  mate- 
rials, apparel,  machinery,  agriculture, 
services  and  plastics— about  as  con- 
glomerate as  you  can  get.  It  has  so 
many  divisions  and  so  many  busi- 
nesses that  no  single  one  accounts  for 
more  than  5%  of  profits.  Chairman 
Billera  and  his  small  staff  make  no 
pretense  at  running  all  these  busi- 
nesses. They  keep  on  the  old  manage- 
ment, simply  auditing  the  results  and 
controlling  the  cash  flow. 

USI  is  unusual  in  the  way  it  pays 
for  the  acquisitions.  USI  normally  buys 
a  business  for  dollars  and  makes  pay- 
ment in  common  stock.  But  not  all  at 
once.  The  seller  gets  part  of  his  shares 
as  down  payment;  the  remainder  he 
"earns"  over  a  five-year  period  by 
keeping  his  division's  earnings  growing 
at  an  agreed-upon  rate— on  average, 
about  15%  a  year.  If  he  lifts  them 
faster  than  that,  he  gets  his  "con- 
tingency" payment  sooner.  If  he  does 
not  achieve  the  agreed  rate  in  any 
year,  he  can  earn  his  contingency  pay- 
ment by  making  up  the  lag  later,  but 
only  within  five  years. 

This  makes  for  some  oddities  in 
USI's  financial  reporting.  In  1969  the 
company  earned  $63  million  on  just 
over  20  million  shares  of  common 
stock— $3.15  a  share.  But  it  was  able  to 
report  earnings  of  only  $2.23  a  share. 
A  relatively  small  part  of  the  discrep- 
ancy results  from  the  existence  of  an 
issue  of  convertible  preferred,  whose 
potential  dilution  must  be  allowed  for 
in  the  reported  earnings  figure.  Much 
the  larger  part  stems  from  the  4.3 
million  shares  that  USI  had  to  reserve 
at  last  year's  end  for  "contingency 
payments  on  its  acquisitions." 

If  Billera's  concept  is  a  sound  one, 
then  this  second  form  of  dilution  may 
well  be  totally  offset  by  earnings  gains. 
The  explanation  is  simple:  If  the  ac- 
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quired  company  meets  Billera's  for- 
mula, its  old  owners  get,  in  USI  stock, 
the  remainder  of  the  agreed-upon 
price.  But  to  get  the  additional  stock, 
they  have  to  effect  a  corresponding 
increase  in  earnings.  Result,  in  theory: 
no  net  dilution. 

In  spite  of  this  novel  setup,  or  per- 
haps because  of  it,  the  market  is  put- 
ting a  very  low  value  on  USI's  earn- 
ings these  days.  At  a  recent  price  of 
11,  USI  was  down  66%  from  its  1969 
high  to  just  five  times  last  year's  earn- 
ings. This,  of  course,  limits  Billera's 
ability  to  make  further  acquisitions. 
Billera  contends  that  his  freedom  is 
n  of  further  limited  by  the  recent  ac- 
counting ruling  that  would  effectively 
deny  him  the  use  of  the  pooling  tech- 
nique: "We  never  paid  fancy  prices," 
he  says,  "so  we  don't  carry  a  lot  of 


"Shove  off!"  John  Billera 
(below)  was  once  brushed 
aside  in  a  corporate  take- 
over himself.  "Some  years 
ago  two  other  men  and  my- 
self went  into  a  small  pack- 
aging firm  at  half  pay  in 
hopes  of  having  a  piece  of  it 
some  day.  It  had  been  inher- 
ited by  a  woman  who  didn't 
care  about  business.  It  was 
in  the  red  but  in  one  year 
we  were  able  to  make  red 
figures  black.  We're  right  in 
the  middle  of  expanding 
when  this  woman  begins 
screaming  about  dividends. 
Well,  one  day  the  compa- 
ny was  sold.  The  new  own- 
er came  into  my  office— I 
was  chief  financial  officer— 
and  said:  'How  would  you 
like  to  be  assistant  treasur- 
er?' I  told  him  to  shove  off." 


goodwill."  But  the  ruling  does  mean 
that  he  can  no  longer  pay  in  excess  of 
book  value  without  stunting  future 
earnings  growth. 

The  crimp  on  USI's  acquisitions 
makes  it  the  more  essential  that  USI 
companies  achieve  their  internal 
growth  goals— not  an  easy  task  in  to- 
day's economy.  Billera  admits  that  the 
heads  of  acquired  companies  might 
be.  tempted  to  exaggerate  profits  in 
order  to  earn  their  contingency  shares. 
But  he  says  that  in  practice  it  hasn't 
happened.  He  talks  of  USI's  continued 
internal  auditing  and  its  monthly  sur- 
veillance by  group  chairmen,  no  one 
of  whom  has  more  than  eight  compa- 
nies under  his  control. 

"We've  had  only  three  or  four  in- 
stances of  problems  of  that  kind  out 
of  110  companies,"  he  says.  "The  big- 
gest reason  these  companies  come  to 
us  is  that  they're  clamoring  for  some- 
one else's  capital  to  grow  on— they 
don't  want  to  risk  any  more  of  their 
own,  and  so  they  pass  up  all  of  these 
opportunities.  We  give  them  the  mo- 
tivation to  pursue  these  opportunities." 

If  an  acquisition  doesn't  pan  out, 
Billera  loses  no  sleep  over  it.  "We 
take  a  view  like  Macy's  takes  when  it 
buys  merchandise  and  then  discovers 
that  it  has  goofed.  They  have  a  fire 
sale  rather  than  expend  more  good 
money  after  bad.  We've  been  lucky: 
We've  had  just  one  such  instance  so 
far,"— a  little  defense  contractor  whose 
program  was  cancelled. 

Billera  says  that  USI  doesn't  "in- 
dulge in  the  sins  of  synergy."  Says  he: 
"We  have  1 10  accounting  departments 
and  110  purchasing  departments.  This 
is  waste.  But  we're  trying  to  perpet- 
uate small-company  dynamics.  No- 
body comes  in  and  sweeps  these  guys 
into  Department  Four— they  retain 
their  identities." 

No  question  about  it,  John  Billera 
has  an  interesting  idea  for  doing  some- 
thing nobody  else  has  yet  accom- 
plished: building  a  big  company  with- 
out killing  the  entrepreneurial  spirit 
down  in  the  ranks.  But  his  idea  also 
has  its  share  of  built-in  strain.  For  ex- 
ample, a  division  that  earns  its  con- 
tingency payment  toda\ .  when  the 
stock  price  is  sharply  down,  gets 
more  shares  than  a  division  got  whose 
contingency  payment  has  already 
been  earned.  Thus  the  first-named  di- 
vision effectively  dilutes  the  shares  of 
the  second. 

Will  Billera  succeed?  It's  too  early 
to  tell.  But  if  he  doesn't  succeed,  he'll 
certainly  hear  from  his  stockholders  in 
no  uncertain  terms;  some  40!?  of  USI's 
stock  is  held  by  the  managers  of  what 
are  now  its  divisions,  and  the  per- 
centage is  rising.  It's  a  case  where  the 
stockholders  not  only  own  the  com- 
pany, they  manage  it  as  well.   ■ 
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The  Money  Men 


When  Richard  Carney  Buys  Goldfish 


Carney  of  Lionel  Edie 


Richard  P.  Carney  is  31  years  old 
and  has  never  gone  to  business 
school.  Nevertheless,  he  manages 
two  mutual  funds  backed  by  pres- 
tigious Lionel  Edie  &  Co.,  which  in 
turn  is  owned  by  Merrill  Lynch, 
Pierce,  Fenner  &  Smith.  One  fund, 
with  $10  million  in  assets,  is  de- 
signed for  tax-exempt  institutions; 
the  other,  with  $6  million,  is  for 
individuals  seeking  special  growth 
stocks.  Both  are  much  smaller  than 
planned  because  Edie  brought 
them  out  in  August  of  1969.  Car- 
ney, the  man  who  runs  them,  would 
have  looked  something  like  a  cliche 
in  the  context  of  the  1962-69  bull 
market.  In  today's  market  he  looks 
more  like  a  vestigial  remain.  And  in 
tomorrow's  market  he's  an  enigma. 

The  trouble  with  dismissing  him 
out  of  hand,  however,  is  that  most 
truths  are  so  simple  they  end  up  as 
cliches.  And  that's  why  they  are  so 
hard  to  see. 

Richard  Carney  wanted  to  talk 
to  Forbes  because  he  "firmly  dis- 
agreed" with  a  recent  Forbes  arti- 


cle (June  15)  in  which  Leon  Levy, 
the  head  of  Oppenheimer  &  Co.,  ex- 
pressed the  opinion  that  the  stock 
market  would  right  itself  with  the 
help  of  large,  good-balance-sheet 
blue  chips.  But  Carney's  idea 
about  blue  chips  deserves,  at  the 
very  least,  a  respectful  hearing;  he 
knows  a  great  deal  about  them  for 
someone  of  his  age.  Before  getting 
his  own  funds,  he  had  worked  for 
four  years  as  a  portfolio  manager  at 
the  staid  U.S.  Trust  Co.,  and  then 
for  three  years  for  Lionel  Edie  in 
Los  Angeles,  where  he  was  man- 
ager of  one  of  the  State  of  Califor- 
nia's pension  trusts. 

"I  suppose  that  in  a  way  I  agree 
with  Levy's  investment  approach," 
says  Carney.  "But  I  don't  see  why 
one  has  to  limit  one's  investing  to 
large— and  in  most  cases  essentially 
boring— companies.  And  I  complete- 
ly disagree  with  the  inference  that 
growth  companies  are  dead,  that 
money  can  no  longer  be  made  in 
companies  like  these.  If  the  so- 
called    balance-sheet    approach    is 


good  for  large  companies,  why  can't 
you  apply  it  to  smaller  companies? 
There  certainly  are  plenty  of  smaller 
companies  around  with  just  as 
sound  balance  sheets  as  some  of 
these  so-called  blue  chips,  and  a 
smaller  growth  company  has  so 
much  further  to  go." 

This  essentially  is  the  line  that  T. 
Rowe  Price  and  Arnold  Bernhard 
took  some  35  years  back  in  a  mar- 
ket that  was  recovering  from  a  se- 
vere depression.  More  recently  it 
has  been  peddled  by  such  financial 
highfliers  as  Fred  Carr  and  Fred 
Mates.  So  it  is  at  least  tempting  to 
reply,  "So  what  else  is  new?" 

And  yet,  what  Carney  says  about 
small  growth  stocks  being  a  good 
investment  can  often  be  true,  and 
in  good  markets  generally  is  true. 
Much  of  what  he  has  to  say  makes 
solid  sense,  especially  when  he  talks 
about  his  investment  choices  in 
those  most  basic  and  pragmatic 
terms— that  is,  return  on  equity, 
what  the  company  produces  and 
how  it  is  managed. 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
Chattanooga,  Tennessee  37402 

OIL  AND  GAS  DIVISION 

Minerals  ownership, 
exploration  and  development. 

WHELAND  FOUNDRY  DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 


FOR  LESS  THAN  THE  PRICE  OF 

ONE  BAD  MEAL 
FOR  TWO 

ENJOY  52  ISSUES  OF 

Forbes  Magazine's 

Had  a  bellyful  of  paying  astronomic  prices  for 
gastronomic  disasters?  Then  try  some  really 
reliable  advice.  Our  FORBES  Guide  prints  the 
most  candid  restaurant  reviews  ever  written. 
Tells  you  all  you  could  want  to  know  about 
New  York  City's  best  restaurants,  and  some 
that  are  merely  masquerading  as  the  best.  We 
carry  no  advertising,  so  aim  to  please  only  you. 
Our  wise,  food-loving  editors  guide  you  to  de- 
licious values  all  over  town.  They  cover  6  or  7 
restaurants  in  every  issue.  For  the  price  of  one 
bad  meal,  you  guarantee  yourself  nothing  but 
good  ones— thousands  of  them— from  now  on. 
That's  FORBES'  idea  of  a  wise  investment. 


SPECIAL 
TRIAL 
OFFER 

Try  our  Guide  for  11  weeks  for  just  $5  (about 
70  reviews).  If  you  like  it  take  the  option  of 
becoming  a  Charter  Subscriber.  In  which 
case  you'll  rate  a  price  reduction  of  ONE 
THIRD.  There's  more.  Orders  postmarked  with- 
in 10  days  will  receive  a  FREE  Rating  Index  to 
all  restaurants  covered  to  date.  And  money 
back  if  you  don't  find  you're  dining  better  in 
New  York  City. 

Mail  this  ad  today  with  name,  address,  and  $5 
Check  to  FORBES  MAGAZINE'S  RESTAURANT 
GUIDE,  Dept.  R-0136,  60  Fifth  Ave.,  New  York, 
N.Y.  10011. 
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The  Money  Men 


"So  far,"  he  says,  "we've  invested 
in  30  companies  that  are  what  I 
call  growth  companies,  and  they  all 
have  as  sound  balance  sheets  as  any 
around.  When  I  invest  in  a  com- 
pany, the  first  thing  I  look  at— and 
I  get  about  100  ideas  or  suggestions 
a  day— is  return  on  equity.  If  a 
company  doesn't  have  at  least  15% 
or  better,  I  won't  even  consider  it. 

"The  reason  I  look  at  return  on 
equity  is  that  I  think  it's  the  best 
way  of  telling  if  a  so-called  healthy 
company  has  control  of  its  own 
destiny— that  is,  can  finance  its  own 
expansion  internally  besides  con- 
trolling its  product's  market.  I  don't 
think  we're  going  into  a  depression; 
but  I  do  think  that  companies,  es- 
pecially the  smaller  ones,  are  going 
to  have  trouble  getting  financing 
for  the  next  few  years,  so  it's  essen- 
tial that  a  company  can  provide  its 
own  financing  one  way  or  another. 

"The  companies  that  we're  into 
so  far  are  mainly  one-product  com- 
panies that  have  a  certain  control 
over  their  markets  and  whose  prod- 
uct people  will  buy  almost  regard- 
less of  how  much  it  costs,"  says 
Carney.  In  other  words,  what  Car- 
ney would  call  a  "razor-blade"  type 
of  company. 

It  is  only  when  Carney  starts  to 
describe  the  kind  of  company  he 
likes  that  he  begins  to  sound  almost 
more  like  a  venture  capitalist  than 
a  pure  stock  market  investor.  "Well, 
you  see  when  I  was  living  in  Malibu 
I  wanted  to  put  down  some  floor- 
boards out  on  my  porch.  So  I  went 
to  this  store  called  Standard  Brand 
Paints,  which  is  a  chain  in  Southern 
California,  and  the  place  is  fantas- 
tic. It  may  sound  run  of  the  mill, 
with  the  name  and  everything,  but 
once  you've  gone  to  one  you're  sure 
to  go  back  when  you  need  some- 
thing for  the  house.  On  top  of  this, 
they  have  a  28%  return  on  equity, 
and  they're  so  conservative  they 
don't  even  lease  their  stores,  they 
own  them.  .  .  . 

"Then,  you  see,  I  went  to  buy 
some  fish,  and  it's  no  longer  like 
getting  those  goldfish  you  used  to 
get  in  the  round  glass  jar  with  ev- 
erything included  except  the  card- 
board box  of  fish  meal.  You've  got 
to  get  a  tank  and  a  filter  and  other 
fish  to  keep  the  fish  company  and 
then  a  thermometer,  and  by  the 
time  you've  left  the  store  you've 
spent  $100  at  least,  and  you'll  prob- 
ably go  back.  And  in  most  stores 
all  this  stuff  is  manufactured  by  a 


single  company  named  Sternco." 
Then  Carney  rapidly  ticks  off  sev-- 
eral  companies  in  his  portfolio  and 
why  he  likes  them:  "The  beauty  of 
McDonald's  Hamburger  is  that  it's 
recession  resistant.  A  housewife  may 
decide  that  she  can  cook  chicken 
cheaper  than  Kentucky  Fried,  but 
she  knows  that  she  can't  make  ham- 
burgers as  cheaply  as  McDonald's. 
Velcro?  Last  year  it  made  $3.5  mil- 
lion on  sales  of  $12  million,  and  this 
year  it  will  be  marketed  by  3M 
wherever  Scotch  Tape  is  sold.  Can 
you  imagine  that?  A  razor-blade 
company,  that's  what  it  is,  just  like 
Swingline."  Carney  readily  concedes 
that  some  of  his  choices  may  prove 
to  be  mistakes— like  the  mistakes  he 
made  on  Frank's  Nursery  and  Ol- 
sten Corp.,  among  others.  But  he 
feels  that  most  of  them  should  soon 
be  going  up. 

Against  the  Current 

It's  all  very  logical  and  pragmatic 
and  down  to  earth,  and  if  the  mar- 
ket does  start  to  go  up,  some  of 
these  stocks  should  rise.  Unfortu- 
nately most  of  those  he  has  bought 
so  far  are  down,  and  both  of  his 
funds  are  down  about  20%. 

"May  and  June  were  really 
tough,"  says  Carney.  "When  we 
started  the  two  funds  back  last 
August,  it  was  pretty  rough,  be- 
cause everyone  kept  telling  me  that 
the  market  had  reached  its  bottom 
at  840  and  that  I'd  missed  the  rally 
by  putting  all  the  money  in  com- 
mercial paper.  I  was  right,  at  least 
then,  but  then  I  started  investing  in 
early  May  because  I  thought  and 
still  think  that  most  of  these  com- 
panies have  reached  their  bottom. 
But  it  was  pretty  difficult  investing 
when  every  24  hours  your  decision 
looked  wrong. 

"Now  I  do  think  that  we've  hit 
the  bottom  and  that  the  market  is 
on  the  way  up.  Because  of  it,  there 
will  probably  be  some  announce- 
ment soon  by  the  Administration 
that  inflation  is  slowing.  Stores  like 
Macy's  have  no  inventories  left,  and 
will  soon  have  to  start  replenishing 
them.  And  my  father,  who  is  in  the 
air-conditioning  business,  says  that 
you  have  to  look  at  the  real  whole- 
sale prices,  which  are  deflating 
much  more  rapidly  than  the  so- 
called  list  wholesale  prices." 

Again,  it's  all  very  logical  and 
reasonable,  and  perhaps  the  market 
will  act  in  a  logical  way. 

Just  this  once.  ■ 
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Empire  Reborn 


An  echo  from  decades  past,  the  name  Patino  is  again  be- 
coming a  force  to  be  reckoned  with  in  the  world  of  mining. 


When  the  Bolivian  tin  mines  were  na- 
tionalized in  1952,  the  Patino  family 
shifted  from  the  business  pages  to  the 
society  pages.  The  five  children  of 
founding  father  Simon  I.  Patino  had 
lost  the  Andean  mines  that  were  the 
original  source  of  a  family  fortune 
once  estimated  at  S2  billion.  They 
were  far  from  broke,  however,  having 
long  since  spread  their  investments 
across  the  world.  They  went  on  throw- 
ing lavish  parties  in  palatial  villas  all 
over  Europe.  Nor  did  they  allow  the 
Patino  name  to  die  out  in  the  busi- 
ness world. 

Today  the  Patino  Mining  Corp.  is 
alive  and  well  and  run  from  Toronto 
by  a  Canadian  team  headed  by  Ed- 
ward Erskine  Carter.  It  is  listed  on  the 
Toronto  Stock  Exchange  and  has 
4,500  minority  stockholders  who  own 
431?  of  the  4.3  million  shares.  Why 
Canada?  "Partly  for  the  stable  political 
environment,  partly  for  the  tax  struc- 
ture," says  Carter. 

Though  no  Patino  is  active  in  the 
company,  they  still  control  it.  And, 
like  the  Patinos.  the  company  is  global 
in  scope.  Says  Carter:  "When  the  Bo- 
livian assets  ware  nationalized,  the 
family  still  had  interests  in  tin  smelters 
in  England  and  tin  mines  in  Nigeria 
and  Malaya.  The  team  we've  put  to- 
gether here  turned  the  company  into  a 
diversified  metals  group  with  interests 
in  mining,  smelting  and  marketing. 
We've  got  a  good-sized  copper  stake 
here  in  Canada,  which  is  expanding. 
Were  developing  another  in  Spain, 
and  hope  to  do  the  same  in  Mexico. 
There's  a  S200-million  nickel  opera- 
tion getting  started  in  New  Caledonia 
in  which  we  are  a  30%  partner.  That 
is  going  to  be  our  biggest  payoff  in 
the  next  decade." 

PMC  itself  is  pretty  small;  1969 
revenues  were  $23  million.  But  it  con- 
trols 60-odd  companies  around  the 
world  with  revenues  of  S900  million. 
Behind  it  all  lies  the  Patino  family  cor- 
poration, Cobanisa,  incorporated  in 
Panama,  which  holds  a  57%  interest 
in  PMC.  Antenor  Patino,  Simon's  eld- 
est son,  is  PMC  chairman,  and  two 
other  family  members  sit  on  the  board. 

By  the  time  in  1952  {see  box,  p. 
36)  that  poverty-stricken  Bolivia  final- 
ly shook  itself  free  from  the  iron  grip 
of  the  Patinos,  they  had  long  since 
moved  most  of  their  wealth  beyond 
the  grasp  of  their  native  land.  So 
tightly  did  they  control  world  tin  mar- 
kets that  the  Bolivian  government  had 
no  choice  but  to  continue  dealing  with 
Patino  middlemen  in  order  to  sell  the 


Big  Spenders.  The  five  chil- 
dren of  Simon  Patino  have 
far  to  go  to  match  him  in  lav- 
rsh  spending:  He  kept  man- 
sions all  over  the  world  that 
he  seldom  even  visited.  But 
Simon's  eldest  son  Antenor 
(above)  is  coming  along.  He 
threw  a  party  where  1,200 
people  drank  1,800  bottles 
of  champagne  and  600  bot- 
tles of  whiskey.  He  settled 
the  Patino  expropriation 
claim  against  Bolivia  in  a 
novel  way:  In  return  for  a 
small  indemnity  to  the  fam- 
ily, Bolivia  agreed  to  legal- 
ize divorce— thus  recogniz- 
ing his  second  marriage.  The 
Catholic  Church  excommuni- 
cated lawmakers  for  that.  Be- 
fore 1952,  the  Patinos  com- 
plained that  steep  export 
taxes  robbed  their  mines  of 
almost  all  profit.  But  a  UN 
Technical  Mission  found  tax 
evasion  by  wealthy  people 
to  be  extremely  widespread. 


tin  that  was  the  backbone  of  its  econ- 
omy. And  not  only  that:  Bolivia 
wound  up  paying  the  Patino  family  a 
$10-million  indemnity. 

Although  the  Patinos  continued  to 
jet-set  around  Europe,  they  put  a 
good  many  of  their  interests  into  To- 
ronto-headquartered PMC,  including, 
of  all  things,  the  Bowie  Race  Track 
in  Maryland  and  the  Freehold  track  in 
New  Jersey.  In  1957  they  brought 
Erskine  Carter  in  to  run  and  expand 
the  businesses. 

"Before  I  got  here,  the  family  in- 
vested in  a  copper  property  in  Que- 
bec," says  Carter.  "I  was  a  lawyer 
acting  for  the  vendor  in  that  deal,  and 
they  had  no  North  American  manage- 
ment at  the  time.  They  turned  around 
and  asked  me  to  look  after  things. 
What  they  said  was,  'Do  something 
with  these  properties.' " 

Carter  decided  to  put  together  a 
completely  new  Patino  mining  group. 
He  recalls  that  "copper  prices  fell  out 
of  bed  just  when  we  took  over  the 
property— they  went  from  50  cents  a 
pound  to  24  cents."  By  putting  togeth- 
er a  mining  team  and  expanding  pro- 
duction anyway  (from  500  tons  to 
2,700  tons  daily),  he  was  sitting  pretty 
when  prices  rose  again  (to  a  recent 
62  cents). 

Tiny  PMC  impressed  the  Patino 
family  in  the  way  they  understood 
best— by  making  money.  PMC's  rev- 
enues rose  27%  between  1964  and 
1968.  Earnings  rose  54%  in  the  same 
period.  "We  had  demonstrated  com- 
petence," says  Carter,  "and  the  family 
was  more  than  willing  for  us  to  take 
over  other  mining  operations."  Which 
explains  how  three  tin  companies 
based  in  Britain  and  controlled  by  the 
family  came  to  be  reorganized  two 
years  ago  as  the  Consolidated  Tin 
Smelters  group  (1969  revenues:  $212 
million),  with  56%  (later  70%)  con- 
trol transferred  to  PMC  in  Toronto. 

Last  year,  Carter  went  a  step  fur- 
ther. The  English  tin  companies  al- 
ready had  a  38%  interest  in  Amalga- 
mated Metals,  another  British  holding 
company  with  $643  million  in  reve- 
nues last  year.  With  the  family  giving 
the  green  light,  Carter  increased  that 
minority  interest  to  52%.  When  the 
smoke  cleared,  his  little  Toronto  com- 
pany sat  at  the  top  of  a  pyramid  of 
companies  that  included  100%-owned 
British  Metals  Corp.,  46%-owned  (and 
U.S.-based)  C.  Tennant  Sons,  Henry 
Gardner  Co.,  and  another  60  compa- 
nies around  the  world  that  were  chief- 
ly metal  traders. 
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For  all  of  this,  the  Patinos  are  not 
entirely  happy  with  what  is  happen- 
ing in  Canada.  Once  again  they  are 
talking  of  pulling  up  stakes  and  trans- 
ferring their  headquarters  elsewhere. 
The  recent  unpegging  of  the  Cana- 
dian dollar  is  raising  export  prices  of 
Canadian  minerals,  making  them  less 


Men  like  Simon  Patino  know  no 
loyalty  except  to  family  and  to 
wealth.  A  ruthless,  almost  unlet- 
tered man,  he  rose  from  abject 
poverty  in  the  desolate  Bolivian  An- 
des to  riches  and  international  glit- 
ter. A  man  of  mixed  blood,  despised 
by  the  tiny  Castilian  minority  that 
ruled  Bolivia,  he  came  to  dominate 
the  country.  Far  from  remembering 
those  who  shared  his  humble  ori- 
gins, he  oppressed  his  labor  and 
exploited  his  native  land. 

Patino  started  as  a  small  trader 
in  the  1890s,  and,  legend  has  it, 
was  a  sharp  and  not  very  scrupu- 
lous card  player.  The  story  goes 
that  he  grubstaked  tin  miners  and 
got  his  first  mine  in  settlement  of  a 
gambling  debt.  The  tin  mines 
weren't  worth  much  then.  Tin  was 
used  mainly  for  pewter  and  for 
church-bell  casting.  But  then  came 
the  hot-dip  process  for  tin-plating, 


competitive.  Moreover,  new  Canadi- 
an tax  proposals  threaten  to  subject 
some  of  PMC's  non-Canadian  earnings 
to  Canadian  taxation.  That  the  Pa-  f 
tinos  do  not  like.  "If  these  taxes  go 
through,"  says  Carter,  "we  may  have 
to  reconsider  the  base  of  our  opera- 
tion here." 

■From  Rags  to  Rolls-Royces 

and  the  tin  can  was  born.  Backed 
by  British  money,  Patino  became 
the  tin  king  of  the  world.  World 
War  I  made  his  fortune.  In  the 
Twenties,  Simon  Patino  was  ranked 
with  the  Rockefellers,  the  Roth- 
schilds, the  Nizam  of  Hyderabad 
and  others  as  one  of  the  richest 
men  on  the  globe. 

Patino   went   on  to   buy  banks, 

Simon  Patino 


So,  once  again,  the  Patino  interests 
may  pack  up  and  move.  But  that's 
nothing  new  for  them.  And  with  the 
New  Caledonia  nickel  operation  prom- 
ising big  things  to  come  for  them  in 
the  next  five  j  ears,  Patino  will  remain 
a  name  to  be  reckoned  with  in  the 
world  of  mining.  ■ 


railroads,  steamship  fines  and  help 
pay  for  the  disastrous  Gran  Chaco 
War  with  Paraguay',  which  in  the 
Thirties  decimated  Bolivia's  man- 
power. As  his  country's  biggest  tax- 
payer, Patino  made  and  broke  gov- 
ernments and  lorded  it  over  the 
fair-skinned  Castilian  elite.  Still 
snubbed  at  home  because  he  was 
dark  and  half-Indian,  he  got  him- 
self appointed  Bolivia's  Minister, 
first  to  Madrid,  then  to  Paris,  and 
settled  in  Europe,  surrounded  by 
luxury.  He  married  Iris  eldest  son  to 
the  niece  of  the  King  of  Spain  (they 
later  were  divorced),  his  other  chil- 
dren into  the  nobility  and  top  Eu- 
ropean industrial  families.  During 
the  worst  years  of  the  Depression, 
he  kept  a  fleet  of  Rolls-Royces. 

In  later  years  before  his  death  in 
1947  (at  age  86)  he  still  had  his 
money,  but  the  mining  part  of  the 
business  started  going  sour.  The 
Hochschild  and  Aramayo  interests 
broke  his  Bolivian  tin  monopoly. 
The  electrolytic  tin-plating  process 
cut  demand  for  tin.  Mines  in  East 
Asia  (some  partly  Patino-owned) 
glutted  the  tin  market.  As  a  result, 
the  Patino  heirs  did  not  gready 
grieve  when  die  Bolivian  govern- 
ment took  over  the  mines.  They 
had  lived  in  Europe  for  years,  and 
the  bulk  of  the  family's  investments 
since  1920  were  outside  Bolivia. 
Even  then,  they  had  the  last  laugh: 
So  tighdy  did  the  Patinos  control 
the  world's  smelters  and  distribu- 
tion of  tin  that  the  Bolivians  had  to 
market  their  ore  through  the  fam- 
ily. Today  Bolivia's  tin  still  goes 
mainly  to  Patino-controlled  compa- 
nies in  England  for  smelting,  and 
tin  prices  have  improved  lately 
( SI. 60  a  pound  vs.  SI  in  1952). 

There  are  persistent  rumors  of 
bickering  among  the  Patinos  over 
their  inheritance,  but  the  present 
head  of  the  family,  Simon's  eldest 
son  Antenor,  is  the  image  of  a 
courtly  Old  World  gentleman.  Now 
75  years  old,  he  divides  his  time 
between  estates  in  France  and  Por- 
tugal, throws  lavish  balls  and  col- 
lects Old  Masters  and  antiques.  Bo- 
livia, the  source  of  his  patrimony, 
remains  as  steeped  as  ever  in  pov- 
erty, violence  and  ignorance. 
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There's  a  lot  of  talk  today  about  the  new  approaches  to  media  advertising 
selection. 

Demographics  are  out. 

Life-style  is  in.  Psychographics.  Attitudinal  motivations. 

It's  how  you  spend  your  time  and  money  that  counts 

Occupation?  Education?  Social  Position?  Just  relative  terms.  So  are  the 
old  reliables  like  Age,  Sex  and  Marital  Status. 

Advertisers  must  reach  the  doers.  People  who  move  things  and  other 
people. 

It's  not  the  cost  of  the  car  you  drive.  It's  how  many  cars  you  have  to  own. 

It's  not  where  you've  been.  It's  where  you're  going. 

Not  whether  you  party.  It's  how  often. 

Not  just  owning  stocks.  It's  running  companies. 

Just  having  is  out.  Action  is  in. 

Involvement. 

You've  got  to  reach  those  who  participate  if  your  ads  are  to  pay  oft. 

Are  FORBES  readers  in? 

All  those  dull  demographics  show  that  FORBES  readers  are  consistently  found 
in  the  highest  echelons  of  income,  education,  occupation  and  social  position. 

Obviously  hard-core  establishment. 

Stuffy?  Staid?  Out  of  it? 

Not  so!  Take  a  look  at  the  life-style  comparisons  which  follow.  They  prove 
that  FORBES  is  where  the  action  is.  And  you  better  believe  it. 


Culver  Pictures 


%  ADULTS  OWNING  A  CAR 


%  ADULTS  OWNING  TWO  OR  MORE 
CARS  BOUGHT  NEW 


FORBES 

Business  Week 

Fortune 

U.S.  News 

New  Yorker 

Harper's/Atlantic 

Newsweek 

National  Geographic 

Sports  Illustrated 

Time 

Saturday  Review 

Reader's  Digest 

Life 

Look 

Holiday 

U.S.  Total 


FORBES 

Fortune 

Harper's/Atlantic 

Holiday 

Newsweek 

BusinessWeek 

Saturday  Review 

Time 

National  Geographic 

U.S.  News 

New  Yorker 

Sports  Illustrated 

Life 

Reader's  Digest 

Look 

U.S.  Total 


%  ADULTS  WHO  HAVE  PURCHASED 
THREE  OR  MORE  NEW  CARS  IN  PAST 
SEVEN  YEARS 


FORBES 

Fortune 

U.S.  News 

Saturday  Review 

New  Yorker 

Harper's/Atlantic 

Business  Week 

National  Geographic  - 

Newsweek 

Time 

Holiday 

Sports  Illustrated 

Life 

Reader's  Digest 

Look 

U.S.  Total 


FORBES 

Harper's/Atlantic 

Fortune 

Saturday  Review 

New  Yorker 

Business  Week 

Newsweek 

U.S.  News 

Time 

Holiday 

Sports  Illustrated 

National  Geographic 

Life 

Reader's  Digest 

Look 


%  ADULTS  OWNING  1968  OR 
NEWER  CAR 


U.S.  Total 


%  ADULTS  OWNING  A  CURRENTLY 
VALID  PASSPORT 


FORBES 

Fortune 

New  Yorker 

Saturday  Review 

Harper's/Atlantic 

BusinessWeek 

Holiday 

Time 

U.S.  News 

Newsweek 

National  Geographic 

Life 

Sports  Illustrated 

Look 

Reader's  Digest 

U.S.  Total 


20.8 


4.4 


%  ADULTS  OWNING  ONE  OR 
MORE  CREDIT  CARDS 

FORBES 

■■■■84.7 

Fortune 

Harper's/Atlantic 

■■177.1 

New  Yorker 

■■■76.2 

National  Geographic 

■■175.2 

Holiday 

■■174.7 

BusinessWeek 

■■174.0 

U.S.  News 

■■73.1 

Newsweek 

■■70.6 

Time 

■168.7 

Saturday  Review 

■168.7 

Sports  Illustrated 

BBS  66.6 

Life 

HI  66.3 

Look 

■  64.7 

Reader's  Digest 

■  64.1 

U.S.  Total 

■  58.4 

%  ADULTS  WHO  ORDER  DRINKS 
FROM  THE  BAR  BY  BRAND  OF  LIQUOR 


%  ADULTS  USING  BOURBON  IN  THE 
HOME  IN  THE  PAST  MONTH 


FORBES 

Saturday  Review 

Fortune 

Business  Week 

New  Yorker 

Harper's/Atlantic 

Sports  Illustrated 

Newsweek 

U.S.  News 

Time 

National  Geographic 

Look 

Life 

Reader's  Digest 

Holiday 

U.S.  Total 


FORBES 

New  Yorker 

Fortune 

BusinessWeek 

Harper's/Atlantic 

Saturday  Review 

Newsweek 

Time 

Sports  Illustrated 

U.S.  News 

Holiday 

National  Geographic 

Life 

Look 

Reader's  Digest 

U.S. Total 


FORBES 

Fortune 

BusinessWeek 

U.S.  News 

National  Geographic 

New  Yorker 

Holiday 

Newsweek 

Saturday  Review 

Reader's  Digest 

Time 

Harper's/Atlantic 

Look 

Life 

Sports  Illustrated 

U.S.  Total 


■  38.4 

FORBES 

35.5 

Harper's/Atlantic 

35.1 

Fortune 

> 

BusinessWeek 

New  Yorker 

Saturday  Review 

Sports  Illustrated 

Holiday 

Newsweek 

U.S.  News 

National  Geographic 

Time 

Look 

Life 

Reader's  Digest 

U.S.  Total 

%  ADULTS  WHO  PERSONALLY  DRANK 
SCOTCH  IN  THE  PAST  MONTH 


26.3 


%  ADULTS  INVOLVED  IN  ONE  OR 
MORE  PUBLIC  ACTIVITIES 


%  ADULTS  USING  TWO  OR  MORE 
BOTTLES  OF  GIN  IN  HOME  IN 
PAST  MONTH 


FORBES 

Fortune 

—  6.6 

New  Yorker 

B— 6.2 

Business  Week 

H5.5 

Holiday 

■■5.1 

Saturday  Review 

■  4.6 

U.S.  News 

■  4.2 

Sports  Illustrated 

|3.8 

Newsweek 

|3.7 

Time 

3.6 

National  Geographic 

3.4 

Harper's/Atlantic 

■  2.8 

■  2.5 

12.3 

1.8 

1.9 

TSWH 
TO  AC 

Life 

Look 

Reader's  Digest 
U.S.  Total 

%  ADUL 
BELONG 

D  CURRENTLY 
OUNTRY  CLUB 

FORBES 

Holiday 

Fortune 

BusinessWeek 

New  Yorker 

Newsweek 

U.S.  News 

Sports  Illustrated 

Time 

Saturday  Review 

National  Geographic 

Life 

Harper's/Atlantic 

Look 

Reader's  Digest 

U.S.  Total 


%  ADULTS  WHO  OWN  STOCKS, 
BONDS  OR  MUTUAL  FUNDS 


%  ADULTS  OWNING  SECURITIES 
-  WORTH  $100,000  OR  MORE 


FORBES 

Fortune 

New  Yorker 

Saturday  Review 

Business  Week 

U.S.  News 

Harper's/Atlantic 

National  Geographic 

Newsweek 

Time 

Sports  Illustrated 

Holiday 

Reader's  Digest 

Life 

Look 

U.S.  Total 


rftnnrp 

%  ADULTS  PURCHASING  CORPORATE 
STOCKS  IN  OTHER  COMPANIES 
IN  PAST  TWO  YEARS 

FORBES 

Fortune 

■■^■B  38.4 

Saturday  Review 

■■■  26.8 

New  Yorker 

■■■  26.7 

Business  Week 

■■1  24.6 

Harper's/Atlantic 

mm  20.5 

U.S.  News 

■I  19.1 

National  Geographic 

■  16.9 

Holiday 

■  16.4 

Newsweek 

■  15.0 

Time 

■  14.8 

Sports  Illustrated 

1  13.0 

Life 
Look 
Reader's  Digest 

U.S.  Total 

■18.7 

FORBES 

|6.3 

Fortune 

■■■■■■■3.8 

Holiday 

■■■■2.4 

Business  Week 

■■fl.7 

New  Yorker 

1MB  1-7 

U.S.  News 

■■■1.7 

National  Geographic 

■  1.4 

Harper's/Atlantic 

■■1.2* 

Newsweek 

■11.0 

Saturday  Review 
Time 

HB  !Q' 

Sports  Illustrated 

■■•9 

Life 

■  ■7 

Reader's  Digest 

■  •7 

Look 

■  •4 

U.S.  Total 

■  ■4 

%  ADULTS  WHO  HAVE  MADE  OVER 
25  STOCK  TRANSACTIONS  IN  THE 
PAST  12  MONTHS 

FORBES 

J  5.9 

Fortune 

1 5.7 

Business  Week 

■■■■■3.0 

New  Yorker 

■■■2.0*' 

Saturday  Review 

■■■1.4* 

Sports  Illustrated 

■■1.4 

U.S.  News 

■■'1.4* 

Holiday 

■■1.2* 

Time 

■a  i.o 

National  Geographic 

■  -7 

Newsweek 

■  7 

Life 

■  ■6 

Look 

■  •6 

Reader's  Digest 

■  ■5 

Harper's/Atlantic 

■  ■4" 

U.S. Total 

■  ■3 

•Projection  relatively  unstable  because  of  small  sample  base 
"Number  of  cases  too  small  for  reliability 

Source:  1970  Simmons  Study 


These  comparisons  of  audience  concentrations  from  the  1970  Simmons  Study  are 
just  a  small  sample  of  the  swinging  statistics  which  prove,  would  you  believe... 

FORBES  readers  are  a  groove. 

In  addition  to  the  fact  that . . . 

FORBES  readers  don't  just  own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 


Venture  Capital,  Corporation  Style 

Backing  new  companies  is  a  big  trend  among  dozens  of  the  biggest  names  in 
American  business.  But  their  reasons  go  deeper  than  making  a  quick  buck. 


A  BILLION-DOLLAR   COMPANY   trying  to 

branch  out  into  new  areas  doesn't 
have  an  easy  time  of  it  these  days, 
what  with  unfriendly  antitrusters  and 
new  accounting  rules  making  acquisi- 
tions more  difficult.  Internal  expan- 
sion, through  a  company's  own  re- 
search and  development  efforts,  is  no 
picnic  either.  R&D  in  brand-new  fields 
is  very  expensive,  and  fresh  ideas  often 
get  bogged  down  by  bureaucratic  con- 
ventionality and  the  need  to  concen- 
trate on  existing  product  lines. 

Most  troublesome,  though,  is  the 
people  side  of  the  equation.  Coming 
up  with  new  product  ideas  and  then 
making  them  pay  off  in  big  profits  are 
two  very  different  things.  True  en- 
trepreneurial types,  the  kind  of  men 
who  can  make  a  new  venture  go,  are 
becoming  less  and  less  enthralled  by 
giant  corporations,  salaries  and  stock 
options  of  uncertain  worth.  They'd 
rather  start  their  own  companies  and 
he  tlieir  own  bosses. 

As  a  result,  dozens  of  alert  big  com- 
panies, including  Alcoa,  Boise  Cas- 
cade. Coca-Cola,  Dow  Chemical,  du 
Pont,  Ford,  General  Electric,  Interna- 
tional Paper,  Mobil  Oil,  Singer,  Stan- 
dard Oil  (N.J.)  and  Union  Carbide, 
have  adopted  a  new  style  of  corporate 
play.  In  addition  to  acquisitions  and 
internal  R&D,  they  are  making  what 
essentially  are  venture-capital  invest- 
ments in  promising  new  technology 
fields.  Some  are  company  startups; 
others  are  ahead)  going  concerns. 
Some  are  private  outfits;  others  are 
already  traded  publicly.  All,  however, 
offer  these  giant  companies  the  op- 
portunity to  marry  their  own  vast  re- 
sources with  the  talents  and  taste  for 
risk-taking  that  is  possessed  only  by 
the  true  entrepreneur. 

'In  a  big  company  like  General 
Electric  with  a  big  overhead  and  ris- 
ing research  costs  on  current  projects, 
there  is  not  the  time,  money  or  ex- 
pertise to  start  up  a  lot  of  promising 
products,"  says  T.  Walton  Storm,  pres- 
ident of  GE's  one-year-old  investment 
subsidiary,  Business  Development  Ser- 
vices, Inc.  "You  need  some  guy  in  a 
small  company  who  already  has  start- 
ed out  working  18  hours  a  day  for 
peanuts  on  something  we  may  have 
missed.  On  the  other  hand,  he  prob- 
ably is  a  technical  man  who  abhors 
administration  or  who  may  need  ac- 
counting or  manufacturing  help.  GE 
has  an  abundance  of  such  managerial 
skills  and  other  resources." 

Storm  himself  is  an  investment  man 
who  previously  worked  on  GE's  pen- 


sion fund,  went  to  Bessemer  Securi- 
ties, then  was  rehired  by  GE  on  its 
new  corporate  planning  staff.  So  far, 
Business  Development  Services  has  in- 
vested some  $5  million  in  seven  small 
companies,  and  plans  to  invest  another 
$5  million  in  several  others. 

Merging  Them  In 

GE's  investments  thus  far  run  "be- 
tween 20%  and  45%"  of  each  company, 
all  of  which  are  privately  held.  GE 
concentrates  on  privately  held  outfits, 
says  Storm,  "because  we  ultimately 
hope  they  can  be  merged  into  the 
corporation  as  a  new  department  or 
part  of  an  existing  department,  though 
the  majority  stockholders  could  decide 
to  go  public  if  they  wanted  to." 

This  is  why  Storm's  group  is  very 
choosy  about  what  it  invests  in: 
"There  has  to  be  some  ultimate  rela- 
tionship with  one  of  our  existing  busi- 
nesses." For  example,  two  investments 
are  in  the  information-processing  field, 
one  company  making  core  memory  de- 
vices, the  other  in  software.  A  third 
has  an  electrostatic  device  for  coating 
material  with  plastic  powder.  "This 
could  eventually  fit  into  our  plastics 
department  or  even  lead  to  a  new  way 
for  insulating  electrical  wire." 

One  of  GE's  most  promising  invest- 
ments, says  Storm,  is  in  the  Avant, 
Inc.  of  Concord,  Mass.  which  makes 
photographic  systems  which,  in  min- 
utes, produce  a  finished,  sealed  identi- 
fication card  with  full-color  pictures 
of  the  subject.  Storm  thinks  that  this 
system,  with  its  innovations,  is  superior 
to  Polaroid's  similar  ID-2  Land  Identi- 
fication System,  such  as  used  on  driv- 
ers' licenses  in  several  states.  The  ID 


card,  says  Storm,  would  fit  neatly  in- 
to GE's  existing  and  growing  line  of 
plant  and  bank-protection  equipment 
such  as  alarms  and  closed-circuit  TV 
systems.  "Such  ID  cards  could  be  sold 
as  commutation  tickets,  inserted  in  toll 
machines  on  highways  and  in  subways 
until  their  value  is  used  up,"  says 
Storm.  "The  applications  could  be 
endless." 

Forest  products  producer  Boise  Cas- 
cade (Forbes,  July  15)  has  gone  into 
little  companies  for  similar  reasons. 
One  of  its  ventures  is  a  25%  interest  in 
Communications  Research  Machines, 
Inc.,  a  publishing  company.  "We  have 
options  to  buy  the  other  75%,"  says 
a  Boise  Cascade  vice  president, 
Charles  C.  Tillinghast  III  (the  son  of 
TWA's  chairman). 

General  Electric  also  is  considering 
another  investment  idea:  licensing  un- 
used GE  patents  along  with  cash  in 
budding  new  companies  that  have 
related  ideas  for  new  products  or 
processes.  Licensing  technology  is 
nothing  new,  but  actively  marketing 
patents  in  this  fashion  is.  National 
Cash  Register,  North  American  Rock- 
well, Celanese,  Owens-Illinois  and  oth- 
ers are  also  doing  this. 

The  licensing  can  work  the  other 
way  too.  Ford's  venture  group  owns  a 
minority  investment  in  little  ($10-mil- 
lion-sales)  Thermo  Electron  Corp.  in 
Waltham,  Mass.,  the  brainchild  of  Dr. 
George  Hatsopoulos,  an  ex-MIT  pro- 
fessor. Hatsopoulos  is  a  specialist  in 
thermionics,  a  method  for  converting 
heat  directly  into  electricity  without 
moving  mechanical  parts. 

"Ford  put  up  $4  million  and  we 
put  up  $2  million  to  try  and  develop 


Diving  For  More  Than  Pennies.  Marine  technology  is  one  of  the  hot,  new 
fields   that   have   attracted   the   investment   of   big    outfits   in    little   ones. 
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Practical  Professor.  His  thesis  at  MIT  inspired  Dr.  George  Hatsopoulos 
to  start  Thermo  Electron  Corp.,  one  of  Ford's  new  investments  and  now 
prime   contractor  in   an   HEW  project   for  a   low-emission   auto   engine. 


a  new  steam  engine,"  says  Hatsopou- 
los. "For  this  Ford  gets  133,000  op- 
tions to  buy  TE  stock  at  $85.  We  get 
all  the  rights  to  the  engine,  but  Ford 
gets  the  license  to  produce  it  for  auto- 
mobiles with  TE  getting  royalties  for 
that.  We  wanted  Ford  not  so  much 
for  the  money  as  for  the  services  that 
only  the  large-scale  manufacturer  of 
engines  can  give.  A  little  company 
would  not  be  able  to  mass  produce 
such  an  engine." 

Often  the  investment  by  a  big  com- 
pany in  a  little  one  starts  out  with  a 
client-consultant  relationship.  Such  is 
the  case  of  International  Paper  and 
Mobil  Oil,  each  with  minority  inter- 
ests in  Bradford  Computer  &  Systems, 
Inc.  Bradford  was  started  in  1968  by 
two  ex-vice  presidents  of  the  First  Na- 
tional City  Bank  and  two  former  ex- 
ecutives of  Computer  Applications, 
Inc.  Bradford  helped  IP  and  Mobil  set 
up  and  operate  their  computer  sys- 
tems. Bradford  Computing,  in  turn, 
also  has  put  anywhere  from  $5,000 
to  $50,000  in  seed  money  in  five  oth- 
er tiny  concerns. 

Perhaps  the  most  complex  investor- 
client-consultant  relationship  involv- 
ing large  and  small  companies  is  the 
corporate  mitosis  practiced  by  Ocean 
Science  &  Engineering  Corp.  of  Wash- 
ington, D.C.  (1969  sales:  $8.6  mil- 
lion). About  a  third  of  Ocean  Science, 
a  specialist  in  undersea  exploration,  is 
owned  by  Alcoa,  Fluor  Corp.,  South- 
ern National  Gas  Co.,  Amerada  Hess 
Corp.  and  South  Africa's  Anglo-Ameri- 
can Corp. 

In  one  venture,  Ocean  Science  is  de- 
signing an  undersea  exploration  ship 
for  Alcoa,  which  owns  about  1%  of 
OS&E.  Alcoa  and  OS&E  have  already 
formed    a    company,    Ocean    Search, 


Inc.,  to  operate  that  vessel. 

So  far,  neither  Alcoa  nor  OS&E 
have  made  money  out  of  the  deal,  since 
the  vessel  has  been  under  construc- 
tion. "However,  it  is  the  instrument  for 
furthering  the  use  of  aluminum  for 
marine  construction,"  says  Alcoa  vice 
president  William  Woodward,  who  al- 
so sits  on  OS&E's  board.  OS&E  itself 
is  counting  on  the  success  of  such 
risky  projects  to  recoup  its  current 
losses.  It  ran  almost  $500,000  in  the 
red  last  year  and  $346,000  in  the  red 
in  the  first  three  months  of  this  year. 

It  Takes  Time 

The  renewed  success  of  a  little 
Ocean  Science  &  Engineering  (it  was 
profitable  in  1967  and  1968)  depends 
a  great  deal,  of  course,  on  how  long  its 
big  investors  stick  with  it. 

GE's  Storm  thinks  big  outfits  have 
to  give  new  outside  projects  like  these 
five  years  to  make  it.  "Even  then,  you 
have  to  figure  that  out  of  every  ten 
investments  made,  two  or  three  will 
go  down  the  tube,  three  or  four  will 
rock  along  and  the  remainder  may 
prove  outstanding." 

In  the  early  Sixties,  for  example,  du 
Pont  had  more  than  a  dozen  or  so  ven- 
tures going.  Now  it  is  down  to  a  hand- 
ful with  varying  prospects.  In  1962  du 
Pont  took  a  minority  position  in  Block 
Engineering,  a  manufacturer  of  infra- 
red instruments  set  up  by  a  group  of 
optical  physicists  in  Cambridge,  Mass. 
"Dana  Laboratories,  a  test-equipment 
maker  on  the  West  Coast,  was  profit- 
able in  its  second  year  and  does  about 
$15  million  a  year  in  sales,"  says  du 
Pont's  Everett  Yelton,  former  director 
of  the  development  department  and 
now  assistant  general  manager  of  the 
plastics    department.    On    the    other 


hand,  du  Pont  and  Battelle  Memorial 
Institute's  wholly  owned  subsidiary, 
Scientific  Advances,  have  a  50-50  deal 
in  the  Holotron  Corp.  of  Wilmington, 
Del.,  where  the  payoff  is  definitely 
long  range.  Holotron's  bag  is  holog- 
raphy, in  particular  the  use  of  power- 
ful lasers  to  project  a  3-D  six-foot-by- 
six-foot  movie  on  the  wall.  "This  is  five 
to  ten  years  out,"  says  Yelton. 

The  fact  is  that  there  is  no  hard 
and  fast  rule  as  to  the  payoff  expected 
and  the  time  it  will  take  the  big  cor- 
porate investor  to  get  it.  It  all  de- 
pends on  what  the  company  is  and 
what  fields  it  has  entered.  Diversi- 
fied Technologies,  Inc.,  the  Singer 
Co.'s  investment  subsidiary,  is  less  than 
two  years  old.  It  has  put  some  $3  mil- 
lion in  a  series  of  small  outfits,  mak- 
ing everything  from  microwave  com- 
ponents to  high-speed  magnetic  tapes. 
Yet  DTI's  boss,  Gilbert  Kennedy,  says 
his  aim  is  to  "see  progress  within  three 
to  five  years,"  with  25%  or  more  return 
on  investment  from  some  ventures  by 
the  third  year. 

By  contrast,  consider  the  patience  of 
Jersey  Enterprises,  Inc.,  set  up  in  1964 
by  Jersey  Standard  to  start  new  busi- 
ness ventures.  Jersey  Enterprises' 
President  Eugene  McBrayer  thinks  it 
may  be  a  decade  before  one  of  them, 
Jersey  Nuclear  Co.,  begins  paying 
back  the  millions  already  poured  into 
it.  Staffed  with  some  30  nuclear  pow- 
er experts  hired  away  from  outfits  like 
GE  and  Westinghouse,  Jersey  Nuclear 
will  make  fuel  for  nuclear  plants,  but 
is  only  now  starting  to  build  its  fab- 
rication facilities  near  Hanford,  Wash. 

At  Coca-Cola,  Chairman  J.  Paul 
Austin's  motive  for  making  venture 
capital  investments  is  to  train  manag- 
ers for  the  parent  company  (Forbes, 
July  15).  Though  new,  Austin's  meth- 
od is  not  unlike  that  developed  by 
Minnesota  Mining  &  Manufacturing 
(Forbes,  Sept.  1,  1969).  The  big  dif- 
ference is  that  3M  develops  its  entre- 
preneurs from  within.  The  man  who 
develops  a  new  product  at  3M  may 
get  phantom  shares  of  stock  in  the 
division  that  product  may  create.  Not 
everybody  can  do  what  3M  does, 
though,  because  3M  is  so  diversified. 

Thus  are  some  very  large  and  wide- 
awake companies  attempting  to  lay 
to  rest  the  old  idea  that  giant  corpo- 
rations lack  the  flexibility  to  cash  in  on 
fresh,  innovative,  new  technology.  At 
the  same  time  they  are  cushioning  the 
impact  of  the  corporate  brain  drain  of 
recent  years,  in  which  thousands  of 
young,  highly  talented  scientist-entre- 
preneurs have  "spun  off"  from  large 
corporations  to  start  their  own  outfits. 

The  result  is  a  telling  argument 
against  the  critics  who  maintain  that 
big  corporations  and  entrepreneurship 
don't  mix.  ■ 
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Faces  Behind  the  Figures 


Of  Stern  Necessity 

When  Charles  E.  Schwab  first  went 
to  work  for  Anaconda  some  18 
months  ago,  he  may  have  been 
looking  for  mainly  a  place  to  hang 
his  hat.  A  tall,  grav-maned  Ohio- 
an,  Schwab,  now  55,  had  been 
head  of  Bunker  Hill's  lead-zinc-sil- 
ver operation  in  Kellogg,  Idaho;  and 
when  Gulf  Resources  took  over  the 
company  in  May  1968  Schwab 
abruptly  walked  out.  At  Anaconda 
he  first  ran  North  American  mining 
operations,  then  all  primary  metal 
production  except  aluminum. 

Schwab's  timing  could  hardly 
have  been  better.  Within  six 
months,  Chile  had  demanded  (and 
got)  a  half  interest  in  the  Chilean 
properties  that  normally  yielded 
over  75%  of  Anaconda's  profits.  So 
North  America  became  Anaconda's 
second  line  of  defense. 

Anaconda's  second  line  has 
proved  much  stronger  than  some 
outsiders  feared.  Its  basic  Montana 
operations,  Schwab  concedes,  are 
still  in  the  higher-cost  range  though  • 
these  costs  are  dropping.  "Compet- 
itively," Schwab  says,  "our  mine  at 
Yerington,    Nevada    can    probably 


match  any  major  mine  in  the  coun- 
try, while  Twin  Buttes,  our  big 
new  mine  in  Arizona,  is  more  than 
competitive  with  the  newer  type 
of  large-scale,  low-grade  open-pit 
operation  like  Pima's  or  Duval's." 

But  with  copper  prices  at  near- 
record  levels,  Anaconda's  problem 
these  days  is  less  cost  than  it  is  out- 
put. Chile  clipped  $50  million  or  so 
off  Anaconda's  profits  last  year,  and 
though  rising  Chilean  production 
and  a  $5-million  management  fee 
will  soften  the  blow,  another  $50 
million  will  be  clipped  this  year. 
To  meet  Chairman  Jay  Parkinson's 
prediction  that  1970  earnings  will 
match  1969's  $99  million,  Schwab 
will  have  to  scratch. 

He  has.  Overall,  Schwab  figures 
Anaconda's  North  American  pro- 
duction this  year  will  rise  by  40% 
(from  nearly  200,000  tons  last  year) 
—primarily  because  the  Twin  Buttes 
mine  is  now  in  operation  and  be- 
cause Anaconda  has  been  able  to 
expand  its  Montana  output.  Op  this 
40%  increase  alone,  Anaconda's 
North  American  earnings  could  rise 
from  $25  million  in  1969  to  over 
$35  million— without  allowing  for 
the  rise  in  U.S.  copper  prices  from 


an  average  of  around  47  cents  a 
pound  in  1969  to  60  cents  currently. 

All  this,  Schwab  makes  clear,  is 
just  a  start.  Besides  expanding  ex- 
isting U.S.  and  Mexican  mines,  An- 
aconda will  be  getting  new  produc- 
tion later  this  year  in  New  Bruns- 
wick and  British  Columbia,  and  will 
probably  soon  put  into  develop- 
ment four  major  U.S.  properties  it 
has  had  on  the  shelf  for  years. 
These  latter  alone  could  more  than 
double  the  company's  present 
North  American  production. 

"Our  goal,"  Schwab  says,  "is  to 
increase  our  North  American  out- 
put by  two-thirds  over  the  next 
five  years.  The  trick  is  to  coordi- 
nate this  with  what  you  think  is  go- 
ing to  happen  in  the  marketplace 
over  those  years."  And,  as  if  think- 
ing of  Anaconda's  Chilean  prob- 
lems, he  adds:  "What  we're  doing 
are  things  that  have  to  be  done." 

If  this  seems  like  an  ambitious 
program  for  a  man  who  has  been 
with  the  company  only  18  months, 
it  is.  But  Schwab  was  no  stranger 
to  Anaconda.  "I'd  known  so  many 
of  the  men  well  for  so  long,"  he 
says,  "that  I  could  just  walk  in  the 
door  and  feel  right  at  home."  ■ 
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Faces  Behind  the  Figures 


Oh,  What  a  Lovely  Inflation! 

Not  everyone  is  railing  against  in- 
flation these  days.  Certainly  not 
Harry  John  Hyams.  As  the  flames 
of  inflation  leap  higher,  he  throws 
logs  on  the  fire.  For  the  worse  in- 
flation gets,  the  richer  he  gets.  In 
The  City,  as  London's  financial  dis- 
trict is  called,  it's  taken  for  granted 
that  Hyams  has  profited  more  from 
inflation  than  any  other  man  in  the 
United  Kingdom  and  possibly  in  the 
world.  About  three  years  ago,  by 
prodigious  digging,  Oliver  Marriott, 
the  financial  editor  of  the  London 
Times,  was  able  to  put  together  a 
rough  estimate  of  Hyams'  personal 
fortune- £27  million,  or  $64.8 
million.  That  fortune  has  since 
ballooned. 

The  secret  of  Hyams'  success  is 
that  he  makes  a  practice  of  keeping 
office  space  untenanted— 1.25  mil- 
lion square  feet  in  metropolitan 
London,  768,000  of  them  in  cen- 
tral London. 

Hyams  has  kept  Centre  Point, 
32  stories,  300,000  square  feet, 
completely  empty  since  it  was  fin- 
ished. He  has  done  the  same  with 
Space  House,  237,000  square  feet, 
and  with  London  Bridge  House, 
155,000  square  feet. 


He's  not  crazy,  but  some  people 
think  maybe  the  law  is.  In  Novem- 
ber 1964,  the  Labour  government, 
for  a  variety  of  reason's  including 
the  problem  of  congestion,  put  a 
ban  on  constructing  new  office 
buildings  in  London.  There  was 
then  more  than  enough  office  space 
in  the  city,  but  as  the  economy 
grew,  the  demand  for  office  space 
also  grew.  Shortages  developed; 
rents  soared;  in  the  past  12  months 
alone  they  have  doubled. 

Hyams  has  aggravated  the  short- 
age by  keeping  office  space  off  the 
market. 

The  beauty  of  his  policy  is  this: 
An  office  building's  value  is  deter- 
mined by  the  rent  it  can  bring.  As 
rents  soar,  the  value  of  Hyams' 
properties  soar.  If  they  rise  quickly 
enough,  as  they  have  been  doing, 
the  capital  gains  will  more  than 
compensate  for  the  cost  of  main- 
taining the  building  and  carrying 
the  mortgage. 

Hyams,  a  tall,  elegant  man,  with 
a  neatly  trimmed  Spaniard's  beard, 
has  proved  this.  The  son  of  a  book- 
maker, he  acquired  his  real  estate 
company,  Oldham  Estate,  in  1959, 
when  it  was  little  more  than  a  shell, 
with  assets  of  less  than  £25,000. 
Hyams    was    then    31.    By    1967, 


Hyams  of  Oldham  Estate 


when  Marriott  made  his  study,  the 
assets  of  Oldham  Estate  stood  at 
£60  million,  or  $144  million. 

Today  he's  worth  far  more.  And 
while  most  of  his  fortune  is  tied 
up  in  bricks  and  mortar,  Hyams, 
who  actively  shuns  all  publicity, 
manages  to  scrape  out  enough  in- 
come to  live  in  splendid  obscurity 
at  his  $1.4-million  Charles  II  home 
in  Wiltshire.   ■ 


Ice  to  Eskimos 

He  resembles  a  breezy  operator  in 
a  1930s  movie,  with  slicked-back 
hair,  pencil  moustache,  glistening 
cuff  links,  flashy  bow  tie  and  big 
cigar.  When  he  speaks,  he  comes 
across  as  half  circus  barker,  half 
camp-meeting  evangelist.  "To  be  a 
superachiever,"  he  exhorts  listen- 
ers, "you've  got  to  develop  PMA— 
a  positive  mental  attitude." 

His  name  is  W.  (for  William) 
Clement  Stone,  68-year-old  founder 
and  chairman  of  Chicago-based 
Combined  Insurance  Co.  of  Amer- 
ica, which  he  set  up  during  the 
1920s  to  sell  small  accident  and 
health  policies  at  low  premiums. 
Egged  on  by  Stone's  ceaseless  ex- 
hortations, his  salesmen  roam 
through  factories  and  office  build- 
ings selling,  say,  income-protection 
policies  for  sickness  and  accident 
victims,  or,  more  recently,  so-called 
Little  Giant  life  insurance  policies 
averaging  only  $2,400  in  face  value. 
The  premiums  are  low  but  so  are 
the  claims  paid  out:  Where  casual- 
ty insurers  struggle  to  break  even, 


Combined  Insurance  typically  nets 
close  to  20%. 

There  can  be  no  doubt  that 
Stone  has  put  together  a  highly 
successful  operation.  Since  1960 
Combined's  revenues  have  grown 
from  $43.7  million  to  $194.8  mil- 
lion, its  earnings  from  $4.4  million 
to  $26  million.  His  personal  fortune, 
estimated  at  $400  million,  enabled 
him  to  be  the  largest  single  contrib- 
utor to  President  Nixon's  campaign. 

In  the  last  few  years  Stone's  sales 
army  has  been  selling  accident  and 
health  policies  in,  of  all  places, 
countries  with  socialized  medicine. 
A  snake-oil  trick?  Not  so,  says 
Stone:  "The  Government  takes  care 
of  your  hospital  and  medical  bills, 
and  our  policies  give  you  some  per- 
sonal income  while  you're  out  sick." 
Premium  volume  in  Britain  has 
doubled  in  each  of  the  last  five 
years,  and  the  company  has  also 
made  a  strong  showing  in  Australia 
and  New  Zealand. 

"I  don't  think  a  national  health 
plan  is  coming  here,"  says  Stone, 
"at  least  not  in  the  next  few  years. 
But  if  it  does,  we'll  be  ready."  ■ 


Sfone  of  Combined  Insurance 
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Cho  of  C.y.  Tung 


Hands  across  the  Pool 

Shipowners  with  supertankers  love 
economies  of  scale.  Marine  insur- 
ance companies  don't.  Stimulated 
by  increasing  tanker  values  and 
three  supertanker  explosions  last 
year,  insurers  have  almost  doubled 
premiums  in  12  months.  Last  year 
a  hull-and-machinery  insurance 
premium  for  a  200,000  dvvt.  (dead- 
weight ton)  tanker  was  about 
$350,000.  The  1970  annual  premi- 
um is  $680,000. 

"That  is  too  high,"  insists  Morley 
Cho,  59,  New  York-based  partner 
of  Hong  Kong's  C.Y.  Tung,  one  of 
the  world's  leading  independent 
shipowners.  "Due  to  their  lack  of 
experience  with  supertankers,  the 
insurance  companies  have  reacted 
out  of  panic.  They  do  not  yet  have 
the  figures  for  basing  premiums  on 
sound  actuarial  principles;  the  su- 
pertankers haven't  been  operating 
long  enough." 

Cho,  a  Shanghai  banker  and  in- 
surance expert  before  coming  to 
the  U.S.  in  1948,  is  urging  inde- 
pendents to  pool  together  to  spread 


the  risk  on  hull-and-machinery  in- 
surance costs. 

Does  this  mean  shipowners 
would  go  into  underwriting?  "Not 
so,"  says  Cho.  "We  want  to  work 
with  underwriters  by  taking  on 
the  bottom  layer  of  risks  ourselves." 
Ideally,  Cho  would  like  to  see  the 
oil  majors— who  have  gigantic  fleets 
of  their  own— come  into  the  pool 
too,  along  with  the  Norwegian  own- 
ers' pool. 

Cho  contends  that  the  oil  com- 
panies are  likely  to  join  in.  "The 
pattern  has  already  been  estab- 
lished with  TOVALOP,"  he  says, 
referring  to  the  international  tanker 
owners'  association  for  pollution  di- 
saster research  and  mopping-up  op- 
erations, of  which  the  oil  majors  are 
the  largest  members. 

Is  Cho,  who  received  his  MBA 
at  Wharton  in  1937,  just  rate-rat- 
tling to  scare  the  insurers?  Perhaps. 
But  independent  shipowners  may 
have  as  many  as  a  dozen  super- 
tankers each,  and  more  on  order. 
At  a  $700,000  premium  per  tanker 
per  year,  that's  a  hefty  incentive  for 
cooperation.   ■ 


Reverse  Synergy 

Forget  that  two  plus  two  equals 
five.    Strike   "synergy"    from    your 

vocabulary.  The  new  conglomerate 
math  for  the  Seventies  is  that  five 
equals  three  plus  three.  William 
Duke,  chairman  of  Whittaker 
Corp.,  even  has  a  three-syllable 
word  for  it.  Duke  calls  the  new  di- 
rection "pluralism." 

James  J.  Ling,  former  Ling-Tem- 
CO-Vought  chairman,  used  the  par- 
tial sale  and/ or  spinoff  technique 
as  early  as  1965.  But  this  spring 
Forbes  ( May  15)  predicted  that 
U.S.  business  was  entering  the  pe- 
riod of  the  divestiture  and  the  par- 
tial spinoff— Duke's  "pluralism." 
Since  then  Fred  B.  Sullivan,  chair- 
man of  $786-million-salcs  Walter 
Kidde  &  Co.,  Inc.  has  become  one 
of  the  new  era's  early  practitioners. 
So  far  this  year  Sullivan  has  sold  off 
30%  of  the  stock  of  Globe  Security 
Systems,  Inc.  for  $11.4  million  and 
is  selling  off  one  division  (Grove 
Mfg.)  for  $36.8  million.  He  has  al- 
so announced  plans  to  sell  off  part 
of  the  stock  of  two  other  divisions, 
LeFebure-Sargent  Corp.  and  Light- 
ing Corp.  of  America. 

Just  as  conglomerating  needed  its 
elaborate   rationalizations,   so   now 


does  deglomerating.  Selling  part  of 
the  stock  of  a  subsidiary  to  the  pub- 
lic gives  the  new  company  "great- 
er visibility,"  says  Sullivan.  Man- 
agements will  have  "a  new  feeling 
of  responsibility." 

But  the  main  reason  for  a  par- 
tial sale,  as  Sullivan  points  out,  is  to 
enable  the  new  company  to  com- 
mand a  higher  price/ earnings  mul- 
tiple than  the  conglomerate  parent. 
Thus,  while  Kidde  stock  sells  at  only 
six  times  earnings,  it  was  able  to 
market  600,000  shares  of  Globe  at 
$19  a  share,  19  times  earnings. 
This  accomplishes  two  things. 
Globe  now  has  a  high-priced  stock 
with  which  to  make  acquisitions 
(which  Kidde  itself  can't  make  be- 
cause of  its  low  multiple).  And 
Kidde  now  has  an  additional  $10.6 
million  in  its  treasury.  In  short, 
companies  acquired  with  the  idea 
that  two  plus  two  equal  five  are 
gotten  rid  of  so  that  the  five  can 
equal  three  and  three. 

But  shouldn't  Kidde  stock  fall  in 
value  when  earnings  are  sold  off? 
"In  a  highly  theoretical  way,  yes," 
concedes  Sullivan.  "But  if  we  sell 
it  at  a  high  multiple,  then  the  mon- 
ey we  get  can  be  redeployed  to  pro- 
duce earnings  or  used  to  reduce 
fixed  [interest]  charges."  ■ 


Sullivan  of  Walier  Kidde 
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"The  Board  just  asked  me 
to  increase  the  yield  on  our 
excess  cash  without  hurting 
liquidity. 

"I've  got  less  than  two  weeks 
to  come  up  with  the  answer!' 


The  corporate  cookie  jar  is  getting 
bare. 

In  non-financial  corporations,  the  ra- 
tio of  cash  and  Governments  to  current 
liabilities  has  shrunk  by  roughly  50  per- 
cent over  the  last  10  years.  And  receiva- 
bles collections  have  slowed  to  a  crawl. 

In  a  situation  like  this,  improving  the 
yield  on  excess  cash  isn't  just  a  nice  idea. 
It's  an  absolute  necessity. 

Here's  how  we  can  try  to  help. 

No  matter  where  you  are  in  the  U.  S., 
Merrill  Lynch  can  give  you  direct  ac- 
cess to  primary  markets  in  all  money 
market  instruments. 


You  don't  have  to  settle  for  an  instru- 
ment you  don't  really  want  just  because 
you're  in,  say,  Zanesville,  Ohio. 

We  have  offices  in  147  cities  through- 
out the  country  (including  Zanesville). 
And  we  make  a  market  in  every  money 
market  instrument:  Treasury  Bills,  Com- 
mercial  Paper,  Bankers'  Acceptances, 


Certificates  of  Deposit,  tax-exempt  notes, 
and  Government  Agencies. 

We  have  inventories  large  enough  to 
offer  a  wide  choice  of  maturity  dates  for 
each  instrument.  And  enough  buying 
power  to  take  down  large  blocks  even 
when  money  is  tight. 

We  can  help  you  whether  you're  a  big 
company  that  wants  to  invest  $10  mil- 
lion for  a  week.  Or  a  smaller  firm  that 
wants  to  buy  an  odd  lot  of  Government 
Agency  securities. 

And  for  companies  of  any  size,  we 
provide  a  liquid  market  for  all  types  of 
money  market  instruments. 

r ~^ 

Your  local  Merrill  Lynch  Account 

Executive  is  equipped  to  help  you 

use  the  money  markets  in  a  more 

^sophisticated  way.  j 

Obviously,  we're  not  going  to  come  in 
and  run  your  cash  portfolio. 

But  we  think  you'll  find  your  local 
Merrill  Lynch  Account  Executive  a  good 
source  of  ideas  and  suggestions.  He's  up 
on  things  because  he  gets  daily  reports 
from  money  market  specialists  in  our 
New  York  office. 

These  specialists  watch  yield  spreads 
like  cats  watching  mice.  They  have  a 
good  feel  for  when  Treasury  Bills  should 
be  rolled  over  for  higher  yields.  When 
Acceptances  look  better  than  Bills.When 
to  use  Commercial  Paper,  Government 
Agency  securities,  or  Certificates  of 
Deposit. 

We  even  have  people  who  specialize 
in  selecting  municipal  bonds  and  pre- 
ferred stocks  for  long  term  cash  portfo- 
lios. (Since  the  return  on  certain  pre- 
ferreds  is  85  percent  tax  free  to  corpora- 


tions, the  equivalent  net  yield  on  some 
may  run  as  high  as  12  percent.) 

With  information  like  that  available, 
your  Account  Executive  can  tailor  rec- 
ommendations to  match  your  particu- 
lar objectives.  He  can  help  you  forecast 
cash  and  concentrate  cash.  He  can  gradu- 
ally guide  you  to  a  more  sophisticated 
use  of  the  money  markets. 

For  example,  he  can  show  you  how 
to  use  Bankers' Acceptances  as  a  partial 
substitute  for  Treasury  Bills.  We  think 
Acceptances  should  be  more  widely 
used.  They  have  a  remarkable  safety  rec- 
ord, and  except  for  multi-million  dollar 
transactions,  they've  been  just  as  liquid 
as  Treasury  Bills.  Yet  they  usually  offer 
a  higher  rate  of  return. 


We  can  help  you  in  many  other  areas 
of  money  management. 


D 


Underwriting,  for  example.  We  man- 
aged more  public  offerings  last  year  than 
any  other  firm. 

Or  private  financing,  such  as  a  sale- 
and-leaseback. 

We  can  also  help  you  generate  more 
cash  internally.  By  trying  to  improve 
the  performance  of  your  pension  fund. 

Or  by  designing  a  commodity  futures 
program  to  help  control  your  raw  mate- 
rial and  inventory  costs. 

To  talk  about  improving  the  yield  on 
your  excess  cash -or  most  any  area  of 
money  management-get  in  touch  with 
Stewart  A.  Dunn,  Senior  Vice  President 
and  Director  of  our  Government  Securi- 
ties Division.  Phone  (212)  HA  2-2727.  Or 
write  to  him  at  Merrill  Lynch,  Pierce, 
Fenner  &  Smith  Inc.,  70  Pine  St.,  New 
York,  N.  Y  10005. 


Merrill  lynch  Services  for  Management 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Summer  Rally 


INVESTORS  were  happy  to  find  out 
that  Wall  Street  is  not  a  one-way 
street,  at  least  not  all  the  waj  .  At  the 
same  time  the  traditionalists,  who  look 
into  the  past  for  a  clue  to  the  Future, 
were  pleased  to  see  that  there  can  be 
a  solid  summer  rally  even  in  a  most 
miserable  bear  market.  It  has  been  a 
good  rally  so  far,  broadly  based,  led 
by  investment-quality  stocks,  and  car- 
rying the  industrial  and  utility  stock 
averages  to  new  recovery  highs.  The 
rails,  still  suffering  from  tbe  Penn  Cen- 
tral shock,  were  natural  laggards. 

Everyone,  of  course,  asks  himself 
whether  this  is  for  real  or  just  an- 
other one  of  those  bear  market  rallies 
that  tempt  the  investor  to  commit 
his  reserves  prematurely.  Some  tech- 
nical analysts  remain  frightfully  bear- 
ish. They  not  only  doubt  that  the  May 
lows  will  hold,  but  glumly  predict 
that  the  DJI  may  go  down  to  the 
500-550  level.  Listening  to  them  can 
give  you  the  creeps. 

I  do  not  share  this  extreme  pes- 
simism. While  far  from  being  a  rip- 
roaring  bull,  I  see  some  hopeful  in- 
dications that  the  worst  may  be  over. 
The  action  of  the  bond  market  dur- 

Mr.  Bid   it  a  partner  in  the  Ntw  York  Stock  Ex- 
change firm  of  Emanual,  Deetjen  I  Co. 


ing  the  past  six  weeks  has  been  im- 
pressive. Despite  a  veritable  flood  of 
new  offerings,  the  rate  of  interest  on 
long-term  investment-grade  bonds 
(rated  "A"  or  better)  has  declined 
more  than  one-half  of  1%.  Rates  are 
still  very  high,  but  there  is  a  strong 
feeling"  among  monetary  experts  that 
the  trend  is  down  and  that  a  level  of 
7/2%  to  8%  by  year's  end  may  be  in  the 
ball  park.  This  would  compare  with  a 
peak  of  9.35%  for  the  prime-rated  N.J. 
Telephone  bonds  last  June.  The  nar- 
rowing of  the  yield  gap  between  bonds 
and  stocks  is  a  favorable  development, 
making  earnings  and  dividends  on 
common  stocks  more  valuable. 

Some  second-quarter  earnings  re- 
ports were  really  bad,  and  the  num- 
ber of  dividend  cuts  and  omissions  has 
risen  sharply.  Yet,  the  market  as  a 
whole  did  not  collapse,  nor  did  the  di- 
rectly affected  stocks  (viz.  Allied 
Chemical  with  a  40%  decline  in  net  in 
the  June  quarter ) .  On  the  other  hand, 
the  market  now  responds  to  good 
news,  with  Chrysler  advancing  10%  in 
one  day  merely  because  it  got  out  of 
the  red,  and  American  Cyanamid 
making  a  new  high  for  the  year  just 
because  its  earnings  did  not  go  down. 
Immunity  to  bad  news  and  respon- 


siveness to  good  news  is  another  fa- 
vorable sign. 

Finally,  the  contraction  of  the  gen- 
eral economy  is  slowing  down.  We 
will  probably  still  see  further  declines 
in  industrial  production  and  some  in- 
crease in  unemployment,  but  these 
will  be  of  relatively  minor  proportions. 
There  could  be  an  upturn  in  business 
activity  in  the  final  quarter  of  the  year. 

Inflation,  of  course,  hasn't  been 
licked  by  a  long  shot,  but  its  pace 
is  diminishing.  The  Administration's  de- 
termination to  control  inflation  at  all 
costs  has  definitely  weakened  in  recent 
months.  Nevertheless,  any  moderation 
of  inflation  will  be  beneficial,  and  it 
will  also  make  it  possible  for  interest 
rates  to  decline  further. 

None  of  these  developments  give 
sufficient  cause  for  exuberance,  but 
they  should  serve  to  dispel  some  of 
the  deep  gloom  that  has  pervaded 
Wall  Street.  We  are  not  out  of  the 
woods  yet.  A  possibly  prolonged  strike 
is  looming  in  the  auto  industry  next 
month.  We  may  also  see  further  cor- 
porate insolvencies.  But,  again,  those 
possible  adversities  would  not  come 
unexpectedly.  They  are  as  well  dis- 
counted as  appears  to  have  been  the 
case  with  recent  poor  earnings  reports 
and  dividend  cuts. 

Good  Growrfi  at  Reasonable  P/Es 

Investors  have  become  gun-shy 
about  growth  stocks.  Their  experience 
during  the  past  couple  of  years  has 
been  costly.  But  there  is  a  great  dif- 
ference between  actual,  honest-to 
goodness  growth  and  projected  or 
manipulated  growth.  Take  a  look  at 
Purolator,  Inc.,  a  medium-sized  ($137 
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V 

Do  you  really  know 

the  company  you  keep- 

or  buy, or  sell? 

Is  your  hard-earned  capital  efficiently  invested  in  its  stock,  or 
do  other  issues  represent  better  values  for  you  in  terms  of  your 
own  personal  investment  goals? 

Do  you  know  how  the  company  earns  its  money,  how  much  it 
earns,  and  at  what  rate? 


Can  you  quickly  find  out,  without  obligat- 
ing yourself  to  anyone,  the  trend  and 
amount  of  the  company's  sales,  operat- 
ing margins,  book  value,  earnings,  divi- 
dends, dividend  pay-out  ratios,  and  price- 
earnings  ratios  for  each  of  the  past  15 
years? 

...  the  company's  annual  growth  rates 
for  sales,  cash  earnings  and  net  income 
per  share  over  various  time  periods. 
...  or  what  the  cash  earnings  per  share 
may  average  for  the  period  3  to  5  years 
from  now? 

...the  company's  debt  and  prior  divi- 
dend obligations? 

...whether  company  insiders  have  been 
buying  or  selling  on  balance?  ...  and 
what  mutual  funds  have  been  doing  in 
the  stock? 

Can  you  objectively  appraise  how  the 
stock  is  likely  to  perform  in  the  market 
(1)  during  the  next  12  months ...  (2) 
three  to  five  years  from  now...  (3)  be- 
yond five  years  from  now? 
These  are  some  of  the  many  questions 
investors  ask  in  order  to  make  intelligent 
decisions. 

If  you  have  the  answers  to  these  ques- 
tions regarding  1400  widely  held  com- 
mon stocks,  or  if  they  are  readily  acces- 
sible to  you  in  your  own  home  or  office, 
you  probably  are  already  a  subscriber  to 
The  Value  Line  Investment  Survey. 
If  you  want  to  have  answers  that  inform 
and  fortify  your  judgment  and  keep  you 
continuously  informed  on  your  invest- 
ments after  you  have  made  them  as  well 
as  before  you  select  them,  you  may  be 
ready  for  the  systematic  investment 
guidance— the  research,  analyses,  disci- 
plined evaluations,  and  recommenda- 
tions provided  every  week  by  Value  Line. 

SEE  FOR  YOURSELF -AND  SEE  WHY 

We  invite  you  to  discover  The  Value  Line 
Investment  Survey  for  yourself  under  our 


30-day  money-back  guarantee:  If  you 
are  dissatisfied  with  Value  Line  for  any 
reason,  return  the  material  within  30 
days  for  a  full  and  prompt  refund. 
The  coupon  below  will  bring  you  every 
week,  for  the  term  you  check,  full-page 
repotts  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry 
groups... plus  the  24-page  Weekly  Sum- 
mary of  Advices  &  Index,  giving  you  Value 
Line's  latest  determinations  of  what  rel- 
ative price  changes  you  can  reasonably 
expect— and  when— for  each  of  the  1400 
stocks  under  weekly  evaluation  by  Value 
Line's  70  research  specialists... plus  the 
8-page  editorial  section,  Selection  & 
Opinion,  which  includes  Value  Line's  Rec- 
ommended Stock  of  the  week  or  Special 
Situation  of  the  month  and  its  analysis 
of  the  business  and  stock  market  out- 
look. In  addition,  you  will  receive  Value 
Line's  monthly  Special  Report  on  Officer- 
Director  Transactions  and  the  quarterly 
Special  Report  on  Investment  Company 
Transactions. 

BONUS  •  With  the  annual  or  3-month 
trial  subscription,  Value  Line  will  ship  to 
you  immediately  its  2-volume  Investors 
Reference  Library,  which  will  give  you 
the  latest  reports  on  all  1400  stocks  that 
have  been  published  prior  to  your  sub- 
scription. During  the  subscription  period 
all  1400  full-page  reports  will  be  revised 
and  updated  systematically  every  13 
weeks. 

With  Value  Line  in  your  office  or  library, 
you  will  be  able  to  find  objective  and 
current  appraisals  of  the  stocks  you  buy 
,..or  sell  ...or  keep. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who  have 
had  such  a  4-week  subscription  within  the 
past  six  months. 


□    ONE  YEAR-$167 
(52  EDITIONS) 


□    3-MONTH  TRIAL-$44 
(13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus  — the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  □  Bill  me 


□ 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 
Send   me  a  4-week  intro- 
ductory subscription  to  the 
full  service  for  $5. 1  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Signature 

Name  (please  print) 

Address 

AA16-63 

City 

State 

Zip 

(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC.,  5  East  44th  Street  •  New  York,  N.Y.  10017 
(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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million  sales)  company  with  a  ten- 
year-plus  record  of  rising  per-share 
earnings,  which  holds  promise  of  sur- 
passing last  year's  peak  of  $3.84  a 
share  by  perhaps  as  much  as  10%.  This 
would  be  quite  an  accomplishment  in 
a  recession  year  like  1970.  Purolator 
stock  made  its  all-time  high  early 
this  year  at  71%  and  then  plunged  to 
a  low  of  42.  Now  it  is  selling  around 
47,  or  less  than  12  times  estimated 
earnings.  Purolator  makes  a  great  va- 
riety of  oil,  gasoline  and  air  filters  for 
the  automotive  market  as  well  as  var- 
ious other  industries,  and  in  recent 
years  Purolator  has  diversified  its  ac- 
tivities to  include  courier  and  ar- 
mored-car services  and  others. 

Associated  Spring  also  can  look 
back  over  a  decade  of  uninterrupted 
annual  increases  in  per-share  earn- 
ings, and  while  it  is  not  certain  that 
another  record  will  be  set  this  year, 
even  matching  the  $3.23  a  share  of 
1969  would  be  a  creditable  showing. 
Presently  the  stock  is  selling  only  a 
fraction  above  its  low  for  a  year  and 
at  a  P/  E  of  less  than  eight. 

Baby  Blue  Chip 

By  today's  standards  Associated 
Spring  is  a  small  company  with  a 
sales  volume  of  about  $125  million  a 
year,  but  it  is  the  biggest  company  in 
its  field  as  a  manufacturer  of  precision 
mechanical  springs.  Its  dependence  on 
the  original-equipment  automotive 
market  has  been  reduced  over  the 
past  several  years  to  less  than  one- 
fifth.  A  regular  dividend  payer  since 
1934,  AAS  is  in  good  financial  con- 
dition, and  management  owns  a  very 
substantial  amount  of  the  outstand- 
ing stock. 

A  third  company  with  a  solid  ten- 
year  record  of  rising  per-share  profits 
is  Eagle-Picher  Industries.  At  19,  the 
stock  is  also  selling  at  a  multiple  of 
only  about  eight  times  earnings  for 
the  past  12  months.  EPI  sells  a  broad 
variety  of  industrial  products  to  other 
manufacturers.  Growing  diversifica- 
tion has  lent  stability  to  its  business 
and  lessened  its  former  cyclical  char- 
acter. The  company  has  been  a  steady 
dividend  payer  for  35  years. 

U.S.  Tobacco  is  another  medium- 
sized  company  with  a  fine  growth  rec- 
ord. The  company  has  made  various 
acquisitions  in  recent  years,  diversify- 
ing its  operations.  Profits  in  1970  are 
likely  to  reach  an  all-time  high  of  $2 
a  share.  Selling  at  just  over  ten  times 
such  earnings  and  yielding  better  than 
5%,  the  stock  should  appeal  to  conser- 
vative investors. 

The  shares  of  none  of  these  four 
companies  enjoy  a  broad  market,  al- 
though all  are  listed  on  the  New  York 
Stock  Exchange.  It  is  essential,  there- 
fore, that  orders  be  placed  carefully.  ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Thesis:  A  Flat  Major  Trend 


Most  people's  stock  market  views  are 
colored  by  a  deepseated  habit  of  pro- 
jecting past  trends  into  the  future. 
This  may  have  been  chiefly  responsi- 
ble for  the  apparent  rise,  during  June 
and  early  July,  in  the  number  of  inves- 
tors who  thought  it  all  but  inevitable 
that  the  bear  market  would  take  yet 
another  deep  plunge. 

Very  understandably,  in  the  climate 
created  by  last  May's  panic,  such  fears 
seemed  only  too  plausible,  and  there 
was  little  willingness  to  accept  the 
Administration's  "line,"  followed  by  a 
number  of  private  analysts,  that  the 
economy  either  hit  bottom  in  the  sec- 
ond quarter  or  would  do  so  in  the 
third.  This  skepticism  was  clearly  ex- 
pressed by  the  collapse  of  price/earn- 
ings ratios  for  a  great  main  stocks  to 
levels  so  low  that  they  seemed  to  re- 
flect no  advance  discount  whatever 
for  either  a  cyclical  earnings  recovery 
or  for  a  resumption  of  longer-term 
earnings  growth  at  any  time.  To  nu- 
merous investors,  these  low  valuations 
seemed  to  say  instead  that  much 
was  yet  to  come,  perhaps  a 
deep  commercial  and  financial  crisis  in 
the  U.S.  and,  consequently,  a  world- 
wide business  depression. 

Technicians  seem  as  prone  as  any- 
one else  to  take  this  extremely  dim 
view  by  way  of  rationalizing  a  pro- 
jection of  the  future  as  an  extension 
of  past  trends.  A  popular  dictum 
holds,  after  all,  that  a  trend  will  con- 
tinue until  it  is  reversed.  Selt-evident 
as  it  is,  this  dictum  is  also  a  truism— 
which  some  dictionaries  define  as  a 
proposition  that  states  nothing  not  al- 
ready implied  in  one  of  its  terms.  But 
'  truisms  can  be  most  persuasive,  so  it 
is  not  surprising  that  many  technically 
oriented  investors  felt  justified  in  giv- 
ing weight  to  a  variety  of  chart  pro- 
jections that  seem  to  foreshadow  an 
eventual  further  drop  in  stock  prices 
to  a  final  bear  market  bottom  in  the 
low  500s  of  the  Dow,  or  even  lower. 

To  my  mind,  these  projections  are 
suspect,  perhaps  partly  because  I  in- 
stinctively distrust  plausible  stock 
market  truisms,  but  in  the  main  be- 
cause we  now  have  a  considerable 
body  of  evidence  substantiating  the 
Federal  Reserve's  firm  determination 
to  abort  any  liquidity  crisis  in  the  fi- 

Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


nancial  markets  {see  these  columns 
for  recent  months).  If  the  threat  of 
such  a  crisis  is  thus  more  apparent 
than  real,  another  stock  market  panic 
should  not  be  inevitable.  And  barring 
another  panic,  projections  of  a  col- 
lapse in  stock  prices  to  levels  far  under 
last  May's  lows  must,  I  think,  be  ra- 
tionalized principally  by  assuming  a) 
that  corporate  earnings  during  the 
second  half  of  1970  will  be  much 
worse  than  recent  severely  depressed 
stock  valuations  appear  to  allow  for; 
and/or  b)  that  corporate  earnings  will 
not  be  rising  again  until  long  after 
year  end.  The  first  of  these  premises 
strikes  me  as  not  very  tenable,  given 
the  great  attrition  in  price/ earnings 
ratios  that  has  already  taken  place. 
The  second  premise,  too,  seems  weak 
because,  almost  certainly,  monetary 
and  fiscal  policy  will  be  at  least  mod- 
erately stimulative  over  the  next  six 
to  12  months. 

Foundation 

Therefore,  I  think  it  is  more  sensi- 
ble to  persist  in  the  view  that  the  over- 
all stock  price  movement  since  late 
May  has  been  tracing  out,  and  will 
continue  to  do  so  for  some  time  ahead, 
a  major-trend  base  structure  by  means 
of  which  the  bear  market  can  be  re- 
versed and  the  groundwork  for  a  new 
bull  market  established.  I  am  encour- 
aged *in  this  view  by  the  fact  that  the 
stock  market's  retreat  from  the  initial 
post-panic  rally  provided  a  first  suc- 
cessful test  of  the  panic  lows.  More- 
oxer,  the  setback  (June  3-July  7) 
exhibited  some  of  the  technical  char- 
acteristics usually  associated  with 
a  secondary  reaction— relatively  low 
share  turnover,  no  acutely  climactic 
selling  in  "breadth"  and  a  marked  rise 
in  odd-lot  short  selling.  Secondary  re- 
actions, by  definition,  run  counter  to 
the  direction  of  the  basic,  "primary" 
(or  major)  trend,  so  the  appearance 
of  one  should  mean  that  the  major 
trend  is  no  longer  down. 

Nevertheless,  I  doubt  that  the  stock 
market  can  stage  a  big,  prolonged  ad- 
vance any  time  soon.  Accordingly,  I 
envisage  an  essentially  flat  major  trend 
for  the  next  several  months,  in  the 
shape  of  a  broad  trading  range,  with 
highs  in  the  Dow  720-750  range  and 
conceivably  including  at  least  one 
test  of  the  630-670  zone.   ■ 
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an  organization  that,  for  over  64  years,  has 
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ment portfolios? 
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•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
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STOCK  TRENDS 

By  Robert  Stovall 


The  Junkman  Cometh 


Students  of  annual  reports  and  older 
analysts  who  have  gained  humility 
with  the  passage  of  time  know  that 
the  proper  way  to  read  an  annual  re- 
port is  in  the  same  fashion  as  one 
scans  a  Chinese  newspaper;  from  right 
to  left.  That  is,  begin  with  the  notes 
to  the  financial  statements,  move 
through  the  facts  and  figures  while 
your  attention  is  keenest,  wade 
through  the  descriptive  material  and 
read  the  management's  inspirational 
message  last. 

Now  every  professional  is  aware  of 
balance  sheet  analysis  or  claims  he  is. 
This  group's  early  practitioners,  in- 
cluding the  author,  shared  a  feeling 
of  inferiority  through  most  of  the 
1960s  when  this  type  of  work  pro- 
duced little  but  yawns.  People  seemed 
more  interested  in  following  the  ex- 
ploits of  "teenage"  money  managers 
who  had  reputations  long  before  they 
had  earned  the  cost  of  their  MBAs. 
But  now  analysis  is  back  in  style  and 
"stories"  and  wild  earnings  projections 
are  out  of  style.  There's  a  new  cult  in 
the  making  and  it's  going  to  be  very 
different  from  the  last  one. 

Because  of  the  trauma  caused  by 
the  depth  and  breadth  of  the  1969-70 
bear  market,  earnings  estimates  and 
dividend  durability  will  be  suspect  for 
another  nine  months  or  more.  People 
will  look  for  other  things:  underlying 
value  in  terms  of  latent  earning  pow- 
er; assets;  consumer  franchises;  the 
ability  to  recapture  or  maintain  the 
same  relative  position  in  their  indus- 
tries held  during  easier  times. 

This  might  be  called  a  scavenger's 
market.  The  great  fortunes  that  may 
come  out  of  the  current  calamity  will 
probably  be  produced  by  entrepre- 
neurs like  the  late  Joseph  P.  Kennedy. 
These  men  used  maximum  leverage  to 
buy  companies  or  portfolios  of  some  of 
the  deepest  depressed  equities,  expect- 
ing a  casualty  or  two. 

For  the  smart  scavenger,  classical 
tools  of  the  analyst  trade  come  in 
handy.  Perusal  of  a  list  of  recognized 
growth  stocks  will  show  many  whose 
share  prices,  over  a  five-year  period, 
have  gained  substantially  smaller  per- 
centages than  have  earnings;  in  other 
words  their  price/earnings  ratios  are 
lower  today  than  they  were  five  years 

A  guest  columnist,   Mr.   Stovall  is  a  partner  in  the 
NYSE  firm  of  Reynolds  &  Co. 


ago.  After  all  stock  dividends,  distri- 
butions and  splits,  holders  of  some  of 
these  stocks  are  only  about  even  after 
five  years,  and  those  who  bought  in 
during  more  buoyant  times  are 
breathing  through  some  very  long 
straws.  For  those  interested  in  faded 
favorites,  some  of  these  stocks  are 
extremely  attractive  right  now  (see  ta- 
ble below).  They  are  at  or  near  bar- 
gain levels,  partly  because  of  the  gen- 
eral market  and  partly  because  they 
have  had  short-term  problems  with 
earnings  or  earnings  projections. 

What  about  value-seeking  among 
industries  that  were  clawed  the  worst 
by  the  bear?  From  December  1968 
to  mid-July  1970,  the  Dow-Jones  in- 
dustrials had  declined  30%,  the  Trans- 
portation index  57%,  and  the  Dow 
utility  stocks  31%.  But  during  the 
same  time  period  Standard  &  Poor's 
group  stock  indexes  showed  far  wider 
swings  in  performance.  The  weakest 
groups  were  motion  pictures,  down 
74.3%  and  aerospace,  off  69.5%.  But 
these  battered  groups  may  not  be  just 
bargains  after  all.  There  is  real  ques- 
tion about  the  viability  of  these  indus- 
tries as  now  constituted,  and  some  of 
the  underlying  assets  themselves  have 
questionable  value.  Only  seekers  after 
the  most  battered  stocks  should  use 
these  industries  as  a  gathering  ground. 


Representative  of  the  better-quality 
equities  in  each  group  are  Columbia 
Pictures  and  United  Aircraft. 

As  a  matter  of  fact,  I  would  rather 
do  my  bargain-hunting  in  some  groups 
that  have  fared  better  than  the  mar- 
ket. Down  less  than  5%  are  drugs  (off 
4.8%)  and  cosmetics  (off  2.8%)  al- 
though some  of  the  better-known 
names  in  these  industries  have  had  a 
severe  experience.  It  is  generally  con- 
ceded that  drugs,  cosmetics  and  health 
sciences  will  be  key  growth  areas  for 
the  "socially-oriented  1970s." 

The  medical  and  personal-care  in- 
dustries have  the  creative  ability  to 
convert  unfulfilled  desires  into  effec- 
tive demand.  Busy  research  programs 
have  been  responsible  for  myriads  of 
products  to  extend  the  life  cycle,  to 
maintain  health  levels,  foster  comfort 
and  enhance  beauty.  Irrespective  of 
the  business  cycle,  the  health-care  in- 
dustry is  locked  into  a  growth  pattern 
of  its  own,  bolstered  by  the  birth  rates 
of  developed  countries,  more  numerous 
health-care  facilities,  a  population  mix 
heavy  with  the  very  young  and  the 
elderly,  multiplicity  of  medical-care 
programs,  populations  educated  to  ex- 
pect medical  services  and  the  rising 
number  of  working  women,  who  make 
cosmetics  a  necessity,  not  a  luxury. 

On  this  thesis,  shares  of  companies 
possessing  accepted  brand  names, 
strong  marketing,  competent  research 
and,  especially  important,  financial 
liquidity,  are  worthy  of  any  would-be 
bottom-picker's  attention. 

The  old  aphorism  that  it's  not  so 
much  what  you  buy  as  when  you  buy 
it,  has  particular  pertinence  near  bear 
market  bottoms.  The  value  hunter,  the 
smart  scavenger,  will  be  aware  of  this 
into  the  fall  and  winter.  ■ 


Five  Growth  Stocks 

Ampex 

Five-Year  Price  Performance 
6/30/65        6/30/70 
Price              Price               Change 

Earnings 
1965 

Per  Share  Ga 
1969 

ns 
Change 

15                16Vi             +  8o/0 

$0.90 

$1.30 

+   450/0 

Control  Data 

39y4            34i/2             _i3 

1.07 

3.20 

+  190 

FAS  Inf  1 

7                 7                     0 

0.55 

0.88 

+  59 

IBM 

149%          250                +67 

4.40 

8.21 

+  87 

Polaroid 

28%            53                +85 

0.92 

1.90 

+  107 

Value  in  Cosmetic,  Drug  and  Health-Science  Shares 

Recent  Price 

1970  High 

Latest 
12-Month 
Earnings 

Latest 
Book  Value 

Long- 
Term  Debt 
(millions) 

Carter  Wallace           12% 

351/4 

$1.73 

$  8.88 

Nil 

Faberge                     15 

36i/2 

1.52 

11.85 

$8.3 

Parke,  Davis               14% 

353/8 

1.16 

14.28 

Nil 

Rorer-Amchem            24% 

303/8 

1.24 

4.92 

$0.18 

Shulton                     I81/4 

421/2 

2.43 

16.64 

Nil 

Statham  Inst.            10 

311/4 

0.52 

5.50 

Nil 

Syntex                       23 1/4 

691/4 

1.84 

9.41 

Nil 

Upjohn                     42 

591/2 

2.48 

17.74 

Nil 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDinc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 
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Baltimore,  Maryland  21201  (301)  539-1992 
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KAMPGROUNDS  FRANCHISE 

A  moneymokerl  Largest  international  system 
franchisee!  campgrounds,  produces  exceptiona 
earnings  from  modest  investment.  Strong  no 
tional  advertising,  proven  operating  methods 
Over  300  campgrounds  now  operating,  anothe 
300-plus,  in  construction,  planning  stages.  In 
quire  now  while  top  franchise  locations  are  stil 
available: 

KAMPGROUNDS  OF  AMERICA,  INC. 

P.O.Box  1138-F 

Billings,  Montana  59103 


A.  T.ST.  WARRANTS 

Don't  ignore  their  high  leverage  potential!  Full 
Report  by  Editor  Sidney  Fried  on  A.T.  &T 
common  and  A.T.  &T.  Warrants,  plus  full 
statistical  description  of  250  Warrants  current- 
ly trading  and  an  eye-opening  outline  of  a 
method  by  which  you  can  profit  from  those 
hundreds  of  Warrants.  Also — write-ups  on  2 
attractive  Warrants  you  should  know  about. 
All  for  $3  from  one  of  the  largest  and  most 
experienced  services  covering  the 
Warrants  field  for  more  than  18 
years.  For  your  copy  of  this  il-  Vj 
luminating  "package",  with  all  the 
above,  send  $3  today  to  Warrants,  Dept.  F-805. 
R.H.M.  Associates,  220  Fifth  Avenue.  New 
York,  N.Y.  10001. 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


The  New  O/d  Guard 


In  the  international  field,  the  great 
surprise  of  June  was  the  election  of  the 
Tory  Party  in  England.  The  political 
consequences  of  this  unexpected 
change  from  Labour  are  great.  The 
economic  consequences  are  no  less 
important.  While  Harold  Wilson's  La- 
bour government  did  not  have  the  mil- 
itant left-wing  outlook  of  the  Clement 
Atlee  administration,  and  in  some 
ways  could  be  termed  "liberal"  rather 
than  "socialist,"  there  seems  to  be  lit- 
tle question  in  international  banking 
circles  that  the  Conservative  Party 
commands  a  greater  degree  of  confi- 
dence. Whether  this  is  justified  or  not 
is  hardly  the  question;  the  fact  remains 
that  it  is  so.  In  some  respects  perhaps 
insufficient  credit  has  been  given  to 
the  major  improvement  that  has  taken 
place  in  Britain's  balance-of-payments 
position  under  the  tutelage  of  Harold 
Wilson  in  the  last  12  months. 

Edward  Heath  has  made  a  number 
of  important  electoral  promises,  both 
in  the  internal  and  international  fields, 
and  now  it  remains  to  be  seen  how 
well  he  lives  up  to  them.  He  has  prom- 
ised to  reduce  government  expendi- 
ture and  to  reduce  taxes.  Tax  reforms 
are  apt  to  be  of  such  a  nature  as  to  in- 
crease incentives  all  around,  especially 
at  the  managerial  level.  It  will  be  in- 
teresting to  see  how  he  aims  to  do  this 
in  view  of  the  prevalent  British  prob- 
lem of  inflation,  and  the  fact  that, 
while  the  balance-of-payment  position 
has  improved,  it  still  has  to  be  watched 
very,  very  carefully.  Hopefully,  to 
some  extent  the  slack  will  be  taken 
up  by  an  increase  in  production,  but 
unless  the  remainder  goes  into  sav- 
ings, as  opposed  to  consumption,  Mr. 
Heath  is  headed  for  trouble. 

In  one  respect  the  new  Conserva- 
tive government  can  be  considered  to 
have  received  a  national  mandate,  and 
that  is  in  reforming  trade-union  and 
labor-relations  laws.  In  the  dim  and 
distant  past  employers  had  it  all  their 
own  way,  and  there  could  be  no  ques- 
tion that  strong  trade  unions  were 
needed  to  protect  labor.  The  pendu- 
lum, however,  has  swung  in  the  op- 
posite direction,  and  now  we  have 
reached  the  stage,  both  in  the  United 
Kingdom  and  in  this  country,  where, 
in  many  instances,  the  trade  unions 
can  hold  a  pistol  against  the  head  of 
the  nation,   and  unquestionably  hurt 
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the  general  good  by  pursuing  exag- 
gerated sectional  aims. 

It  will  be  a  tough  job  to  tackle  this 
situation,  especially  as  Mr.  Heath's 
majority  in  the  House  of  Commons, 
while  it  gives  him  a  reasonable  mar- 
gin for  day-to-day  government,  is 
hardly  an  overwhelming  majority.  In 
many  ways  it  is  also  a  pity  that  it 
falls  on  a  Conservative  government  to 
have  to  propose  such  measures;  it 
would  have  been  poetic  justice  if  the 
Labour  Party  had  been  put  in  such  a 
position  as  to  be  forced  to  curb  the 
powers  of  the  trade  unions,  though 
probably  it  is  unrealistic  to  expect  the 
situation  ever  to  arise,  in  view  of  the 
fact  that  most  of  the  funds  of  the 
Labour  Party  come  from  the  trade- 
union  movement. 

Common  Market  Prospects 

In  the  international  field,  Mr.  Heath 
is  a  confirmed  European,  and  his  first 
problem  will  be  to  see  what  he  can  do 
to  bring  Britain  into  the  fold  of  the 
Common  Market.  Negotiations  have 
been  formally  opened  in  Brussels  for 
Britain,  Denmark,  Norway  and  Ireland 
to  gain  admission,  and  the  hard  bar- 
gaining should  start  by  the  fall.  Mr. 
Heath  is  uniquely  qualified  for  guiding 
Britain  toward  Europe.  Not  only  has 
he  had  experience  at  the  Board  of 
Trade,  but  he  was  the  principal  ne- 
gotiator of  the  previous  Conservative 
government  in  its  abortive  attempt  to 
gain  the  admission  of  Britain  to  the 
Common  Market. 

Negotiations  will  be  long  and  diffi- 
cult, with  a  great  many  thorny  prob- 
lems arising,  not  the  least  being  how 
Britain's  other  partners  in  the  Euro- 
pean Free  Trade  Area,  Switzerland, 
Sweden  and  Austria,  will  receive  some 
sort  of  associate  membership  in  order 
to  retain  the  advantages  of  the  re- 
duced tariff  barriers  achieved  by  the 
EFTA.  It  is  impossible  for  these  coun- 
tries to  apply  for  full  membership,  in 
view  of  their  avowed  neutrality,  and 
the  hope  for  political  integration  of 
the  Community  in  the  future. 

There  is  even,'  indication,  however, 
that  the  basic  principles  of  the  Euro- 
pean Common  Market,  which  were  re- 
garded as  Utopian  by  so  many  in  the 
mid-Fifties,  and  which  have  already 
gone  so  far  toward  fulfillment,  will  be 
further    advanced    in    the    next    few 
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years.  No  one  can  expect  the  negotia- 
tions to  be  fast;  so  many  of  the  prob- 
lems are  real,  and  of  vital  importance, 
but  even'  hope  can  be  expressed  that 
m-ith  goodwill  they  will  be  solved,  that 
a  greater  economic  community  will  be 
formed,  and  that  during  the  next  dec- 
ade or  two  we  shall  be  well  on  the 
way  toward  that  Utopian  goal,  the 
United  States  of  Europe. 

Joining  the  Common  Market  is  not  a 
panacea  for  Britain's  ills.  On  the  con- 
trary. In  the  case  of  the  industries 
where  Britain  is  strong,  membership 
will  prove  to  be  beneficial.  But  in 
many  industries,  where  weakness  is 
evident,  and  where  the  British  unit  of 
production  is  far  too  small,  a  possibil- 
ity of  some  industries  disappearing 
should  not  be  ruled  out;  and  the  mar- 
ginal industries  will  have  to  fight  hard 
for  survival  Certainly,  British  labor's 
productivity  will  have  to  match  that 
of  the  Common  Market.  This,  in  con- 
junction with  the  necessity  for  in- 
creased productivity  mentioned  above, 
may  be  the  great  testing  point.  Many 
people  have  stated  that  the  principal 
problem  of  England,  since  World  W  ai 
II,  has  been  the  unwillingness  or  the 
inability  of  the  British  to  work.  Here  is 
their  chance  to  prove  this  wrong. 

The  Gainers 

Marketwise  I  have  discussed  pre- 
viously the  stocks  which  would  gain 
most  from  a  British  entry  to  Europe. 
International  Vintners  &  Distillers  and 
the  giant  Distillers  Corp.  were  men- 
tioned favorably  and  there  is  no  rea- 
son to  alter  this  opinion.  Among  other 
industries,  the  British  chemical  indus- 
try stands  well  but  does  not  seem  to 
be  developing  as  fast  or  attracting  as 
much  capital  as  the  chemical  industry 
of  Europe.  British  entry  into  the  Com- 
mon Market  should  rectify  this,  and 
the  already  prosperous  European 
branches  of  Imperial  Chemical  Indus- 
tries, for  instance,  should  benefit  from 
not  being  separated  by  tariff  barriers 
from  its  parent  company  in  England. 

In  the  electronics  field  Flesseij  with 
its  very  aggressive  management  should 
benefit  considerably.  The  British  wool- 
en industry  still  occupies  its  tradition- 
ally strong  position,  and  the  entry  of 
tariff-free  woolen  goods  to  Europe 
would  do  it  no  harm.  But  the  already 
ailing  English  cotton  industry  may  be 
hurt  further. 

Of  course,  British  knowhow  excels 
in  the  fields  of  insurance  and  banking, 
and  even  today  the  city  of  London  is 
regarded  as  the  greatest  teacher  in 
these  fields.  Any  increase  in  trade 
should  benefit  these  two  industries, 
but  the  benefit  they  will  gain  will  be 
enhanced  by  what  should  become  eas- 
ier access  to  the  city  of  London  for 
European  capitals.   ■ 


KEYSTONE  CONSOLIDATED  INDUSTRIES  -  INC. 

Common  Stock  Dividend  No.  200 

DECLARED  BY  THE  BOARD  OF  DIRECTORS  ON 
JULY  21, 1970 


AMOUNT: 
RECORD  DATE: 
PAYABLE: 


500 

AUGUST  7, 1970 

SEPTEMBER  8,  1970 


KEYSTOHE 


COnSOLIDATED  inDUSTRIES 

PEORIA,  ILLINOIS -61607 


inc. 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  July  9,  1970, 
declared  a  third  quarter 
dividend  of  60  cents  per 
share  on  the  Company's 
outstanding  stock,  payable 
September  1 ,  1970,  to  stock- 
holdersof  record  at  the  close 
of  business  on  July  31, 1970. 


&tocl 


The  American  Road 
Dearborn,  Michigan  48121 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
at .  10.5%    net   and   higher. 

mexletter 

INVESTMENT  C0UNSEL-HAMBURG0  165 
MEXICO  6,  O.F.     TEL.  511-4306 


TENNECO  INC. 


DIVIDEND 
NO.  92 


HOUSTON, TEXAS 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  33#  per  share  on 
the  Common  Stock,  payable  September 
15,  1970,  to  stockholders  of  record  on 
August  21,  1970. 

M.  H.  COVEY,  Secretary 


Chemicals 
Packaging 


Natural  Gas  Pipelines     •     Oil 
Land  Use     •      Manufacturing 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

bltn 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growlh  Slock  Fund,  Inc. 
One  Charles  Center,  Dept.B 
Baltimore,  Md.  21201 


Nime. 


.*?. 


1  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

100  7°  of  your  money  is 
invested  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  aerospace 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 
ENERGY  FUND  Is  a  qualified 
Investment  under  Keogh  Act. 


I 

I 
I 

L 


APPROVED  MODEL 
CORPORATE   PROFIT 
SHARING   PLAN 


RALPH  E.  SAMUEL  l  CO.,  Distributor 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,  New  York  10004  Dept.  F 

(212)  344-5300 

Please  send  me  the  frtt  prospectus 

and  literature  on  ENERGY  FUND. 


NAME. 


ADDRESS. 


-ZIP. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &  CO. 

Members  New  York  Slock  Exchange 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.Y.  10005 


WALL  STREET  VIEW 

By  Charles  Rolo 


The  Big  Picture 


The  Cassandras,  their  dire  prophecies 
fortified  by  the  Penn  Central  debacle, 
are  still  insisting  that  the  worst  is  yet 
to  come.  Eliot  Janeway  says  the  Dow 
will  go  to  500— and  possibly  400.  Not- 
withstanding the  improved  behavior 
of  the  market,  a  "fear  depressant"  is 
weighing  on  stock  prices.  None  of  this 
is  news.  What  is  news  is  the  accumu- 
lation of  developments  that  collec- 
tively suggest  that  the  "big  picture" 
is  definitely  improving. 

One  major  goal  of  the  Nixon  "game 
plan"— to  break  the  deep-seated  infla- 
tionary psychology  in  the  business  and 
financial  communities— seems  to  have 
been  achieved.  That  the  stock  market 
has  been  thoroughly  deflated  is  some- 
thing we've  known  for  quite  some 
time,  and  all  too  well.  But  only  re- 
cently has  it  become  apparent  that  the 
inflationary  psychology  of  business  is 
moribund  if  not  kaput.  Corporations 
are  pruning  costs  and  (except  for  the 
utilities)  cutting  back  significantly  on 
spending  plans.  Thus  the  basis  has 
been  laid  for  profit  margins  to  im- 
prove when  volume  does. 

Meanwhile,  not  only  has  the  rate 
of  monetary  expansion  risen  sharply 
in  recent  months,  but  it's  expected  to 
stay  relatively  high— partly  because  of 
the  liquidity  scare  and  partly  because 
of  heavy  Treasury  borrowing  in  the 
money  market  in  the  second  half  of 
the  year.  It's  also  believed  that  the 
Fed  may  presently  reduce  member 
banks'  reserve  requirements,  which 
would  further  boost  the  supply  of  bank 
credit.  All  this  points  to  a  gradual 
easing  of  interest  rates,  and  the  recent 
resultant  firming  of  bond  prices  is,  of 
course,  a  cheering  portent  for  inves- 
tors. Three  out  of  four  major  stock 
market  recoveries  of  the  past  two  dec- 
ades were  preceded  by  upturns  in 
the  bond  market. 

The  second-quarter  showing  of  the 
economy  makes  it  pretty  clear  that  the 
1969-70  recession  will  prove  to  have 
been  one  of  the  least  serious  since 
World  War  II.  The  second  quarter 
also  brought  good  news  about  the 
most  critical  of  all  problems.  The  trend 
of  inflation,  as  measured  by  die  GNP, 
fell  back  to  a  4.2%  annual  rate— the 
lowest  since  the  third  quarter  of  1968. 

The  consumer,  who's  been  in  a  con- 

A  guest  columnist,  Mr.  Rolo  is  co  director  of  the 
Research  Dept.  of  the  NYSE  firm  of  H.  Hentz  &  Co. 
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servative  mood,  is  well  primed  to  start 
stepping  up  his  spending.  His  purchas- 
ing power  is  being  boosted  by  the 
disappearance  of  the  surtax  and  the 
hike  in  individual  tax  exemptions  (to- 
gether, $5  billion),  by  rising  wages, 
enlarged  Social  Security  benefits  and 
an  easing  of  credit. 

Argus  Research  has  astutely  ob- 
served that  what  is  needed  now  for 
healthy  ( noninflationary )  economic  re- 
covery is  "a  combination  of  business 
pessimism  and  consumer  optimism. 
And  that  is  the  pattern  that  is  now 
developing."  Equally  encouraging  is 
the  mounting  evidence  that  the  transi- 
tion from  a  wartime  to  a  peacetime 
economy  announced  last  month  by 
President  Nixon  is  actually  taking 
place.  It  will  eventually  bring  about  a 
grand  reshuffle  of  national  priorities, 
away  from  defense  and  business  in- 
vestment and  toward  consumption, 
much-needed  housing  and  improve- 
ment of  the  quality  of  life.  All  this  has 
bullish  market  implications. 

Please  don't  misunderstand  me.  I'm 
not  in  any  way  implying  that  every- 
thing is  coming  up  roses.  There  will 
be  some  further  financial  failures.  The 
balance  of  payments  is  in  an  awful 
state.  A  prospective  budget  deficit  of 
perhaps  $10  billion  is  a  potential 
source  of  numerous  problems.  The 
scourge  of  inflation  has  been  arrested 
but  not  vanquished,  and  it  will  be 
difficult  to  avoid  a  protracted  period 
of  slow  economic  growth. 

These  various  problems  and  nega- 
tive prospects  have,  I  believe,  been 
discounted  by  the  large  decline  in 
stock  prices.  On  the  other  hand,  the 
encouraging  trends  within  the  big  pic- 
ture suggest  that  the  fears  of  further 
calamity  are  in  all  likelihood  un- 
founded. My  guess  is  that  by  the  time 
the  "failure  of  nerve"  has  run  its 
course,  the  price  of  many  stocks  h 
likely  to  be  up  20%  to  25«.  If  I'm 
right,  the  season  for  bargain-hunting 
has  already  opened. 

One  area  of  high  promise,  in  view  of 
the  changing  character  of  the  econo- 
my, is  that  of  consumer  oriented  com- 
panies with  well-established  products, 
strong  marketing  capabilities,  sound 
finances,  and  a  consistent  growth  rec- 
ord. My  list  of  such  includes  Bristol- 
Myers,  Chesebrough-Pond's,  PepsiCo 
and  Warner-Lambert.  ■ 
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The  Funds 


Another  Icon  Smashed 


The  bear  market  continues  to 
take  its  toll  of  "big  concepts."  Latest 
to  bite  the  dust  is  Competitive  Cap- 
ital Corp.'s  concept  of  pitting  five 
money  managers  against  each  other. 
The  scheme  was  to  reward  the  best 
performing  manager  with  30%  of 
Competitive  Capital's  new  business. 
The  others  would  get  proportional]} 
smaller  amounts,  down  to  10%. 

Like  a  lot  of  other  concepts,  it 
worked  well  in  the  1968  bull  mar- 
ket. Competitive  Capital  rose  21%, 
three  times  the  S&F  500.  But  in 
the  1969-70  bear  market.  Compet- 
itive Capital  fell  apart.  In  1969  it 
was  down  25S.  So  far  this  year  it  is 
down  another  33%.  Both  figures  are 
worse  than  industry  averages. 

So  now  Seaboard  Corp.,  which 
bought  Competitive  Capita]  (and 
its  smaller  cousin  Competitive  As- 
sociates  last  spring,  in  giving  the 
funds  a  face-lifting.  In  July  Sea- 
board brought  in  32-year-old  Je- 
rome R  Randolph  to  head  Com- 
petitive Capital.  Randolph  had 
been  one  of  Competitive  Capital's 

five  original  fund  managers  when 

he  worked  lor  O'Xeil  Management 
Co.  It  was  a  bit  ironical  that  one 
of  his  first  decisions  at  Competitive 
Capital  was  to  toss  out  all  five. 
What  went  wrong?  One  prob- 
lem was  the  choice  of  managers. 
Though  selected  partly  to  achieve 
a  diversity  of  investment  approach- 
es, each  of  the  five  did  poorer  than 


Run,  Fox,  Run 


Si  cdder  Special  Fund  was  like  a 
fox  on  the  lam  from  a  pack  of 
hounds.  It  had  been  playing  the 
go-go  game  ever  since  the  fund  (net 
assets  SI 50  million)  was  founded 
in  1956.  But  by  early  1969  those 
eager  new  go-go  fund  managers 
were  picking  up  young  companies 
selling  at  40,  50,  even  100  times 
earnings.  "We  just  don't,  constitu- 
tionally, like  that,"  explains  Law- 
rence Rubin,  president  of  Scuddei 
Special.  "We  like  fundamental  val- 
ue." So  Scudder  dumped  its  Fa- 
mous Artists  and  Denny's  Restaurant 
for  General  Motors,  Bankers  Trust 
and  American  Telephone. 

Now  foxy  Scudder  Special  is 
looking  back  smugly  at  the  pack  of 
foundering  go-gos.  "We  got  scared," 


the  averages  in  both  1969  and  1970. 
Randolph  plans  to  replace  them 
with  three  new  managers:  Bern- 
stein-Macaulay,  the  $250-million  in- 
vestment management  subsidiary  of 
Cogan,  Berlind,  Weill  &  Levitt; 
Cantor  Management  Associates,  run 
by  Richard  Cantor  (formerly  head 
of  Chase  Manhattan  Bank's  $4-bil- 
lion  investment  advisory  division); 
and  Argent  Management  Corp. 
"Hopefully,  we  will  never  have  to 
change  again,"  says  Randolph. 

The  other  problem  was  the  meth- 
od itself.  Take  the  fee  structure. 
To  earn  the  incentive  performance 
fee  of  one-half  of  1%,  the  manager 
had  to  double  the  performance  of 
the  Dow  Jones  industrial  average. 
As  a  result,  says  Randolph,  the  five 
managers  felt  "they  had  to  hit  home 
runs  every  time  they  stepped  up  to 
the  plate.  It  led  to  a  tendency  to 
speculate  more  than  they  should 
have."  Randolph  now  graduates  the 
incentive  lee  so  that  even  a  slight 
edge  over  the  Dow  is  rewarded. 

Don't  Look  Back 

Yet  another  shortcoming,  says 
Randolph,  was  the  "very  intense 
competition.  You  slugged  it  out  on 
a  day-to-day  basis."  For  example, 
Randolph  claims  that  in  December 
of  1968  he  sensed  the  coming  mar- 
ket break  and  wanted  to  increase 
his  cash  position.  But  with  only  a 
slight  lead  over  the  other  four  fund 


Vice  President  John  H.  Boyer  ad- 
mits. "But  now  we're  not  suffering 
like  some  of  the  others."  While  the 
performance-at-all-cost  funds  fell  as 
much  as  60%  in  the  first  half  of 
1970,  Scudder  Special  was  off  but 
24%.  "We've  found  you  should  be 
wary  if  other  funds  own  a  big  piece 
of  a  stock  with  a  high  price/ earn- 
ings ratio,"  Boyer  says. 

The  cautious  outlook  comes  nat- 
urally. Scudder  Special  is  one  of  the 
offspring  of  the  52-year-old  invest- 
ment counseling  house  of  Scudder, 
Stevens  &  Clark,  which  moved  into 
mutual  funds  as  early  as  1928  to 
provide  an  outlet  for  small  accounts. 
Now  SS&C  runs  $350  million  in  six 
mutual  and  $112  million  in  two 
closed-end  funds.  By  riding  out  the 
market  crash  after  boosting  its  net 
asset  value  per  share  69%  in  1967 
and  another  21%  in  1968,  Scudder 


Randolph  of  Competitive  Capital 


managers  in  performance,  he  was 
afraid  to  unload  any  of  his  stocks. 
Result:  He  won  the  1968  perform- 
ance derby,  but  was  heavily  in- 
vested at  the  1969  market  break. 

Under  Randolph's  new  setup,  the 
fund  managers  will  meet  monthly 
to  discuss  investment  strategy.  In- 
stead of  automatically  paying  off 
the  leader  with  a  bigger  chunk  of 
the  new  money  to  invest,  Randolph 
will  allocate  the  cash  flow  each 
week  as  he  sees  fit.  "We  are  chang- 
ing the  whole  emphasis,"  says  Ran- 
dolph. "Now  it  is  a  competitive 
team.  Just  because  a  manager  is  last 
doesn't  mean  he  isn't  doing  a  good 
job.  Somebody  has  to  be  last." 

In  short,  Competitive  Capital  has 
learned  the  hard  way  that  short- 
run  performance  figures  can  actu- 
ally hinder  good  money  manage- 
ment. Unfortunately,  the  stockhold- 
ers paid  for  the  lesson. 


Special  ranks  as  the  Cadillac  of  the 
group.  SS&C's  common  stock  fund 
hasn't  done  quite  so  well;  it's  down 
30%  since  the  first  of  the  year. 

For  all  its  conservative  instincts, 
Scudder  Special,  of  course,  is  a  spe- 
cial situations  fund,  and  part  of  its 
job  has  been  to  buy  companies  with 
substantial  book  value  selling  at  de- 
pressed market  prices— Hawaiian 
sugar  producer  Castle  &  Cooke,  for 
example.  "Nothing  dramatic  about 
that,"  says  Rubin.  "But  it  owned  an 
awful  lot  of  real  estate  in  Hawaii. 
We  sold  at  a  good  profit."  Then 
there  was  Hilton  Hotels.  It  looked 
sweeter  to  Rubin  than  it  did  to 
some  fund  operators.  "I  felt  that 
part  of  the  depreciation  charges  in 
the  hotel  business  should  be  con- 
sidered earnings,"  he  says.  "Any  of 
the  hotels  I  knew  were  just  as  good 
physically  a  year  later.  So  I  added 
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25%  or  30%— this  is  very  unscientific, 
to  be  sure— to  Hilton's  earnings,  and 
I  came  up  with  a  very  low  mul- 
tiple. Even  after  Hilton's  tumble, 
we've  got  a  gain." 

Rubin  still  dreams  of  running 
Scudder  Special  as  he  did  in  the 
old  days.  "I  think  we'll  be  getting 
back  to  what  we  were  doing  ear- 
lier," he  says.  "Special  situations  are 
coming  along  at  reasonable  prices 
now."  For  example,  he's  looking  at 
publishing,  an  industry  Scudder 
Special  already  has  been  in  and  out 
of  twice.  He  has  also  pushed  a  little 
into  bonds— once  the  realm  of  the 
ultraconservative  money  manager— 
and  may  push  farther  in  that  direc- 
tion, with  bonds  yielding  as  much 
as  9%  and  also  providing  a  good  op- 
portunity for  capital  appreciation. 

But  mainly  Rubin  is  on  the  side- 
lines these  days— holding  15%  of  the 
fund's  assets  in  cash  and  concen- 
trating 82%  of  his  stock  investments 
in  New  York  Stock  Exchange  is- 
sues—watching imitators  of  Scudder 
Special  take  their  beatings.  Like  the 
fox,  he  wants  to  live  to  run  again. 


Hopping  off  the 
Penn  Centra/ 


Small  investors  weren't  the  only 
ones  hurt  by  the  collapse  of  Penn 
Central  stock  from  85  to  6  in  the 
past  two  years.  Some  mutual  funds 
also  took  a  beating. 

The  most  notable  were  three  In- 
vestors Diversified  Services  funds 
and  three  Fidelity  funds.  At  the  end 
of  the  second  quarter  of  1968,  with 
Penn  Central  near  its  all-time  high 
of  86,  the  three  IDS  funds  had 
845,000  shares  worth  $68.4  mil- 
lion, while  the  Fidelity  funds  had 
457,300  shares  worth  $38  million. 
By  the  time  Penn  Central  stock  hit 
23  at  the  end  of  the  first  quarter 
of  1970,  IDS  had  cut  its  holdings 
to  243,200  shares.  But  the  Fidelity 
funds,  which  had  increased  then- 
holdings  to  as  much  as  718,400 
shares,  still  held  391,100,  worth 
by  then  only  $9  million. 

But  in  general,  fund  managers 
were  able  to  cut  their  losses.  At 


the  end  of  the  first  quarter  of 
1968,  when  the  merger  of  the  two 
giant  transportation  systems  was 
completed,  mutual  funds  held 
14.3%  of  Penn  Central's  common 
stock,  according  to  Capital  Gains 
Research  Bureau.  Like  other  in- 
vestors, they  were  counting  on  the 
merger  benefits  flowing  into  prof- 
its. By  the  end  of  1968,  with  the 
stock  still  selling  in  the  60s,  fund 
holdings  had  been  cut  to  11.4%. 
By  the  end  of  1969,  with  the  stock 
in  the  20s,  only  11  funds  held  just 
4.4%.  The  bulk  of  that  was  held 
by  Fidelity  and  IDS. 

One  fund  even  made  money.  In- 
vestment Company  of  America 
bought  into  both  roads  prior  to  the 
merger,  at  a  cost  of  $13.6  million. 
While  others  waited  for  the  merger 
promises  to  turn  into  profits,  In- 
vestment Co.  unloaded  its  entire 
266,500  shares  for  about  $17  mil- 
lion in  the  third  quarter  of  1968. 
Only  a  couple  of  months  later,  that 
Penn  Central  stock  started  its 
steady  downward  course  that  end- 
ed in  June's  bankruptcy.  ■ 
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have  found  it  a  satisfactory  substi- 
tute for  a  letter. 

Camping  by  Air 

The  airlines,  with  designs  on  a 
new  market,  have  created  a  special 
lure  by  dangling  a  camping  trip  at 
the  end  of  a  plane  ticket.  By  work- 
ing with  camp  equipment  outfitters, 
the  airlines,  including  Trans  World 
Airlines,  American,  Eastern,  North- 
west and  Air  Canada,  are  attract- 
ing family  vacationers  who  want  to 
reach  outdoor  recreation  spots 
quickly,  and  take  just  enough  of 
the  city  to  be  comfortable.  Custom- 
ers book  round-trip  fares  through 
the  airlines'  ticket  offices.  When 
they  land  a  fully  equipped  motor 
home,  camper  unit  or  car  is  waiting 
to  take  them  to  a  camp  ground  or 
OO  a  laid-out  camping  tour. 

Refine  American! 

The  President's  special  committee 
on  the  copper  industry  believes  that 
one  way  to  reduce  the  copper 
shortage  is  to  ship  concentrates 
overseas  for  refining.  But  not  Ana- 
conda. In  recent  months  Anaconda 
lias  launched  a  multimillion-dollar 
program  to  expand  and  modernize 
its  aged  refinery  at  Baritan,  N.J.: 
$4.5  million  to  rebuild  the  electro- 
lytic tanks,  $3.6  million  for  a  semi- 
continuous  casting  installation. 

Foreign  Solution 

A  serious  national  gas  shortage 
looms.  At  the  current  growth  rate 
some  82  billion  cubic  feet  per  day 
will  be  consumed  by  1980,  but  the 
domestic  supply  will  be  only  70 
billion  cubic  feet.  That  is  one  rea- 
son a  number  of  big  companies— 
among  them  El  Paso  Natural  Gas, 
Tenneco,  Phillips  Petroleum,  Phila- 
delphia Gas  Works  and  Cabot  Corp. 
—are  starting  to  plow  billions  in- 
to foreign  liquefied  natural  gas 
(LNG)  facilities.  The  gas  will  be 
extracted  from  wells  in  Algeria 
and  Venezuela,  liquefied  nearby, 
shipped  by  tanker  to  the  U.S.,  then 
sold  to  distributors  at  about  60 
cents  per  1,000  cubic  feet.  Why  not 
try  to  find  more  domestic  sources? 
The  government-regulated  U.S. 
wellhead  price,  which  results  in  de- 
livery to  the  Northeast  at  36  cents 
per  1,000  cubic  feet,  doesn't  justify 
the  expense,  say  gas  producers.   ■ 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


A  vacation  is  what  you  take  when 
you  can  no  longer  take  what  you've 
been  taking.  —Earl  Wilson 


Happiness  is  the  supreme  object  of 
existence. 

—J.  Gilchrist  Lawson 


Take  away  play,  fancies  and  lux- 
uries and  you  will  turn  man  into  a 
dull,  sluggish  creature,  barely  ener- 
getic enough  to  obtain  a  bare  subsist- 
ence. —Eric  Hoffer 


A  good  man  doubles  the  length  of 
his  existence.  To  have  lived  so  as  to 
look  back  with  pleasure  on  life  is  to 
have  lived  twice.  —Martial 


Wilderness  to  the  people  of  Amer- 
ica is  a  spiritual  necessity,  an  antidote 
to  the  high  pressure  of  modern  life,  a 
means  of  regaining  serenity  and  equi- 
librium. —Sigurd  F.  Olson 


Where  nature  is  concerned,  famil- 
iarity breeds  love  and  knowledge, 
not  contempt. 

—Stewart  L.  Udall 


There  are  only  three  pleasures  in 
life  pure  and  lasting,  and  all  derived 
from  inanimate  things— books,  pictures 
and  the  face  of  nature. 

— Wlliam  Hazlitt 


The  great  omission  in  American  life 
is  solitude;  not  loneliness,  for  this  is  an 
alienation  that  thrives  most  in  the 
midst  of  crowds,  but  that  zone  of  time 
and  space  free  from  outside  pressure 
which  is  the  incubator  of  the  spirit. 

— Marya  Mannes 


Seek  simplicity,  and  distrust  it. 

—Alfred  North  Whitehead 


The  first  half  of  life  consists  of  the 
capacity  to  enjoy  without  the  chance; 
the  last  half  consists  of  the  chance 
without  the  capacity. 

—Mark  Twain 


That  action  is  best  which  procures 
the  greatest  happiness  for  the  great- 
est numbers.      —Francis  Hutcheson 


B.  C.  FORBES 

What  availeth  it  if  we  become 
so  engrossed  in  the  pursuit  of 
business  or  of  money  for  its  own 
sake,  after  we  have  earned  a 
competency,  if  this  pursuit  unfits 
us  for  the  enjoyment  of  the  real, 
deep,  satisfying  things  of  life,  if 
it  blinds  our  eyes,  warps  our 
souls  and  numbs  our  better 
senses  and  sensibilities?  The  be- 
all  and  end-all  of  life  should  not 
be  simply  to  get  rich,  but  to  en- 
rich the  world. 


That  man  is  richest  whose  pleasures 
are  the  cheapest. 

—Henry  David  Thoreau 


He  that  does  good  to  another,  does 
also  good  to  himself.  —Seneca 


Unnecessary  hustle  is  one  of  the 
American  follies.  We  hustle  at  both 
work  and  play,  and  consequently  en- 
joy neither  to  the  utmost. 

—William  Feather 


If  all  the  year  were  playing  holi- 
days, to  sport  would  be  as  tedious  as 
to.  work.  —Shakespeare 


Human  life  is  everywhere  a  state  in 
which  much  is  to  be  endured,  and 
little  to  be  enjoyed. 

—Samuel  Johnson 


The  world  is  a  thing  that  a  man 
must  learn  to  despise,  and  even  to 
neglect,  before  he  can  learn  to  rever- 
ence it,  and  work  in  it  and  for  it. 

—Thomas  Carlyle 


Don't  overorganize  your  free  time. 
Use  leisure  time  for  spur-of-the-mo- 
ment impulses. 

—Alexander  Reid  Martin 


The  thorough  man  of  business 
knows  that  only  by  years  of  patient, 
unremitting  attention  to  affairs  can  he 
earn  his  reward,  which  is  the  result, 
not  of  chance,  but  of  well-devised 
means  for  the  attainment  of  ends. 

—Andrew  Carnegie 


Go  placidly  amid  the  noise  and  the 
haste,  and  remember  what  peace 
there  may  be  in  silence.  As  far  as  pos- 
sible without  surrender  be  on  good 
terms  with  all  persons.  You  are  a  child 
of  the  universe  no  less  than  the  trees 
and  the  stars.  — Adlai  Stevenson 


Happiness  is  the  harvest  of  a  quiet 
eye.  —Austin  O'Malley 


A  Text . . , 


Sent  in  by  H.  G.  Rogers,  San 
Mateo.  Calif.  What's  your  favor- 
ite text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


For  the  Lord  thy  God  bringeth  thee 
into  a  good  land,  a  land  of  brooks  of 
water,  of  fountains  and  depths  that 
s})ring  out  of  valleys  and  hills. 

—Deuteronomy  8:7 
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Remember  when  you  were  a  kid, 
and  all  you  could  drive  was  a  bike? 


Now  there's  the  micro  buggy. 
J.  C.  Penney  Company  just  introduced 
it  for  the  world's  most  passionate  car 
enthusiasts:  the  ten  to  sixteen  year 
olds  already  longing  for  the  man- 
sized  experience  of  driving. 
At  four  horsepower,  it  won't  crack  the 
landspeed  record  (or  the  driver's 
skull),  and  it  won't  get  a  license  for 
the  highway.  But  on  woods  or  park 
trail,  field,  yard,  parking  lot,  in 
supervised  track  competition,  the 
micro  buggy  will  give  young  drivers 
all  the  kicks  of  a  small  motorcycle— 
with  more  stability. 
Koppers  molds  :he  sleek,  rugged 


body  of  the  micro  buggy  as  a  single 
unit.  It's  made  of  Koppers  polyester 
resin,  reinforced  with  glass  fibers— 
the  material  that  has  taken  the  field  in 
all  sorts  of  sport  vehicles  from  golf 
carts  to  snowmobiles,  all-terrain 
vehicles  and  dune  buggies  as  well  as 
sports  cars  and  most  of  the  pleasure 
and  racing  boats  on  the  water. 
No  wonder.  Reinforced  polyester  can 
be  molded  in  almost  any  configuration, 
with  a  glass-like  smooth  finish, 
permanent  built-in  color,  amazing 
strength,  lightweight,  and  reasonable 
cost  even  on  limited  production  runs. 
Think  about  the  uses  for  a  material 


like  that!  We  do,  and  get  as  excited 
as  a  kid  with  a  new  micro  buggy. 
Koppers  Company,  Inc.,  Pittsburgh, 
Pennsylvania  15219. 

KOPPERS 

Plastics 

Chemicals  and  Coatings 

Architectural  and 
Construction  Materials 

Engineered  Products 

Environmental  Systems 

Engineering 
and  Construction 


It's  wonderful  how  leverage  can  give  you  a  lift. 


We're  a  medium-sized  com- 
pany that  has  to  do  battle  every  day 
in  an  industry  of  giants. 

What  that  takes  is  money. 
Lots  of  it.  And  frankly,  that's  one  of 
the  reasons  why  we  became  Great 
Northern  Nekoosa.  (Instead  of  re- 
maining Great  Northern  and 
Nekoosa  Edwards.) 

Now  we're  the  country's  lead- 
ing independent  producer  of  news- 
print and  containerboard. 

A  major  innovator  of  high- 
grade  papers  for  computers  and 
copiers. 

And  a  leading  producer  of 
printing  papers  for  directories,  cat- 


alogs, magazines,  paperbacks  and 
special  supplements. 

Now  we  have  more  financial 
strength  than  either  Great  Northern 
or  Nekoosa  could  have  developed 
on  their  own. 

Our  cash  flow  is  $50  million 
a  year.  Our  assets,  $430  million. 
Our  sales,  $340  million. 

All  of  which  means  we  have 
more  muscle  to  get  more  things 
done. 

Now  we  can  put  more  money 
in  the  segments  of  our  business 
that  are  growing  fastest.  Or  return- 
ing more  on  the  dollar. 

We  can  also  get  more  things 
done  sooner.  Like  a  new  mill  on 
stream  faster. 

Or  a  new  machine  installed  in 


a  new  mill  this  year  instead  of  next. 

Leverage  can  help  us  move  in 
many  directions. 

Especially  up. 

If  you'd  like  to  find  out  more 
about  us,  write  to  Peter  Paine, 
Chairman  of  the  Board,  Great 
Northern  Nekoosa,  522  Fifth  Ave- 
nue, New  York,  New  York  10036. 

GREAT 

NORTHERN 

NEKODSA 

CORPORATION 
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To  take  care  of  your  wagon  50  years  ago, 
all  you  needed  was  oats  for  your  horse  ana  a  hammer  and  nails. 

But  today  if  your  wagon  breaks  down, you  have  to  open  a  repair  shop 
hire  a  couple  dozen  men,  and  shell  out  about  50  grand. 

Its  called  progress. 


Today,  businessmen  get  a  tear  in 
their  eye  when  you  talk  about  horses 
and  wagons  and  hammers  and  nails. 

"Ah,  the  good  old  days."  they  say. 

Today,  businessmen  get  a  tear  in 
their  eye  followed  by  a  pain  in  their  • 
stomach  when  you  talk  about  money,  too. 

"Ah,  the  good  old  days,"  they  say 
again,  a  little  more  emotionally  this  time. 

Well,  the  good  old  days  are  over. 

You  can't  repair  your  wagon  for 
the  price  of  hammers  and  nails  anymore. 

After  you  buy  your  equipment,  it 
can  cost  you  a  bundle  to  take  care  of  it. 

But  today,  at  last,  businessmen 
are  beginning  to  get  the  idea J^hjit  there's 
a  better,  easier  way  than  buvingall 
their  equipment.  (This  yearrmonHhan 
10  billion|dollars  worth  of  ecjuipfrent 

•■*■  *•*. 


will  be  leased  by  American  business.) 

This  isn't  any  mystery  to  us. 

After  all,  our  Transportation 
division  has  been  leasing  tank  cars  to 
American  business  for  years. 

(It's  not  just  chance  that  three- 
fourths  of  our  new  tank  car  production 
goes  into  our  lease  fleet.) 

Yet  some  businessmen  still  insist 
on  buying. 

Maybe  they  don't  know  that  if 
they  sign  the  lease,  they  sign  away  their 
service  and  maintenance  problems. 
It  would  take  them  millions  of  dollars 
and  years  of  experience  to  match  our 
service  and  repair  shops. 

Or  that  if  they  sign  the  lease,  they 
never  have  to  worry  about  selling  the  car 
when  they're  through  with  it.  That      f*KT\f 

General  American  Transportation  Corporation  Chicago.  Ulinois  60< 
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becomes  our  problem.    • 

Or  that  if  they  sign  the  lease,  the 
car  is  theirs  for  the  life  of  the  lease, 
not  the  life  of  the  car.  That  way,  as 
innovations  come  along,  they're  in  a 
better  position  to  modernize  their  whol< 
operation  with  new  equipment. 

What's  more,  when  they  work  wit 
us,  they  can  call  upon  any  of  our  other 
divisions  for  assistance  on  any  job. 

It  can  be  for  research.  Or  storage. 
Or  packaging.  Or  even  banking. 

So  now,  perhaps  businessmen  whc 
have  been  led  astray  in  the  past  will 
learn  the  folly  of  their  ways. 

Because  if  they  buy  everything 
today,  they  could  end  up  with  nothing 
tomorrow. 
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FORBES  pioneering  survey  of  mutual  funds  has  become  a  classic  in  the  field,  with  its 
focus  on  long-run,  not  short-run,  performance.  With  the  stock  market  and  so  many  funds 
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Ifou  can  operate 
the  SCM  111 

for  21%  less  than 
the  Xerox  72tt 

The  ground  rules  for  our  comparison  were  simple 
and  fairly  typical:  A)  7000  copies  per  month,  B)  5  copies  or 
less  from  each  original. 

The  operating  costs  of  our  SCM  111  Copier  (on  a 
12  month  Copy  Service  Agreement)  were  then  matched 
against  the  Xerox  720. 

No  Fine  Print 

SCM  costs  were  21%  less.  No  ifs  or  maybes.  A  clear 
cut  21%  less.  An  SCM  representative  can  give  you  com- 
parison figures  for  other  monthly  volumes. 

And  here's  the  kicker. 

SCM  will  guarantee  prices  against  an  increase  for 
up  to  24  months.  Xerox  doesn't  give  you  this  protection. 

Gentlemen,  Start  Your  Stopwatches 

Now,  about  our  copier.  The  SCM  111  is  faster  than 
the  720.  Our  "first  copy"  time  is  8  seconds.  Theirs  is  19 
seconds.  And  in  "copies  per  minute"  we  beat  them  16  to  12. 


I  \       The  SCM  111  also  holds  more  paper  than  the  720. 
E)0  sheets  versus  200. 

It  even  has  a  simple  push-button  to  choose  between 
sandard  and  legal  size  paper.  The  720  offers  only  one  size 
piper  at  a  time. 

Facts  Galore 

These  are  all  facts.  Call  an  SCM  representative  and 
J|3  won't  roll  in  a  copier.  He'll  roll  in  facts.  An  armful  of 
hem  if  you  want.  Then  you  make  the  decision. 
I         (P.S.  If  a  Xerox  man  is  talking  "2400"  or  "3600"  to 
l>u,  please  let  an  SCM  man  talk  "111."  It's  a  littler  number. 
vith  littler  costs.)         ffffff 


SMITH-CORONA  MARCHANT 

DIVISION    OF    SCM    CORPORATION 


The  SCM  111. 
We  made  it  to  be  better. 


Once  more,  with  feeling 
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Your  sports  car  years.  You're  thinking  of  them 
again.  And  why  not?  You're  making  it  at  work 
and  the  kids  are  making  it  for  themselves. 

So  once  again  your  time  is  yours. The  per- 
fect time  to  recapture  the  excitement  of  your 
sports  car  years.  And  the  way  to  do  it  is  with 
an  MGB/GT. 

A  sports  car  at  heart,  the  MGB/GT  features 
a  full-synchromesh  4-speed  gearbox,  rack- 
and-pinion  steering,  and  10.75-inch  disc 
brakes.  And  they  are  wrapped  up  in  a  sleek 
fastback  body  that  makes  the  MGB/GT  one 
of  the  most  beautiful  GT's  around. 

But  the  MGB/GT  is  just  as  big  on  practi- 
cality. Fuel  costs  are  lower  (up  to  25  miles 
to  the  gallon  is  not  uncommon).  And  resale 
prices  are  generally  higher  because  there's 
no  obsolescence  built  in. 

The  more  you  know  about  driving,  the 
>fj?y    more  you'll  appreciate  the  MGB/GT. 
Aj[r/j    In  totai.  a  most  practical  vehicle 
£»tafi0  for  a  trip  you  so  richly  deserve. 
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For  overseas  delivery  information,  write  British  Leyland  Motors  Inc.,  Leonia.  N.J.  07605. 
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Side  Lines 


Tony 

Jacklin 


A  Letter  from  London 

Late  this  spring,  Forbes  sent  Senior  Editor  Harold  Lavine 
to  London  to  report  on  British  and  European  business.  In 
addition  to  the  articles  he  files  for  the  magazine  (in  this  is- 
sue, "New  Bearings,"  p.  31),  he  occasionally  fires  off  chatty 
letters  to  Editor  Jim  Michaels.  Lavine  is  a  sharp  observer  of 
human  events.  We  thought  our  readers  might  enjoy  some 
excerpts  from  Hal's  latest: 

"I  stopped  reading  sports  pages  when  I  was  15,  but  I've 
started  reading  them  again.  You  have  to,  in  this  country,  if 
you're  to  survive. 

"There's  no  other  topic  of  conversation  except  garden- 
ing. I  arrived  here  during  the  General  Election.  No  one 
talked  about  the  election.  Hell,  the  World  Cup  matches 
were  on.  When  England  lost  the  World  Cup,  it  was  as 
though  a  disaster  had  befallen.  When  Tony  Jacklin  won  the 
U.S.  Open,  it  was  England's  finest  hour  since  the  Battle 
of  Britain. 

"You  pick  up  the  Guardian  and  read,  'A  Dark  Day  for 
England.'  What  happened?  Jones  of  England  came  in  only 
second  in  the  100  metres. 

"Meanwhile,  this  country  is  in  deep  economic  trouble. 
Yes,  British  management  on  the  whole  is  extremely  com- 
petent, but  100,000  Alfred  P.  Sloans  could  not  save  this 
country  from  another  financial  crisis. 

"A  few  figures  illustrate  the  problem.  England  has  the  lowest  wage 
scale  of  any  industrialized  nation  in  Western  Europe  except  Italy.  Yet  it 
has  the  highest  labor  costs  in  the  world.  The  reason  is  that,  if  one  man 
can  do  a  job  efficiently,  the  English  seem  to  hire  three  or  four. 

"The  dock  strike  was  a  big  strike,  but  that's  unusual.  Normally,  you 
have  16  people  striking  here,  38  striking  there.  These  strikes  may  seem 
insignificant  except  for  one  thing:  This  country  has  craft  unions  in  the 
mass-production  industries.  There  are  two  dozen  unions  in  the  auto  in- 
dustry, for  example.  In  some  cases,  you  have  two  rival  unions  represent- 
ing the  same  craft  in  the  same  plant.  The  result  is  that  16  people  striking 
in  the  plant  of  a  British  Leyland  supplier  can  shut  down  BL's  truck  as- 
sembly lines.  Until  the  dock  strike,  imports  of  cars  were  increasing 
alarmingly,  because  the  U.K.  companies  couldn't  guarantee  delivery. 

"And  this  country  is  talking  about  joining  the  Common  Market. 

"Then,  of  course,  there  is  the  madness  of  socialism.  England's  high- 
technology  companies,  I'm  told  by  Americans  who  should  know,  are 
very  good.  Unfortunately,  there  are  obsolete  companies  in  the  U.K.  too. 
Now  how  does  socialism  work?  You  socialize  the  companies  that  shouldn't 
exist.  The  coal  mines  are  the  prime  example.  Those  veins  were  worked 
out  two  generations  ago.  How  does  the  National  Coal  Board  keep  the  mon- 
ey-losing mines  open?  By  taxing  the  advanced  industries.  Meanwhile,  the 
one  hope  of  England  for  cheap  energy  is  natural  gas,  and  the  Coal 
Board  has  fought  it  tooth  and  nail— with  government  money. 

"One  of  the  weirdest  experiences  you  have  is  discussing  these  matters 
with  an  Englishman.  He  won't  disagree  with  you,  because  he  knows  what 
you're  saying  is  true.  I  met  an  editor  of  a  left-wing  publication.  He  said  it 
was  lucky  in  a  way  that  the  Conservatives  had  won,  because  a  Labour 
government  couldn't  do  anything  about  the  unions.  Why  doesn't  he  say 
so  in  his  paper?  It's  a  Labour  paper. 

"Whatever  the  newspapers  may  say,  the  English  don't  get  really  up- 
set by  all  this.  They're  sure  God  won't  let  disaster  befall  them. 

"P.S.  One  thing  I  like  about  the  U.K.  is  the  Queen's  English.  The 
Daily  Telegraph  described  Chet  Huntley  as  a  'news  reader.'  "  ■ 
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tor's ears  and  it's  a  tune  we  want  to 
keep  playing. 


Get  the  whole  story. 

Write  for  our 

'69  annual  report. 


BLISS 
& 

LAUGHUN 
industries 

136  W.  22nd  Street  •  Oak  Brook,  III.  60521 

•  Construction  tools  and  equipment  •  Land 
development  and  financial  services  •  Furniture 
and  appliance  parts  •  Cold  finished  steel  bars 


Trends 

&  Tangents 


FOREIGN 


On  the  Go 

Tight  money  apparently  is  not 
cutting  into  foreign  travel.  The  Or- 
ganization for  Economic  Co-Opera- 
tion  and  Development  reports  that 
among  its  member  countries  the 
overall  growth  rate  of  tourism  was 
10%  to  12%  last  year.  This  trend 
continues  with  travel  to  Europe  and 
Japan  (including  the  draw  of  the 
Osaka  Expo)  up  more  than  30% 
in  1970.  With  disposable  income 
in  Germany,  Great  Britain  and  the 
U.S.,  three  of  the  major  generators 
of  foreign  travel,  due  to  rise  more  in 
1970  than  in  1969,  the  recent  sharp 
growth  is  expected  to  continue. 


BUSINESS 


Striking  It  Rich 

A  major  U.S.  deposit  of  antimony 
has  been  found  in  Thompson  Falls, 
Mont.,  and  processing  will  soon  be- 
gin at  a  new  antimony  mill,  one  of 
the  nation's  largest.  John  C.  Lau- 
rence, president  of  Agau  Mines, 
Inc.  and  U.S.  Antimony  Corp.,  said 
recent  geological  reports  indicate 
the  presence  of  about  330,000  tons 
of  antimony  and  the  possibility  of 
other  veins.  Its  versatility  in  hun- 
dreds of  products  from  shrapnel  to 
ball  bearings  and  storage  batteries 
to  plastics  has  created  a  tremen- 
dous demand  for  the  scarce  ore. 
Until  1963,  when  it  was  cut  off, 
the  main  supply  came  from  China. 

Read  All  About  It 

By  the  end  of  next  year  a  new 
national  daily  newspaper,  to  be 
named  the  Morning  News,  is  slat- 
ed to  reach  hundreds  of  newsstands 
across  the  U.S.  Inspired  by  he 
Monde  and  the  Wall  Street  Jour- 
nal, it  would  be  published  Monday 
through  Friday  simultaneously  in 
several  cities,  will  never  exceed  16 
pages,  and  will  keep  advertising 
under  60%  of  total  space.  Its  staff, 
consisting  of  some  two  dozen  name 
writers  working  out  of  Washington, 
will  emphasize  news  significance 
rather  than  ape  radio  and  TV7  news 
coverage.  Promoters  Dun  Gifford 
and  Walter  Pincus  will  aim  first  at 
"virgin"  cities  where  no  morning 
dailies  now  exist. 


Cummins  Engine  Roars 

"By  1970,  all  the  pieces  will  be 
in  place,"  said  J.  Irwin  Miller, 
chairman  of  Cummins  Engine  an- 
swering his  critics  in  1969.  He  was 
right.  After  a  sudden  decline  in 
1967,  when  earnings  plunged  78% 
on  an  8%  sales  drop,  Cummins  has 
climbed  steadily  back  up;  the  lat- 
est figures  show  earnings  of  $11.7 
million,  or  $1.92  per  share  for  the 
first 'half  of  1970,  up  17%  from 
last  year  on  a  12%  sales  gain.  In 
light  of  these  gains,  Cummins  is 
planning  expansion  of  plants  in  Co- 
lumbus, Ind.  and  in  Scotland  for  a 
capacity  increase  of  over  100%. 

Everybody  Out  of  the  Pool 

Halfway  into  1970,  the  pool  in- 
dustry is  watching  its  once-high 
hopes  sink  along  with  sales.  Equip- 
ment sales  may  finish  the  year  as 
much  as  20%  below  1969  levels. 
Even  now,  at  the  season's  high 
point,  some  manufacturers  are  dis- 
cussing laying  off  sales  and  produc- 
tion personnel.  It  isn't  lack  of  fi- 
nancing that  has  helped  drain  buy- 
ers from  the  pool  market,  but  rather 
a  cool  summer  plus  public  wariness 
of  spending  while  the  economy  re- 
mains sluggish.  Said  one  dealer 
quoted  in  Pool  News,  "It's  so  bad, 
if  I  weren't  the  boss,  I'd  quit."  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $9.50,  □  2 
years  $15,  □  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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READERS  SAY 


Power  Solution 

Sir:  "To  Keep  the  Lights  Burning" 
(Forbes.  July  15)  was  a  most  interest- 
ing and  penetrating  article  on  problems 
facing  power  companies  today.  I  found  it 
to  be  very  enlightening.  However,  I 
should  like  to  point  out  one  discrepancy 
in  the  article;  that  being  the  implication 
that  the  Cincinnati  Gas  &  Electric  Co. 
has  "stretched  out  depreciation  sched- 
ule" to  report  better  earnings. 

Our  currently  effective  depreciation 
rates  have  not  been  changed  since  1958, 
at  which  time  they  were  increased  to  re- 
flect  shorter  estimated  plant  lives.  We 
have  strictly  adhered  to  a  policy  of  not 
voluntarily  adopting  any  accounting  op- 
tions for  the  sole  purpose  of  reporting 
improved  earnings. 

—Miles  J.  Doan 

Sr.  Vice  President. 

Cincinnati  Gas  &  Electric  Co. 

Cincinnati,  Ohio 

We're  tony.  Forbes  goofed  and  we're 
glad  to  set  Cincinnati  Gas  ir  Electrics 
great  record  straight— Ed. 

Sin  M>  sincere  congratulations  to  you 
on  your  recent  article  on  the  power  in- 
clustrv .  It  achieves  perhaps  the  two  most 
critical  elements  (it  any  news  report- 
factual  strength  with  a  marked  degree  of 
topical  insight.  The  story  also  shows  a 
clear  grasp  of  economic  trends  affecting 
our  industry. 

In  a  capital-intensive  industry  such  as 
ours,  the  need  to  keep  abreast  ot  the 
movements  in  mone\  costs  is  as  impor- 
tant as  new  technology:  One  major  solu- 
tion is  affiliation  ot  some  smaller  compa- 
nies into  larger  more  financially  muscular 
companies  callable  of  turning  hack  in- 
flationary sallies.  As  you  suggest  in  your 
article,  the  SKC  is  still  committed  to 
Curbing  the  speculative  excesses  of  the 
Twenties.  Neither  experience  nor  logic 
suggest  that  larger  companies  mean  less 
efficient  companies;  they  do  suggest  low- 
er costs  tor  both  the  company  and  its 
customers. 

— Robert  F.  Krause 

President, 

New  England  Electric  System 

Westboro,  Mass. 

Sir:  .  .  .  extremely  good,  comprehen- 
sive, objective  and  fair. 

—Charles  Tatham 

Vice  President. 

Bache  &  Co. 

New  York,  N.Y. 

To  Make  the  Going  Great 

Sir:  Your  editorial  comment  on  the 
state  of  Pan  Aid's  health  presents  an  as- 
tute diagnosis  and  an  imaginative  pre- 
scription (Fact  t~  Comment,  June  15). 
Pan  Am  needs  domestic  routes,  either 
through  government  awards  or  through 
merger.  Any  airline  with  some  90  com- 
petitors is  obviously  suffering  from  an 
i Continued  on  page  82) 


Today,  mug,'  meaning  cup,  is  rapidly  being  overshadowed  by  'mug' 
meaning  assault  and  strong-arm  robbery. 

Except  in  Milwaukee,  the  safest  large  city  in  the  country. 

In  Milwaukee,  'mug'  still  evokes  the  traditional  gemutlichkeit  of 
friendship,  good  food,  and  drink. 

Nationwide,  serious  crime  increased  by  11%  in  1969  according 
to  FBI  figures.  In  Milwaukee,  serious  crime  decreased  by  14%,  con- 
tinuing an  impressive  record  of  crime  control  and  reduction. 

That's  very  important  when  you're  thinking  of  moving  your  plant 
or  business  —  and  your  people. 

Write  or  call  the  Division  of  Economic  Development  for  the  infor- 
mation you  need  on  Milwaukee  as  your  best  move.  Better  yet,  pay 
a  visit  or  hold  your  next  sales  meeting  or  convention  in  Milwaukee. 

You'll  agree  that  Milwaukee's  gemutlichkeit  is  truly  a  refreshing 
way  of  life. 

Write  Dept.  FBS-870  for  Gemutlichkeit  folder. 

DEPARTMENT   OF   CITY    DEVELOPMENT 

Division   of   Economic   Development 
City  Hall  —  Milwaukee,   Wisconsin   53202 

Milwaukee:  a  beautiful  way  of  life 

^Milwaukee   hospitality,   gracious   living,   concern   for  neighbors,   cordial  acceptance  and  friendliness. 
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How  systems  engineering 

can  produce 

a  total 

plant  facility  system. 


The  systems  engineer  regards  any 
facility  for  the  production  or  distri- 
bution of  goods  or  services  as  a 
total  process  which  uses  men,  ma- 
chines, material  and  money  to  per- 
form specific  functions.  Before 
concerning  himself  with  the  details 
of  design  and  construction,  he  ana- 
lyzes the  objectives  of  the  system 
as  well  as  the  methods  available  to 
attain  them.  On  the  basis  of  this 
analysis  he  recommends  the  best 
solution  to  the  problem.  The  result 
is  a  "Total  Plant  Facility  System." 

This  approach  offers  significant 
benefits  to  the  user  in  that  it  organ- 
izes data  in  a  way  that  presents 
decision  makers  a  clearer  idea  of 
the  choices  open  to  them  and  a 
better  method  of  measuring  results 


against  both  expectations  and 
objectives. 

The  Austin  Method,  a  concept 
which  integrates  and  coordinates  a 
full  range  of  consulting,  engineer- 
ing and  construction  services  with 
undivided  responsibility,  is  a  sys- 
tems approach  to  the  development 
of  solutions  to  plant  facility  prob- 
lems. The  approach,  based  on 
nearly  a  century  of  service  to  com- 
merce and  industry,  produces 
measurable  benefits  in  time,  effort 
and  money  for  Austin  clients. 

Austin  offers  seven  engineering- 
economic-consulting  services  in  its 
comprehensive  portfolio  of  serv- 
ices. They  are  an  important  initial 
step  in  a  systems  approach  to  es- 
tablishing objectives  and  require- 


ments of  the  total  facility.  These 
services  include: 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


MILLENNIUM 


If  you're  not  dead  certain  of  what  the  word  "millennium" 
means,  I  can  give  you  a  perfect  example. 

President  Nixon  and  his  sensible  Shultz  have  asked 
the   Congress   not   to   vote   for   more   spending   than   the 


revenues   (spelled  t-a-x-e-s)   they  have  voted  to  provide. 
The  day  the  Senate  and  House  of  Representatives  en- 
act that  suggestion  could  only  be  described  as  a  or  the 
millennium. 


IN  REAL 

Our  universities,  public  and  private. 

And  I  don't  mean  from  student  strikes  and  campus  tur- 
bulence. Xor  do  I  refer  to  undergraduate  psychotics  dedi- 
cated to  the  literal  destruction  of  the  country's  colleges. 
The  latter  are  identifiable  and  removable  cancers  and  the 
former  have  usually  sprung  from  undergraduates'  strong 
feelings,  right  or  wrong,  about  wrongs  they  want  righted. 

No.  the  perils  to  the  great  learning  centers  of  our  land 
are  tar  more  complex,  far  more  difficult  to  cure.  Universi- 
ties must  have  money  to  exist,  and  the  last  couple  of  years 
that   necessitous  commodity  has  come  into  short  supply. 

The  freedom  and  vehemence  with  which  undergrad- 
uates these  days  express  their  concerns  have  antagonized 
many  of  their  older  countrymen  whose  labor  produces  the 
taxes  and  the  gitts  that  support  these  institutions. 

Long  hair  and  bizarre  dress  have  produced  more  in  the 
way  of  fallout  than  mere  dandruff.  This  adult  reaction 
may  be  as  absurd  as  the  clothes  and  beards  students 
wear,  but  it  has  had  grievous  impact  on  the  public  sup- 
port which  is  prerequisite  to  political  appropriations  and 
much  alumni  benevolence. 


PERIL 

On  top  of  this,  endowment  funds  have  shrunk  with  the 
market. 

Other  operational  costs  have  climbed  as  much  or  more 
for  colleges  as  they  have  for  families  and  companies. 

American  business  is  in  a  profit  squeeze,  but,  thank 
goodness,  almost  all  businesses  have  had  some  profit  to  be 
squeezed.  Universities,  however,  have  no  such  thing  and 
such  rainy  day  reserves  as  endowments  can  meet  only  an 
infinitesimal  part  of  their  annual  costs. 

It  will  be  a  very  dark  hour— and  that  dark  hour  is 
nearer  at  hand  than  we  realize— should  many  colleges 
close  their  doors  in  bankruptcy;  should  others  have  to 
curb  or  cut  out  assorted  departments  and  dismiss  those 
who  spend  their  lives  on  things  of  mind  and  matters 
that  matter. 

It  behooves  everyone  who  loves  this  land  of  freedom, 
who  can  look  beyond  his  nose,  who  really  understands 
that  our  greatness  lies  not  in  Things  but  in  Freedom  in 
the  true  sense,  to  wake  up  and  help  stanch  the  tide  of 
misunderstanding  and  hatred  that  threatens  to  diminish 
our  universities. 


UNCONSCIONABLE 


When  my  father  was  outraged  by  some  really  bad  viola- 
tion of  business  ethics,  he  would  brand  it  "unconscionable." 

I  think  it  appropriate  to  use  that  word  to  describe  the 
present  situation  whereby  a  corporate  employee  forfeits  all 
equity  of  time  and  money  in  his  company's  pension  plan 
should  he  leave  voluntarily,  be  fired  or  the  company  go 
under. 

Soundly  conducted  retirement  plans  are  funded  annual- 
ly. The  Government  encourages  their  existence  by  making 
the  corporate  contribution  a  fully  deductible  business  ex- 


pense. Yet  if  a  man,  after  ten  or  more  or  less  years,  shifts 
jobs  by  desire  or  necessity,  he  usually  loses  all. 

That  is  not  right. 

It  is  heartening  to  see  President  Nixon  pushing  legisla- 
tion that  will  safeguard  employees'  contributions  in  cases 
of  bankruptcy  or  misuse  of  such  funds.  I  hope  the  measure 
ultimately  will  include  some  form  of  vested  interest  in  in- 
dividual pension  benefits  so  that  if  a  man  should  be  fired 
or  leave  a  company  after  a  certain  period  of  time  he  can 
take  at  least  a  reasonable  part  of  his  equity  along  with  him. 
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ONCE  UPON  A  TIME  .   .   . 


The  White  House 
Washington 

August  19, 1957 
Dear  Senator  Forbes: 

As  your  friends  join  in  greeting  you  on  this 
anniversary,  it  is  a  pleasure  to  be  counted 
among  them.  And  naturally  our  thoughts 
are  centered  upon  wishing  you  many  happy 
returns  of  the  day,  ivith  the  next  one  finding 
you  in  the  Governor's  chair. 
With  warm  regard, 

Sincerely, 
Dwight  D.  Eisenhower 
The  Honorable  Malcolm  Forbes 
Far  Hills 
Neiv  Jersey 


The  other  day  one  of  our  sons  brought  in  the 
above  letter  from  the  Forbes  collection  of  Presiden- 
tial Letters.  "Pop,  in  a  few  days  you'll  be  51.  Do  you 
remember  what  happened  this  time  13  years  ago?" 

For  all  of  us  some  events  seem  like  they  hap- 
pened yesterday,  no  matter  how  many  years  have 
elapsed,  whereas  other  happenings  seem  to  have  oc- 
curred a  century  ago.  The  event  here  depicted  fits 
both  categories. 

Our  young,  shown  in  the  ritualistic  Candidate 
Visit  to  the  White  House,  are  now  pretty  much  full 
grown;  Father  is  now  gray,  jowled  and  creviced.  Only 
the  Mother  of  the  clan  has  shown  little  change  in 
appearance  over  the  years. 

For  me,  the  fiery  political  flames  were  banked  and 
died  over  a  decade  ago.  But  I  remember  feeling  like 
such  a  hypocrite  when  people  would  say,  during  the 
course  of  my  numerous  political  campaigns  in  the 
years   immediately   following   World   War   II,   how 


much  they  admired 
any  young  man  de- 
voting so  much  time 
to  public  life.  Fired 
throughout  youth  by  . 
vaulting  political  am-, 
bition,  nothing  could, 
then  have  kept  me 
from  politics. 

Now  nothing  could 
induce  me  to  under- 
take any  political  post, 
and  I  have  come  gen- 
uinely to  admire  and 
appreciate  good  men 
who  do.  It  really  does 

mean,  you  know,  giving  up  virtually  all  privacy,  vir- 
tually all  family  life,  virtually  all  prospects  of  earning 
much  money,  all  chance  of  occasional  carefree  quiet. 

Instead  of  just  one  boss  in  the  office  and  one  at 
home,  men  questing  and/  or  having  public  office 
have  a  thousand  thousand  bosses:  everyone  who 
votes  or  will  grow  to  vote;  every  Interest,  every  pres- 
sure group,  every  ethnic  group.  Every  individual 
mad  about  anything  trivial  or  momentous  feels  free 
and  is  tree  to  have  his  demands  heard  and  sometimes 
heeded  by  publicos. 

How  my  wife  hated  the  whole  business.  This  pic- 
ture with  then-Vice  President  Nixon,  during  that 
long-ago  Forbes  gubernatorial  effort,  is  a  bit  sym- 
bolic—you have  to  look  hard  to  see  that  she  is  there 
in  the  background.  The  business  of  touring  and  wav- 
ing and  sitting  on  platforms  and  accepting  flowers 
and  being  called  on  for  a  few  words  she  found  in- 
finitely more  painful  than  bearing  our  babies.  And  I 
believe,  with  a  few  notable  exceptions,  that  this  is 
true  of  most  wives  of  political  figures,  including  ev- 
ery First  Lady  except  perhaps  Dolley  Madison  and 
Mrs.  Franklin  D.  Roosevelt. 

What's  all  this  got  to  do  with  business  and  the 
economy  and  the  stock  market  and  next-quarter  earn- 
ings and  who's  running  what  companies  how  well? 

Nothing  really,  except  birthdays  remind  even  busi- 
nessmen, able  and  young  and  old  and  able,  that  age 
we  must  and  age  we  do  and  at  a  rate  that  sometimes 
seems  very,  very  fast. 

The  man  who  said  tempits  fit  git  was  wrong. 

It  goes  like  lightning. 

Tomorrow  does  come  and  we're  all  very  soon  gone. 

So,  in  living,  let  live— when  you've  anything  to 
sav  about  the  matter. 
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-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Some  offices 
area  lot  like  zoos. 

Some  offices  are  thrown 
together  without  thought,  solely  for 
the  purpose  of  production.  This  tends 
to  dehumanize,  reactions  become  rote, 
work  slows.  People  start  thinking  like 
caged  animals,  start  watching  the 
clock.  It  wastes  money. 

The  alternative  is  a  GF  Space 
Center.  This  is  a  completely  equipped. 


task-oriented  working  environment 
with  everything  a  person  needs  right 
at  hand.  And,  it's  comfortable,  easy 
to  keep  clean,  and  available  in  a 
number  of  colors  and  finishes.  It  has 
the  privacy  needed  for  work,  plus 
easy  contact  with  other  workers  and 
supervisors.  It  can  also  be  arranged 
and  rearranged  easily  according  to 
workflow  and  volume. 

GF  Space  Centers  free  people 
from  the  9  to  5  zoo.  They're  designed 
for  people. 

GF:  First  in  Form  and  Function. 
For  a  more  detailed  explanation  of  the 
advantages  of  the  GF  Space  Center, 
write  The  General  Fireproofing 
Company,  Youngstown,  Ohio  44501, 
or  call  your  local  GF  branch  or 
dealer  listed  in  the  Yellow  Pages. 


GF  Business  Equipment 
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Take  yourself  through \fepco's  Central  Virginia. 
Follow  your  finger  across  this  page. 


© 


MT.  STORM 


1.  You  are  in  Charlottesville, 
the  home  of  Thomas  Jefferson 
and  his  beloved  University  of 
Virginia.  A  university  that  now 
offers  excellent  graduate  schools 
and  research  facilities.  You  look 
at  this  beautiful  countryside  and 
you  say  to  yourself:  "A  man 
could  do  something  fine  here." 

2.  Among  the  plant  sites, 
industries  and  facilities  in  the 
Waynesboro  area,  you  see  an 
incredible  sight:  Workers  who 
believe  in  working  for  a  living. 
They  learned  the  value  of  work 
on  the  farms  around  here  and 
they  never  forgot  it. 

3.  In  Staunton,  birthplace  of 
Woodrow  Wilson,  you,  too,  can 
look  about  and  see  a  bigger 
world  out  there:  The  whole 
northeast.  Its  problems  aren't 
very  close  to  you.  But  you  can 
ship  to  it  overnight  and  it 
represents  some  60%  of  the  major 
U.S.  markets. 

4.  Harrisonburg.  This  major 
manufacturing  center  puts  you 
in  the  middle  of  the  beautiful 
Shenandoah  Valley.  In  the 
middle  of  many  potential 
suppliers  and  customers.  But 


because  of  the  way  people  are 
here,  it's  not  likely  to  surround 
you  with  labor  difficulties. 

5.  You're  in  an  airplane, 
looking  down  at  our  Mount 
Stotm  Mine-Mouth  Generating 
Station.  Instead  of  ttansporting 
coal  to  a  powet  plant  in  the  city,  we 
generate  power  where  the  coal  is 
found.  And  send  the  electricity 

to  the  city  at  186,000 
miles  a  second.  Which 
is  considerably 
faster  than  coal 
trains,  as  good 
as  they  are  here. 

6.  While 
you're  relaxing 
at  the  Greenbrier 
near  Covington  and 
Clifton  Forge,  you 
wonder.  How  can  you 

be  so  close  to  your  markets, 
yet  so  far  from  their  problems? 
The  way  to  find  out  is  to  call 
J.  Randolph  Perrow  at 
(703)  771-3767.  He  is  the  Man- 
ager, Area  Development,  of  the 
Virginia  Electric  and  Power 
Company,  Richmond,  Virginia 
23209- And  if  it's  useful  informa- 
tion you  want,  nobody  seems  to 
offer  more  of  it  than  he  does. 


HARRISONBURG 


CHARLOTTESVILLE 


GREENBRIER 
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Forbes 


A  Fate  Worse  Than  Bankruptcy? 

L-T-V  has  avoided  formal  bankruptcy.  But  for  a  long  time  the 
creditors,  not  the  stockholders,  are  going  to  run  the  show. 


When  a  corporation  is  in  trouble, 
whose  interests  are  likely  to  come  first 
—a)  the  employees,  b)  the  stockhold- 
ers, c)  the  tax  collector  or  d)  the 
banks  and  other  creditors? 

The  answer:  It  depends.  Consider 
last  month's  developments  at  problem- 
plagued  Ling-Temco-Yought.  The 
banks  and  debenture  holders— the 
creditors,  in  other  words  are  in  the 
saddle  at  L-T-Y  these  days.  The  in- 
terests of  everyone  else  concerned- 
employees,  stockholders  and  the  Fed- 
eral Government— are  now  secondary 
to  those  of  the  money  lenders. 

In  a  way  this  is  perfectly  normal. 
As  an  indignant  Calvin  Coolidge 
asked  when  European  nations  failed 
to  pay  their  World  War  I  debts: 
"They  hired  the  money,  didn't  they?" 
Ling-Temco-Vought  did  borrow  the 
money  and  it  did  pledge  its  assets 
against  repayment.  It  has  $700  mil- 
lion in  debt.  $75  million  of  which  will 
come  due  in  1971.  and  apparently 
earnings  from  subsidiaries  are  inade- 
quate to  cover  the  interest  charges. 
But  in  salvaging  their  own  interests, 
will  the  creditors  damage  the  inter- 
ests of  stockholders? 

Take  the  reports  that  L-T-Y  was 
lining  up  a  buyer  willing  to  fork  over 
$150  million  for  its  56%  ownership  of 
Braniff.  The  salt-  of  the  Branift  stock- 
would  probably  let  L-T-Y's  bankers 
sleep  tight  again.  But  L-T-Y  stock- 
holders, on  the  other  hand,  are  losing 
what  could  be  one  of  the  most  valu- 
able pieces  of  their  equity  at  a  time 
when  the  airline  business  is  in  a  de- 
pressed state.  And  when  Braniff,  in 
particular,  just  reported  a  1970  first- 
half  loss  of  $673,000  compared  with 
last  year's  $5.4-million  profit,  certain- 
ly Braniff  will  not  bring  a  top  price  in 
today's  market. 

With  founder  James  J.  Ling  serving 
merely  in  an  "advisory"  position  as 
vice  chairman,  the  bankers  have  full 
control  of  L-T-V's  assets  and  cash 
flow.  Especially  is  their  hand  strength- 
ened in  Jones  &  Laughlin,  the  acquisi1 
tion  that  put  L-T-Y  on  the  rocks.  Prior 
to  June  J&L  had  been  managed  as  a 
voting  trust,  with  J&L's  incumbent 
management  exercising  voting  control. 


L-T-V,  with  81%  of  J&L  stock,  has 
been  understandably  unhappy  about 
that.  In  May,  for  example,  J&L  man- 
agement voted  not  to  pay  a  cash 
dividend  on  its  common  stock,  elimi- 
nating a  source  of  cash  Ling  would 
have  welcomed  for  his  L-T-V. 

In  June  Ling  made  his  pitch  to  get 
voting  control.  He  vowed  to  union 
members  and  a  Pittsburgh  judge  that 
L-T-Y's  takeover  of  J&L  would  not  re- 
sult in  labor  cutbacks,  plant  shut- 
downs or  pension  fund  raids.  The 
pledge  was  good  enough  for  the  union 
members  to  withdraw  their  court  ac- 
tion, and  the  court  approved  L-T-V's 
assumption  of  full  management  con- 
trol. But  now  it  appears  there  was  a 
catch:  The  pledges  were  made  on 
Ling's  name  alone.  They  would  apply 
only  "in  the  event  that  I  [Ling]  am 
in  a  position  to  have  any  participation 
in  the  management"  of  J&L.  With 
Ling  out  of  active  management  of 
L-T-V  these  promises  may  no  longer 
be  binding  on  L-T-Y. 

Shuffling  the  Deck 

The  consolidation  of  LTV  Aero- 
space and  LTV  Eleetrosystems,  two 
of  L-T-V's  healthier  subsidiaries,  is 
also  part  of  the  banker's  takeover.  At 
the  moment  L-T-V  has  69%  of  the 
stock  of  Eleetrosystems  ($203  million 


sales)  and  63%  of  Aerospace  ($714 
million  sales).  For  tax  purposes,  the 
bankers  want  80%  ownership  so  that 
they  can  offset  profits  from  profitable 
subsidiaries  with  losses  from  others— 
thus  eliminating  corporate  income 
taxes.  The  tax  savings  could  go  as 
high  as  $15  million  a  year,  thus  divert- 
ing from  Uncle  Sam  to  L-T-V's  credi- 
tors a  substantial  amount  of  cash. 

How  can  the  parent  company  get 
the  additional  stock  in  the  subsidiar- 
ies? With  its  common  stock  almost 
worthless,  it  can  hardly  swap  stock. 

The  bankers  have  figured  out  an 
ingenious  way  to  raise  the  parent 
company's  ownership  of  the  two  sub- 
sidiaries. The  subsidiaries  have  cre- 
ated a  new  class  of  preferred  stock. 
The  stock  is  not  attractive  to  the  pub- 
lic: It  will  sell  at  $100,  is  nonconverti- 
ble  and  pays  only  4%.  But  it  is  attrac- 
tive to  L-T-V.  Beason:  The  new  stock 
carries  voting  rights.  Presumably,  no 
one  except  L-T-V  will  want  the  stock. 
Thus,  for  just  $13.8  million,  L-T-V 
can  raise  its  voting  control  of  the  two 
subsidiaries  to  80%-plus. 

As  part  of  the  deal,  the  subsidiaries 
will  turn  over  to  L-T-V  the  cash  they 
save  in  income  taxes  as  a  result  of  die 
consolidation  so  that  L-T-V  should 
easily  get  its  $13.8-million  investment 
repaid  in  cash. 
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There  are  other  maneuverings  too. 
In  June  L-T-V  converted  its  3.2  mil- 
lion shares  of  LTV  Aerospace  from 
Class  B  (nondividend-paying)  to  reg- 
ular common  stock  that  can  pay  divi- 
dends. Its  LTV  Electrosystems  Series 
A  preferred  stock  has  been  converted 
into  Class  B  common  stock,  to  help  it 
get  part  of  its  80%  ownership  of  LTV 
Electrosys terns.  Presumably  it,  too, 
could  later  be  converted  into  regular 
dividend-paying  common. 

All  this  shuffling  worries  some  LTV 
Aerospace  stockholders.  "In  the  past 
the  real  interest  of  L-T-V  was  to  get 
the  highest  possible  price  for  the 
stocks  of  its  subsidiaries,"  says  Roger 
Smith,  an  investment  analyst  at  Wood, 
Struthers  &  Winthrop,  adviser  to  the 
de    Vegh    mutual    fund,    which    has 


90,000  shares  of  LTV  aerospace  in 
its  portfolio.  Now,  says  Smith,  when 
L-T-V  wants  to  increase  its  ownership 
of  a  subsidiary  "its  interest  becomes 
the  lowest  price." 

To  Whose  Benefit? 

Smith  thinks  concern  over  these 
moves  has  helped  knock  LTV  Aero- 
space's stock  price  down  from  40  to  8 
in  the  last  year.  "LTV  Aerospace  is 
basically  a  healthy  company,"  he  says. 
"I  think  that  this  experience  is  going 
to  make  many  of  the  sophisticated  in- 
stitutional investors  unwilling  to  take 
positions  in  spinoffs  of  big  companies 
in  the  future.  The  interests  of  minori- 
ty shareholders  are  just  not  always 
identical  to  the  interests  of  the  parent 
company." 


On  Wall  Street  these  days,  the  big 
question  is  whether  Ling-Temco- 
Vought  can  make  it  without  going  into 
a  court-supervised  reorganization,  as 
did  Penn  Central.  Perhaps  a  better 
question  would  be:  Is  a  bankruptcy  of 
the  Penn  Central  type  the  worst  thing 
that  can  happen  to  a  company?  How- 
ever demanding  the  Penn  Central 
bankruptcy  may  be,  it  does  have  cer- 
tain advantages:  By  keeping  the  cred- 
itors at  arm's  length,  it  gives  the  trou- 
bled company  time  to  get  its  house 
in  order. 

What's  happening  at  L-T-V,  by 
contrast,  is  that  the  creditors,  mainly 
the  bankers,  hold  the  reins.  Whether 
that's  in  the  best  interests  of  everyone 
else  with  a  stake  in  L-T-V  and  its  sub- 
sidiaries remains  to  be  seen.   ■ 


Operation  Redeployment 

Celanese  preceded  most  of  the  conglomerates  in  the 
acquisition  game;  it  also  led  the  way  in  deglomerating. 


Celanese  Corp.,  the  big  New  York 
City-based  chemical  company,  was 
twice  a  forerunner  of  the  conglom- 
erates. Starting  in  1960  and  continu- 
ing throughout  most  of  the  decade,  it 
acquired  and  merged  its  way  from 
$264  million  in  sales  to  well  over  $1 
billion,  broadly  diversified  across 
synthetic  fibers,  plastics,  chemicals, 
paints,  petroleum  and  wood  prod- 
ucts. In  the  process,  like  the  later 
conglomerates,  it  accumulated  a  huge 
tangle  of  debt   and   preferred   stock. 

Then,  in  the  late  1960s,  when  the 
conglomerates  were  in  full  cry,  Celan- 
ese became  a  harbinger  of  conglom- 
erate fortunes  in  another  way.  A  num- 
ber of  its  acquisitions  turned  sour, 
and  its  debt  became  overly  burden- 
some. In  1968  Celanese  took  a  huge 
$135-million  write-off  against  earn- 
ings, and  began  selling  off  many  of 
its  acquired  operations.  This,  of 
course,  is  what  is  happening  to  many 
conglomerates  today. 

President  John  W.  Brooks,  52,  had 
been  one  of  the  architects  of  Celan- 
ese's  acquisition  program.  He  suc- 
ceeded Harold  W.  Blancke  as  chief 
executive  officer  in  1968,  just  as  the 
selling-off  process  was  getting  under 
way.  "We  saw  the  realities,"  says 
Brooks  today.  "We  weren't  afraid  to 
rock  the  boat." 

Rock  it  he  did.  After  taking  the 
1968  write-off  against  profits,  which 
threw  the  company  $77  million  into 
the  red  for  the  year,  Brooks  com- 
menced to  peel  off  one  operation  after 
another.  SIACE,  a  Sicilian  paperboard 
manufacturer,  was  sold  to  Italian  in- 
terests.  British   Paints   went   to   U.K. 


interests.  Konam,  a  Netherlands  pet- 
rochemical producer,  was  sold  to 
Dutch  interests.  Columbia  Cellulose, 
another  loser,  is  currently  on  the 
block  (its  sales  are  not  consolidated 
with  the  parent  company's).  Columbia 
actually  has  been  turned  around  and 
is  making  a  profit,  but,  says  Brooks, 
"We  still  want  to  sell  it." 

Same  Philosophy 

The  next  step  was  to  sell  Champlin 
Petroleum  Co.  and  Pontiac  Refining 
Corp.,  which  together  accounted  for 
about  15%  of  Celanese's  sales.  Both 
were  profitable  operations,  but,  says 
Brooks,  "Growth  is  only  about  4%  a 
year.  They  are  in  a  capital-intensive 
industry,  and  we  felt  we  could  do 
better  with  the  money  in  the  kind  of 
business  that  we  thoroughly  under- 
stand." As  though  to  forestall  any 
possible  liquidity  problems,  the  two 
companies  were  sold  last  December 
to  a  Union  Pacific  subsidiary  for  $240 
million,  $120  million  payable  this 
year  and  $40  million  in  each  of  the 
next  three  years. 

Along  the  way  Celanese  has  been 
lowering  its  long-term  debt,  which 
reached  $666  million  in  1967,  to  about 
$500  million  today.  "We  believe  in 
leverage  as  a  philosophy,  but  we  don't 
want  to  be  at  the  level  we  were  be- 
fore," says  Brooks.  The  company's 
1970  capital  program  of  $170  million 
does  not  demand  additional  debt. 

Painful  as  the  boat-rocking  was. 
Brooks  claims  that  Celanese  is  now  in 
the  best  financial  shape  in  many  years. 
More  important,  he  says,  it  is  primed 
to  begin  making  new  acquisitions— but 


in  a  more  orderly  way.  "We  want  to 
diversify  as  long  as  we  can  find  com- 
panies that  fit,"  says  Brooks.  Of  course, 
that's  just  what  Brooks  and  Blancke 
said  during  the  earlier  acquisition  pe- 
riod. Are  the  company's  managers 
now  better  equipped  to  judge  what 
fits?  They  have  in  mind  building  ma- 
terials, health  care,  hospital  supplies 
and  nonwoven  textiles,  among  others. 

For  now,  however,  Celanese  is 
again  primarily  a  maker  of  synthetic 
fibers,  which  account  for  well  over 
half  of  sales.  Chemicals  like  acetic 
acid,  methanol  and  formaldehyde  ac- 
count for  another  20%,  with  plastics 
like  high-density  polyethylene  chip- 
ping in  most  of  the  remainder. 

Fiber  sales  are  still  growing  nicely: 
Sales  of  polyester  staple,  for  example, 
were  up  20%  during  the  first  half  of 
1970.  In  polyacetal  plastic,  after  con- 
ceding du  Pont  a  two-to-three-year 
head  start,  Celanese  now  has  over  50% 
of  the  world  market.  However,  both 
fibers  and  plastics  are  intensely  com- 
petitive fields  where  profit  margins 
are  exceedingly  thin. 

Unlike  most  of  the  conglomerates, 
Celanese  has  come  through  this  mas- 
sive redeployment  of  capital  in  pretty 
good  shape.  Earnings  last  year,  $5.41 
a  share,  were  the  best  in  history,  and 
represented  a  return  of  about  14.7% 
on  stockholders'  equity— above  aver- 
age for  big  industrial  companies.  So 
far  this  year,  earnings  are  down— from 
•S37.8  million  to  $31.5  million  in  the 
first  six  months— but  the  decline  is  not 
out  of  line  with  the  trend  of  the  econ- 
omy. Best  of  all,  the  company's 
liquidity  hasn't  been  impaired.   ■ 
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The  Jet-Propelled  Bankers 

The  odds  are  good  that  the  747 you  fly  belongs  to  a  bank.  Through 
tax  benefits,   the  bank  may  make  more  on  it  than   the  airline. 


How  do  you  buy  SI. 3  billion  worth  of 
new  aircraft  when  you  have  lost  S66 
million  in  1970's  first  quarter,  are  bor- 
rowed up  to  the  hilt  and  are  short  on 
ready  cash?  If  you  are  one  of  the  Big 
Five  U.S.  airlines— American,  Eastern, 
Pan  American,  Trans  World  and 
United— you  don't  buy;  you  lease. 
Leasing  arrangements,  in  fact,  have 
been  a  kind  of  rescue  for  the  Big  Five. 
But  more  than  that,  these  arrange- 
ments are  tremendously  profitable  to 
the  banks  and  other  lessors. 

Leasing  by  the  Big  Five  is  snow- 
balling. At  the  end  of  1969  they  were 
leasing  aircraft  whose  purchase  prices 
totaled  about  $1.5  billion.  Of  the  747s 
slated  for  delivery  by  the  end  of  this 
year,  over  half  are  scheduled  to  be 
leased,  and  more  will  be  added.  By 
the  end  of  1970,  the  747s,  in  addition 
to  other  aircraft  leased  this  year,  will 
raise  the  value  of  leased  aircraft  by 
$700  million,  an  increase  of  almost 
50?  over  1969. 

56%  Re  f urn 

Here's  how  c  typical  leasing  deal 
would  work  for  a  single  747.  The 
bank  puts  up  $5  million  of  the  plane's 
approximate  $20-million  cost  and  bor- 
rows the  $15-million  balance  at,  say, 
LOS  from  outside  sources  such  as  in- 
surance companies,  pension  funds,  or, 
in  two  recent  cases,  the  general  public. 
Typically,  the  airline  pays  the  bank 
$2  million  annual  rent  tor  15  years,  at 
which  time  it  has  an  option  to  pur- 
chase at  fair  market  value.  Out  of  this 
$2  million  the  bank  pays  interest  to 
its  creditors  and  retires  the  principal 
over  the  life  of  the  loan.  That  leaves 
a  cash  flow  of  about  §170,000.  What's 
so  great  about  a  $170,000  return  on 
a  $5-million  investment? 

That's  only  the  beginning.  The 
bank,  as  owner,  is  entitled  to  the  7% 
investment  tax  credit  of  $1.4  million 
right  away.  It  is  also  entitled  to  ac- 
celerated depreciation  for  tax  pur- 
poses.  Using  the  sum-of-the-years-dig- 
its  method  to  calculate  accelerated 
depreciation  adds,  in  the  first  year  of 
the  lease,  another  $1.3  million  to  earn- 
ings after  taxes.  Total  first-year  cash 
flow  for  the  bank:  $2.8  million,  with 
$2.7  million  of  it  coming  from  tax 
benefits.  That's  a  56%  return  on  the 
bank's  own  investment  in  the  very 
first  year.  After  ten  years  the  depre- 
ciation credit  is  lower  and  there  is  no. 
investment  tax  credit,  leaving  total 
after-tax  earnings  of  $950,000.  Still  a 
return  of  nearly  20%. 

The  outside  lenders  have  meantime 


their  solid  \0%  return  (the  latest  of- 
fering to  the  public  was  at  11%)  plus 
(for  security)  an  assignment  of  the 
lease,  a  security  interest  in  the  aircraft 
and.  with  the  recent  public  issues,  a 
guarantee  by  the  airline  of  principal 
and  interest  on  the  aircraft. 

As  for  the  airlines,  their  recent  poor 
earnings  records  have  left  them  with 
large,  unused  tax-loss  carry-forwards. 
If  the  airlines  bought  the  planes  on 
their  own,  they  would  be  forced  to  de- 
fer using  the  accelerated  depreciation 
and  investment  tax  credits.  In  fact, 
they  are  in  danger  of  permanently  los- 
ing the  investment  tax  credit,  since 
the  law  states  it  may  not  be  carried 
forward  for  more  than  seven  years. 
If  an  airline  had  to  borrow  the  $20 
million  to  pay  for  a  747  but  could  not 
take  advantage  of  all  the  tax  benefits, 
its  first-year  earnings  would  be  re- 
duced by  $1.1  million. 

Under  a  leasing  arrangement,  how- 
ever, the  bank  can  utilize  the  tax 
benefits  and  pass  some  of  them  along 
to  the  airline.  The  airline  thus  winds 


up  paying  in  annual  rent  to  the  bank 
the  equivalent  of  only  6.6%  in  interest, 
after  tax  benefits,  far  less  than  it 
would  have  to  pay  if  it  had  to  borrow 
the  money  to  purchase  the  plane  on 
its  own. 

Question  of  Timing 

It  is  only  because  of  the  airlines' 
poor  earnings  that  this  kind  of  leasing 
deal  has  become  attractive  to  them. 
Of  the  four  most  prosperous  airlines- 
Continental,  Delta,  National  and 
Northwest— none  has  any  aircraft  on 
such  leases. 

So  it's  a  great  deal  for  all  the  par- 
ties concerned.  The  banks  get  their 
major  benefits  in  the  form  of  tax  de- 
ductions now,  when  their  earnings  are 
high,  and  direct  earnings  contributions 
later,  when  they  may  be  more  wel- 
come. The  airlines  get  an  immediate 
contribution  to  earnings  when  it  is 
sorely  needed.  And  the  lender  gets 
his  high  return.  In  short,  this  is  one 
of  the  rare  instances  when  the  tax 
laws  make  everyone  happy.  ■ 


Come  Josephine  In  My  Banker's  Machine.  Not  so  far-fetched,  con- 
sidering that  New  York's  First  National  City  Bank,  for  one,  currently 
owns  more  than  1 00  airplanes  valued  at  over  a  half-billion  dollars. 
The  1 2  major  U.S.  airlines  now  lease  close  to  $3  billion  worth  of 
planes    from    banks    and    other    owners    outside    the    airline    industry. 
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Everybody  In 


What  business  are  Westinghouse,  Travelers  Insurance,  Lever  Bros,  and 
First  National  City  Bank  all  in   together?   The  computer  business. 


Everybody  knows  who's  who  in  com- 
puter manufacturing.  First  comes  IBM 
with  the  lion's  share.  Then  comes  ev- 
eryone else:  GE-Honeywell,  Speny 
Rand,  RCA,  Burroughs,  Control  Data, 
NCR  and  a  few  others.  As  for  com- 
puter services,  isn't  that  a  business  for 
small  speculative  companies? 

Little?  Like  Burlington  Industries? 
Or  McDonnell  Douglas?  The  fact  is 
that  the  latest,  biggest  thing  in  com- 
puter services— which  is,  after  all,  by 
far  the  fastest-growing  end  of  the 
business— are  the  giants  of  manufac- 
turing, retailing  and  banking.  They 
are  coming  in  so  they  can  wring  more 
profit  from  their  huge  computer  facili- 
ties and  dearly  bought  knowhow. 

The  prize  is  sumptuous.  Last  year 
sales  of  computer  services— software, 
time-sharing,  programming  and  edu- 
cation—ran some  $2.15  billion,  and 
seem  headed  for  $6.2  billion  by  1973. 
The  big  newcomers  want  a  share. 

Last  January,  for  example,  Westing- 
house  organized  its  Tele-Computer 
Systems  Corp.  So  far,  90%  of  its  busi- 
ness is  with  other  Westinghouse  di- 
visions. But  it  is  optimistic  that  by 
1973,  50%  of  revenues  will  come  from 
outside.  "We  had  developed  a  lot  of 
knowhow  and  a  tremendous  collection 
of  computer  programs,"  says  Robert 
C.  Cheek,  president  of  the  650-em- 
ployee  subsidiary.  "We  decided  that 
if  they  were  good  enough  from  our 


standpoint  they  ought  to  be  market- 
able outside  the  corporation  as  well." 
One  of  Westinghouse's  most  suc- 
cessful programs  is  an  order-process- 
ing and  inventory-control  system 
called  TOPS  (for'  Teletype  Order 
Processing  System ) .  Over  the  years 
Westinghouse  has  steadily  added 
more  of  its  own  divisions  to  the  TOPS 
system.  Now  Cheek  sees  no  reason 
why  it  can't  add  outside  companies 
to  the  system  just  the  way  it  added 
divisions.  The  customer  would  not 
have  to  pay  the  huge  cost  of  develop- 
ing the  system  himself.  And  Westing- 
house would  get  added  revenue  from 
a  project  whose  cost  it  presumably 
has  already  written  off. 

A  Sure  Thing 

The  fantastic  growth  projections 
are  what  attract  big  corporations  to 
the  computer  services  market.  "Every- 
thing I  have  read  about  this  software 
market  indicates  a  growth  rate  of  50% 
a  year,"  says  Jeff  Grandy,  a  vice  presi- 
dent in  charge  of  First  National  City 
Bank's  Computer  Software  Services 
department.  Thus  companies  such  as 
Travelers  Insurance  paid  $100  million 
in  stock  for  Randolph  Computer,  25 
times  earnings,  to  give  Travelers  an 
entry  into  the  market. 

But  there  are  other  pluses  as  well. 
Computer  hardware  tends  to  become 
more  efficient  per  dollar,  the  bigger 


the  computer.  Many  a  small  company, 
for  example,  cannot  afford  RCA's  big 
new  >Spectra  70-46  computer.  But 
Burlington  Industries  has  two  of  them 
that  it  connects  to  customers  over  tele- 
phone lines.  "Companies  of  $100-mil- 
lion  to  $150-million  sales  can  ill  afford 
to  have  their  own  computer,"  says 
Richard  A.  Gilbert,  the  president  of 
Burlington  Management  Services. 

Lease  rates  are  structured  in  such  a 
way  as  to  encourage  the  sale  of  com- 
puter time.  IBM's  leases  are  based  on 
eight-hour  usage  per  day.  The  cus- 
tomer using  its  equipment  more  than 
the  minimum  only  pays  from  10%  to 
30%  more.  Therefore,  many  computer 
users  simply  sell  this  extra  time  to 
others.  Time  Brokers,  a  New  York 
City  firm,  sells  over  $6  million  in  com- 
puter time  each  year,  mostly  for  cor- 
porate clients  who  have  open  time  on 
their  computers.  "Almost  anything 
they  sell  is  gravy  for  them,"  says  Time 
Brokers'  president,  William  P.  Hegan. 

But  the  most  attractive  reason  for 
going  into  computer  services  may  well 
be  to  spread  the  cost  of  projects  that 
the  corporation  would  undertake  any- 
way. Four  years  ago,  for  example, 
First  National  City  Bank  developed 
computer  programs  that  were  used  by 
its  lending  officers.  Other  banks  be- 
came interested,  and  today  FNCB 
has  a  25-man  group  developing  and 
marketing    financial     computer    pro- 


The  Crane  That  Lays  the  Golden  Eggs 

Japan  Air  Lines  has  some  problems,  but  making  money  isn't  one  of  them. 


The  Japanese  believe  the  crane  is 
the  bird  that  flies  highest  and  farthest; 
that's  why  Japan  Air  Lines  has  em- 
blazoned it  on  all  its  aircraft. 

It  would  also  ,pm  to  be  the  bird 
that  flies  richest,  because  on  flights 
within  Japan  (about  three-fourths  the 
total),  JAL  enjoys  a  passenger  load 
factor  of  over  80%,  the  highest  of  any 
major  airline  in  the  world.  U.S.  car- 
riers are  happy  to  fly  55V  or  60%  full; 
national  airlines  in  Europe,  like  Ali- 
talia and  Lufthansa,  typically  operate 
on  a  50%  to  60%  load  factor. 

"With  a  load  factor  of  807  and 
higher  on  our  domestic  flights,  we're 
able  to  net  around  30%  on  that  part 
of  our  business"  beams  Shigeo  Kame- 
da,  JAL's  New  York-based  vice  presi- 
dent for  the  Americas. 

That  one  statistic  explains  why  Ja- 


pan Air  Lines  overall  last  year  was 
able  to  net,  before  taxes,  around  $64 
million  on  revenues  of  $381  million  (up 
a  full  30%  from  the  year  before ) .  That 
figures  out  to  a  16.8%  return.  By  con- 
trast, Delta,  the  most  profitable  U.S. 
airline,  earned  a  pretax  net  of  12.6%. 
Nor  do  the  major  European  carriers 
do  better:  BEA  (British  European 
Airways),  which  like  JAL  flies  both 
domestic  and  international  routes, 
managed  only  a  12.8%  return. 

Government  Links 

Japan  Air  Lines  has  some  other  ad- 
vantages besides  its  domestic  monop- 
oly. The  Japanese  government  owns 
505  of  the  line's  stock.  While  JAL  re- 
ceives  no  subsidies,  it  pays  the  govern- 
ment no  dividends.  Further,  dividends 
to  the  remaining  stockholders  (2%  are 


non-Japanese)  are  limited  by  law  to 
8%— which  has  enabled  JAL  to  keep 
tax  free  some  $55  million  in  a  "spe- 
cial amortization"  account  for  invest- 
ment in  more  and  bigger  aircraft.  Be- 
sides three  747s  and  eight  more  on 
order,  JAL  also  has  on  order  three 
Concordes  and  five  U.S.  supersonic 
transports  ( SSTs ) . 

But  JAL's  international  picture  is 
just  as  bright:  Last  year  it  carried  1.3 
million  passengers  on  its  overseas 
routes,  nearly  30%  more  than  in  1968. 
"The  Japanese  are  great  travelers,"  ex- 
plains Kameda.  "They  start  with  excur- 
sions when  they  are  youngsters  in 
school.  And  with  the  Japanese  econo- 
my growing,  they  are  traveling  by  air." 
Of  all  Japanese  travelers  going  over- 
seas, 55%  depart  on  JAL  and  75%  re- 
turn that  way. 


20 


FORBES,   AUGUST   15,    1970 


..:4;.:::: 


Some  Will  Sink.  The  entry  of  big  companies  into  computer  services  has 
already  taken  its  toll.  A  number  of  independent  service  bureaus  that  sell 
computer  time  have  failed  as  competition  has  forced  rental  rates  down. 
IBM's  workhorse,  the  360  Model  30,  was  once  available  for  $100-$I25 
an    hour.    Now    time    on    it   can    be   purchased   for   $40-$50    an    hour. 


grams.  The  First  National  City  Bank 
programs  are  offered  through  General 
Electric  and  other  time-sharing  com- 
panies. Since  almost  all  the  programs 
are  also  used  internally  at  FNCB,  the 
only  big  added  cost  is  marketing. 

Keep  Out 

Not  surprisingly,  some  of  the  in- 
dependent computer  services  compa- 
nies aren't  happy  with  the  interest  the 
big  corporations  are  taking  in  "their" 
field.  The  600-member  Association  of 
Data  Processing  Service  Organizations 
is  fighting  the  entry  of  the  communi- 
cations companies  (such  as  Western 
Union,  General  Telephone  &  Elec- 
tronics, and  Continental  Telephone) 
and  the  banks  into  computer  services. 
ADAPSO  estimates  that  2,000  banks 
are  offering  or  plan  to  offer  computer 
services.  "The  banks  have  an  un- 
fair competitive  advantage,"  says 
ADAPSO's  executive  vice  president, 
Jerome  L.  Dreyer.  "In  many  instances 
they  are  using  it  as  a  loss  leader  to 
bring  in  legitimate  bank  business." 
ADAPSO  is  suing  the  American  Na- 
tional Bank  of  St.  Paul  (Minn.)  in  a 
test  case. 

In  the  long  run,  however,  it  looks 
like  a  losing  battle.  Perhaps  the  banks, 
which  are  closely  regulated  anyway, 
can  be  kept  out  of  the  computer  ser- 
vices business;  but  no  such  machinery 
exists  to  prevent  the  entry  of,  say,  a 
manufacturing  company.  Given  that 
much  computer  equipment  and  that 
widespread  an  interest  in  getting  into 
the  field,  it  seems  a  safe  bet  that  com- 
puter services  will  increasingly  become 
a  business  for  everybody.  ■ 


The  only  trouble,  says  Kameda,  is 
that  "we  haven't  the  two-way  ethnic 
market  of  the  other  airlines."  He 
means  that  many  Irish- Americans  fly  to 
Ireland  on  Irish  International  Airlines, 
which  is  also  used  by  the  Irish  flying 
to  the  U.S.  But  JAL  just  might  de- 
velop such  a  market  in  Hawaii,  where 
Kameda  himself  was  born.  He  esti- 
mates that  30%  of  all  Hawaii's  tourists 


this  year  will  be  from  Japan— the  ma- 
jorjty  flying  JAL,  of  course. 

JAL  anxiously  seeks  new  routes  to 
accommodate'  Japanese  businessmen, 
too.  Chicago  is  particularly  high  on 
JAL's  list  of  hopeful  future  stops. 

In  fact,  JAL's  biggest  problem  at 
the  moment  is  a  shortage  of  pilots  and 
aircraft,  though  the  introduction  of 
the  line's  first  747  last  month  should 


ease  matters  a  bit.  "We  have  about 
100  foreign  pilots,"  says  Kameda,  "but 
the  Japanese  pilots'  union  will  not  per- 
mit an  increase  in  that  number." 
Which  in  turn  keeps  JAL  from  getting 
as  many  aircraft  aloft  as  it  would  like. 
In  comparison  with  the  delicate  bal- 
ance between  costs  and  revenues  con- 
fronting most  U.S.  airlines,  that  would 
seem  a  very  high-class  worry.  ■ 


Airborne  Bliss  is  not  confined  to  honeymooners.  The  growing  Japanese  love  of  air  travel  has  been  kind  to  JAL  profits. 
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Faces  Behind  the  Figures 


The  Unseen  Foe 

On  the  night  of  June  2,  Norton 
Simon— businessman,  art  collector 
and,  since  March,  politician— con- 
ceded defeat  in  his  primary  cam- 
paign for  Republican  nomination 
as  U.S.  Senator  from  California.  In 
conceding,  however,  Simon  scarce- 
ly mentioned  his  successful  oppo- 
nent, incumbent  Senator  George 
Murphy,  the  old-time  song-&-dance 
man.  Nor  did  he  accept  the  defeat 
in  good  grace  for  the  good  of  the 
party.  Vowed  Simon:  "We're  not 
through  yet.  We're  going  to  get 
Henry  Salvatori  and  his  boys." 

Californians  understood  the  ref- 
erence. Murphy  wasn't  Simon's  real 
opponent.  Simon  was  serving  notice 
that  his  huge  fortune,  estimated  at 
over  $100  million,  was  committed 
to  wresting  control  of  the  California 
Republican  party  from  the  right- 
wing  crowd  that  has  controlled  it 
in  recent  years.  Henry  Salvatori  has 
been  their  chief  bankroller. 

Henry  Salvatori?  Much  less  a 
household  name  than  Simon's,  but 
like  him  a  self-made  businessman. 
Salvatori  came  to  the  U.S.  from 
Italy  with  his  parents  in  1905  and 
grew  up  on  New  York's  impover- 
ished Lower  East  Side.  After 
achieving  a  B.S.  from  the  Univer- 
sity of  Pennsylvania  in  1923  and 
an  M.A.  from  Columbia  three  years 
later,  Salvatori  built  his  fortune  in 
oil  exploration.  A  decade  ago  he 
merged   his   Western   Geophysical 


Moderate  Simon 
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Co.  of  America  into  Litton  Indus- 
tries, becoming  a  director  at  Litton. 
Salvatori  has  since  emerged  as  the 
most  powerful  of  Southern  Califor- 
nia's Republican  party  money  men. 

Salvatori  is  not  so  much  interest- 
ed in  winning  elections  for  the  Re- 
publican party  as  he  is  in  ideology. 
His  money  goes  only  to  right-wing 
candidates.  Thus  this  year  Salva- 
tori was  the  chief  engineer  of  two 
primary  campaigns  designed  to  un- 
seat moderate  Republican  congress- 
men. Salvatori  and  corporate  and 
conservative  financier  Patrick  J. 
Frawley  Jr.,  says  a  friend,  personal- 
ly came  up  with  $125,000  for  a  sin- 
gle congressional  primary  campaign 
in  which  $200,000  was  spent  trying 
to  defeat  moderate  Republican 
Congressman  Alphonzo  Bell  from 
Los  Angeles.  Bell  won,  but  had  to 
spend  $72,000  combating  not  Dem- 
ocrats but  other  Republicans. 

Simon,  too,  is  interested  more  in 
ideology  than  in  mere  politics.  But 
Simon's  is  a  very  different  brand  of 
Republicanism.  Simon  exhibits  both 
a  concern  for  bringing  young  peo- 
ple into  the  Republican  party  and  a 
passionate  dislike  for  Salvatori's 
rightist  ideology.  Such  intraparty 
polarization  is  costly.  Simon  spent 
$1.8  million  of  his  own  money  on 
his  unsuccessful  campaign.  He  got 
friends  to  help  the  two  congress- 
men under  attack  by  Salvatori. 

Polarization  is  costly  in  other 
ways,  too.  Two  years  ago  a  Salva- 
tori-backed  conservative  defeat- 
ed moderate  Republican  Senator 
Thomas  Kuchel  in  a  primary,  pav- 
ing the  way  for  the  November  elec- 
tion of  a  liberal  Democrat,  Senator 
Alan  Cranston. 

Is  all  this  just  another  example 
of  California's  eccentricity?  Not  at 
all.  As  it  is  said  to  be  in  other 
ways,  California  is  a  forerunner  in 
politics.  The  "new  politics"  of  vot- 
ing for  the  man,  not  the  party,  has 
been  the  only  politics  in  California 
since  laws  passed  in  1911  prohibit- 
ed strong  party  machines.  The  split 
in  attitude  between  a  Simon  and  a 
Salvatori  tells  much  of  the  division 
in  the  minds  of  businessmen  the 
country  over.  Put  simply,  the  divi- 
sion is  whether  the  young  and  dis- 
affected represent  the  implacable 
enemy  or  potential  new  blood  and 
vitality  for  the  enterprise  system. 

In  his  campaign  and  afterward, 
Simon  sounded  the  old-fashioned 
businessman's  beliefs.  One  of  his 
television  spots  showed  him  talking 


Conservative  Salvatori 


to  a  group  of  students  about  the 
"dynamism"  of  the  free  enterprise 
system.  Ask  him  why  he  got  into 
politics  and  he  answers,  "My  sense 
of  politics  is  as  in  business.  This  sys- 
tem has  the  power  and  ability  to 
motivate  people.  Young  people 
should  work  pragmatically  within 
the  Republican  party." 

Unlike  Simon,  Salvatori  himself 
is  not  talking  to  the  press  these 
days.  The  man  who  was  Bar- 
ry Goldwater's  campaign  finance 
chairman  for  California  in  1964  and 
was  one  of  the  original  backers  of 
Governor  Ronald  Reagan  in  1966 
is  laying  low.  Because  Salvatori  has 
become,  it  seems,  a  man  whom  Cal- 
ifornia Democrats  run  against  much 
as  Eastern  politicians  run  against 
shadowy  "boss"  figures. 

But  one  close  political  associate, 
like  Salvatori  a  self-made  business- 
man, told  Forbes  a  few  things 
about  the  beliefs  held  in  Salvatori's 
circle:  "I  don't  think  you  can  be  a 
moderate  today.  If  you're  the  Es- 
tablishment today,  you're  far  right. 
When  those  kids  burn  the  campus- 
es, it's  my  taxes.  I  built  a  business 
and  nobody's  going  to  take  it  from 
me.  We  must  protect  ourselves." 

Simon,  too,  thinks  businessmen 
ought  to  protect  themselves  through 
politics.  But  he  thinks  the  way  to 
do  it  is  by  persuading  the  young, 
not  overwhelming  them.  And  he's 
determined  that  Salvatori  and  his 
friends  aren't  going  to  win  by  sheer 
force  of  money.   ■ 


k 


y 


22 


FORBES,  AUGUST   15,    1970 


IBM's  Great  Dane 

It  wasn't  the  country  but  the  man 

IBM  was  after  when  it  added  its 
first  non-American  board  member. 
Maersk  McKinney  Moller,  56,  whose 
shipowning-industrial  empire  is  a 
big  factor  in  Denmark's  economy. 
was  elected  to  IBM's  board,  says 
Chairman  Thomas  J.  Watson  Jr., 
because  of  his  "all-round  experience 
as  an  international  businessman." 

Moller  certainly  is  that.  Son  of  a 
Kentucky-born  mother  and  a  hard- 
driving  father,  Danish  shipowner 
A. P.  Moller,  the  urbane  Maersk 
McKinney  learned  the  business  the 
hard   way:    working   in    Hamburg. 


A1o//er  of  IBM 


Paris,  London  and  New  York  build- 
ing up  the  Moller  interests. 

The  Moller  name  now  means  re- 
fineries, shipbuilding,  sugar,  super- 
markets, diesel  engines  and  ven- 
tures into  chemicals  and  natural  gas 
exploration  with  a  variety  of  part- 
ners. To  increasingly  internationally 
minded  IBM  ($7-billion-revenues), 
however,  with  40%  of  1969's  prof- 
its coming  from  overseas,  Moller 
eases  the  embarrassment  of  doing 
business  worth  billions  in  Europe 
while  having  an  all-American 
board.  Asked  if  IBM  would  be 
naming  more  foreigners  to  the  19- 
man  board,  Chairman  Watson  said: 
"Not  at  this  time."  ■ 


Nickel-Plated  Optimist 

There  are  plenty  of  long  faces 
among  top-level  businessmen  these 

days,  but  57-year-old  Marsh  A. 
Cooper  of  Toronto-based  Falcon- 
bridge  Nickel  Mines  Ltd.  is  smiling 
broadly.  Last  year,  with  revenues  up 

31%  to  $137.6  million,  profits  almost 
doubled  to  $9.13  per  share,  giving 
the  world's  No.  Two  nickel  produc- 
er (after  International  Nickel)  a 
better  than  17%  return  on  equity. 


First-quarter  earnings  this  year  were 
up  again. 

"This  is  a  wonderful  business," 
hymns  Cooper,  a  mining  engineer 
who  worked  up  to  the  presidency 
in  1969.  "If  I  were  young  I  couldn't 
think  of  one  more  exciting." 

Cooper  confutes  skeptics  who 
contend  that  nickel  and  copper 
( Falconbridge's  other  major  metal) 
will  soon  be  in  oversupply.  "People 
who  say  that  make  us  look  like 
idiots,"  he  says,  his  smile  suddenly 


gone.  "Copper  may  be  somewhat 
cyclical,  but  our  projections  show- 
continuing  great  demand  for  nickel. 
"Look,"  he  says,  "we  wouldn't  be 
spending  $200  million  on  a  new  fer- 
roniekel  mining  project  in  the  Do- 
minican Bepublic  and  have  a  mul- 
timillion-dollar refinery  in  Norway 
if  we  thought  we  were  going  to  be 
wiped  out  in  a  few  years."  Cooper 
could  be  wrong,  of  course,  but  it's 
refreshing  these  days  to  meet  a 
downright  bullish  businessman.   ■ 


Cooper  of  Fakonbridge  Nickel 
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Faces  Behind  the  Figures 


"We'll  Be  Back" 

Fifty-two-year-old  Charles  A. 
Anderson  is  no  stranger  to  prob- 
lems. In  1966  he  became  president 
of  J.I.  Case  Co.,  whose  earnings 
have  declined  ever  since.  In  1968 
Berkeley-  and  Harvard-educated 
Anderson  became  president  of  Stan- 
ford Research  Institute  of  Menlo 
Park,  Calif.,  and  a  year  later  SRI 
showed  its  first  loss  ($250,000)  in 
many  years.  Anderson  quickly 
points  out  that  revenues  this  year 
are  at  a  record  rate  of  $65  million, 
but  the  full-year  effect  on  profits 
remains  to  be  seen. 

How  could  a  prestigious,  not-for- 
profit  research  outfit  like  SRI  run 
into  trouble?  One  reason  is  that 
since  its  founding  in  1946  SRI  had 
been  loosely  managed  under  the 
auspices  of  the  Stanford  University 
trustees.  Moreover,  it  has  a  high 
overhead  and  must  contend  with 
1,500  scientists,  who,  in  an  almost 
academic  atmosphere,  do  esoteric 
research  in  electronics,  life  sciences 
and  economics.  When  the  Govern- 
ment cut  research  spending,  SRI 
was  hard  hit. 

Then,  too,  Anderson  had  to  deal 
with  a  new  problem:  student  mili- 
tants. In  April  1969  SRI  was  the 
target  of  student  radicals  who  pro- 
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Anderson  of  Stanford  Research 


tested  its  "war-related"  research. 
About  35%  of  SRI's  revenues  come 
from  the  Defense  Department.  Sev- 
eral military-backed  projects  dealt 
with  Southeast  Asia,  and  fully  one- 
third  of  SRI's  contracts— both  mili- 
tary and  commercial— are  classified. 
The  radicals  demanded  veto  power 
over  SRI  commitments.  "They 
wanted  to  control  us  or  put  us  out 
of  business,"  says  Anderson. 

Anderson's  solution  was  to  sever 
ties  with  the  university;  this  April 


the  break  became  official.  The  price 
of  independence  is  high:  SRI  must 
pay  the  university  more  than  $25 
million  and  within  five  years  drop 
Stanford  from  its  name.  To  Ander- 
son, it  was  a  price  worth  paying. 
"We've  been  delightfully  obscure," 
he  says,  "and  apparently  forgotten 
by  the  radicals."  But  Anderson's  re- 
search appears  faulty.  The  radicals 
still  object  to  SRI's  war-related  re- 
search, even  without  university  ties. 
Warns  one:  "We'll  be  back."  ■ 


Cuba,  No;  Yanqui,  Si 

Since  Castro's  1959  takeover  some 
350,000  Cubans  have  fled  to  the 
U.S.,  but  few  have  done  better  than 
David  Egozi,  a  very  determined  37- 
year-old  who  ran  a  smallish  shoe 
company  back  in  Cuba. 

With  a  friend,  Egozi  smuggled 
some  $40,000  out  of  Cuba  to  start 
Suave  Shoe  Corp.  near  Miami  to 
make  canvas  shoes.  "All  I  really 
wanted  was  to  make  $1,000  a 
month  and  live  happily  ever  after," 
says  Egozi.  But  Egozi  is  an  entre- 
preneur, and  he  discovered  that  the 
U.S.  rewards  business  drive.  He 
pushed  hard  until  today  Suave 
Shoe,  while  no  giant,  has  $38  mil- 
lion in  sales  and  $1.9  million  in 
profits.  Egozi's  own  15."  ifSuave's 
stock  (it  went  public  in  1969) 
worth  around  $3  million 

Egozi  made  his  share  of  mistakes. 
Driving  into  a  small  southern  town 
with  his  sample  kit  of  canvas  shoes, 
he  would  call  on  the  biggest  store, 
say  a  Woolwortli's  or  a  Penney 's.  He 
s;i\s  it  took  him  a  while  to  realize 


Egozi  of  Suave  Shoe 


these  stores  were  parts  of  chains 
that  do  their  buying  at  a  central 
headquarters.  Another  surprise:  "In 
Cuba  you  offered  the  buyer  a  kick- 
back. I  found  out  it  wasn't  the  same 
here— in  most  cases." 

Egozi  also  discovered  the  stock- 
market.  When  he  planned  a  large 
capital  expenditure,  a  Wall  Streeter 
warned  against  it.  Says  Egozi: 
"They  only  want  you  to  do  what 
looks  good  in  current  profits." 

Egozi.  half  of  whose  sales  now 
come  from  imports,  has  little  pa- 
tience with  U.S.  manufacturers  who 
want  to  restrict  imports.  "If  they 
don't  know  how  to  compete,  they 
should  get  out  of  the  shoe  busi- 
ness. Go  make  lamps  or  something. 
In  Cuba,  everyone  said  how  great 
American  businessmen  were  be- 
cause they  are  so  willing  to  change. 
Now  it  seems  most  shoe  companies 
are  run  by  old  men  who  do  things 
the  way   they  did   60  years  ago." 

Not  that  Egozi  is  knocking  Amer- 
ican business,  however.  His  success 
is  a  tribute  to  the  free  enterprise 
system  working  at  its  best.  ■ 
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The  Performance  People: 


People  who  do  things  and  do 
them  well  expect  one  thing  from 
the  bank  that  handles 
their  investments: 

Performance.  Capital  apprecia- 
tion. In  black  and  white. 

At  Manufacturers  Hanover,  we 
live  with  this  demand  day-in, 
day-out.  Because  we're  respon- 
sible for  the  management  of 


funds  valued  at  more  than  seven 
billion  dollars— for  performance- 
minded  people. 

It's  a  job  that  requires  one 
of  the  largest  and  ablest  research 
and  management  organizations 
in  the  world. 

So  if  you're  the  kind  of  person 
who  wants  things  done  right, 
ask  about  our  Investment  Manage- 

theydemand 
abankthat 
performs. 


ment  Service.  And  make  us  prove 
that  we  can  do  the  job— the  way 
you  expect  it  to  be  done. 

Personal  Trust  Division— 

350  Park  Avenue,  New  York,  N.  Y.  10022 

Tel:  350-4943  (Area  Code  212) 

. . .  it's  good  lo  have  a  great  bank  behind  you 

MANUFACTURERS 
HANOVER  TRUST 
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INVEST  IN  AMERICA'S 

BOOMING  OUTDOOR  RECREATION 

SERVICES  INDUSTRY! 


£ 


MEECO  MARINAS 

GIVE  YOU  ALL  THESE 

ADVANTAGES: 

Fast  pay-out.     Usually  3  to  5  years. 

-Quick  profit  potential.  Often  in  as 
little  as  five  months. 


^  Low  maintenance  and  insurance. 

'  Exclusive  Polystyrene  flotation  ma- 
terial, lifetime  galvanized  steel  frames 
and  nonskid    concrete  for  long  life. 

t  Flexibility  in  location  and  reloca- 
tion. MEECO  Marinas  are  FLOATING 
structures  that  can  be  relocated  as 
needs  change.  No  need  to  sink  your 
money  in  pilings  and  wooden  "fixed" 
investments. 

According  to  government  projections. 
fishing,  boating,  water  skiing  .  .  .  all 
water  sport  activities  will  keep  grow- 
ing at  a  fantastic  rate! 

"Invest  now  in  this  fast-growing 
activity!  MEECO  Marinas  and  other 
floating  facilities  (boat  slips,  fishing 
barges,  service  docks,  boat  houses, 
etc.)  are  custom-designed.  Start  with 
minimum  investment  and  expand 
later.  Modular  elements  make  expan- 
sion easy,  orderly  and  economical. 

^Send  in  coupon  NOW!  Get  all  the 

details  from  the  nation's  experts  in 
floating  marine  construction.  MEECO 
facilities  have  been  installed  across 
the  nation  .  .  .  from  Coast  to  Coast 
and  from  Michigan  to  the  Gulf.  Con- 
struction demands  increase  every 
year!  Act  now!  Layouts  and  planning 
available  at  no  cost  or  obligation. 


MEECO  MARINAS 

Dept.  F-1 
P.O.  Box  518 

McAlester,  Oklahoma  74501 
Phone  918-423-6833 


Yes  — I. am  interested  in  investigating 
the  growing  marina  business.  Please 
send  me  information  on  FREE  Cus- 
tom Planning  and  Design  Service. 


Name . 


Firm 


Someone  Is  Buying 


Investors  may  be  leery  of  common 
stocks,  but  quite  a  few  companies  are 
buying  them— their  own  shares,  that 
is.  In  1969  U.S.  companies  retired 
nearly  $3.4  billion  worth.  A  substan- 
tial amount  was  for  cash,  the  rest  in 
exchange  for  other  securities.  Ling- 
Temco-Vought,  for  example,  haded 
preferred  shares  for  common.  Several, 
like  United  Industrial,  Cities  Service 
and,  in  1970,  Allied  Chemical,  ex- 
changed or  sold  shares  they  held  of 
other  companies   for  their  own.   The 


table  shows  some  big  re-purchasers. 
Buying  back  is  common  when  prices 
drop,  which  is  why  it  increased  last 
year.  It  boosts  per-share  earnings  (and 
sometimes  the  stock  price),  lowers  div- 
idend requirements  and  strengthens 
the  control  of  remaining  stockholders. 
But .  right  now,  a  time  of  declining 
profits  and  corporate  liquidity,  it  may 
also  represent  a  serious  drain  on  cash. 
Both  investors  and  managers  could 
well  ask  the  question  today,  Is  this  the 
best  use  for  scarce  cash?  ■ 


Repurchased  Stocks 

Company 

Shares               Precentage    r- 
Repurchased           of  Listed 
(thousands)              Shares 

Price 

1969-70 
High 

Recent 

Allied  Chemical 

143s                     — 

37% 

183/4 

Am  Broadcasting  Corp 

237                      3.2 

51 

241/4 

Ancorp  Natl  Service 

175                      9.6 

53% 

15% 

Archer-Daniels-Midland 

111                       6.2 

34 

271/4 

Bendix 

318                      2.5 

493/8 

23% 

Cities  Service 

153f                      — 

80 

46i/2 

Cleveland-Cliffs 

134                      3.2 

603/4 

46% 

Cone  Mills 

340                      9.1 

24% 

15% 

Consol  Leasing 

150                      4.0 

27 

5 

Di  Giorgio 

135                      3.6 

27y4 

103/4 

Diversified  Inds 

319                       7.1 

50% 

8% 

Duplan 

200                      9.1 

50% 

25% 

First  Natl  Stores 

248                     15.0 

40y4 

301/4 

Getty  Oil 

916                      4.5 

89ya 

51% 

Grant,  W  T 

467                      3.3 

59 

36 

Grumman  Corp 

295                      4.1 

48i/4 

141/4 

Gulf  &  Western  Inds 

2,007                     11.5 

501/4 

12% 

Intl  Mining  Corp 

143                      4.4 

363/8 

10% 

Jefferson-Pilot 

395                      3.2 

283/8 

253/4 

Ling-Temco-Vought 

1,756                    28.6 

973/4 

141/2 

Lukens  Steel 

93                      3.2 

35% 

163/a 

Natl  Presto  Inds 

75                      5.0 

395/8 

221/z 

Norris  Inds 

123                      2.9 

30i/4 

143/4 

Pan-Am  Sulphur 

300                      6.3 

35i/2 

9 

Penn-Dixie  Cement 

74                      2.5 

35% 

9% 

Quaker  State  Oil 

468                      6.3 

26% 

26 

Spartans  Inds 

537                      9.3 

26% 

63/« 

Standard  Oil,  Ind 

1,975                      2.7 

703/4 

45% 

Standard  Prudential 

168                      3.9 

IS3/* 

73/s 

Studebaker-Worthington 

175                      2.7 

60% 

45 

Swift  &  Co 

385                       3.1 

351/4 

263/4 

Talley  Inds 

332                       8.4 

61 

93/8 

United  Industrial 

1,049                     46.6 

201/4 

6% 

U.S.  Freight 

260                       3.7 

473/4 

21 

U.S.  Industries 

469                       2.1 

32i/2 

121/2 

U.S.  Smelting  &  Ref 

109                       4.4 

65% 

233/4 

Vornado 

496                       8.1 

26% 

w* 

Ward  Foods 

121                        3.7 

52% 

ioy8 

•Plans  to  repurchase  a  total  of  800,000  own  shares 

fAbout  3.6  million  shares  reacquired  in  exchange  for  Atlantic  Richfield's  sha 

res  were  retired  in 

April. 
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For  almost  20  centuries  this  copper  cake 
battled  the  Mediterranean... and  won! 


The  excellent  condition  of  this  casting,  salvaged 
from  a  sunken  Roman  ship  after  nearly  2,000 
years  at  the  bottom  of  the  Mediterranean,  testi- 
fies to  the  indestructible  nature  of  copper.  This 
casting  was  recently  assayed  99.2  per  cent  copper. 


This  ancient  casting  proves  that  copper  resists  the  corrosive  at- 
tacks of  salt  water  for  long  periods.  That's  one  of  the  reasons 
you'll  find  as  much  as  250  miles  of  copper  alloy  tubing  in  a  single 
desalination  plant. 

Copper,  of  course,  offers  much  more  than  corrosion  resistance. 
Its  unique  combination  of  characteristics— excellent  thermal  and 
electrical  conductivity,  ease  of  joining,  workability  and  attrac- 
tive finish— is  not  found  in  any  other  material. 

Because  of  the  growing  demand  for  copper,  Asarco  has  inten- 
sified its  efforts  to  find  new  sources  of  this  metal.  We  have  also 
increased  the  capacity  of  our  smelters  and  refineries  and  now 
offer  the  widest  range  of  shapes  and  sizes  of  refined  copper  in  the 
industry.  When  you  consider  copper . . .  think  of  Asarco ! 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


ASARCO 


120  BROADWAY,  NEW  YORK,  N.  Y.  1000S 


We  can  help  you  whethei 
you  drill  for  fuel  or  use  it 


LOGO 
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chances  are  United  Aircraft  plays  a  part 

behind  the  scenes.  And  helps  keep  costs  down. 

Our  helicopters  speed  men,  supplies  and  equipment  to 

offshore  dil  rigs  and  other  hard-to-get-to 

sites.  Like  Alaska's  North  Slope.  Speed  means  time  saved. 

Which  means  money  saved.  By  oil  producers.  By  you. 

Another  fast  fact:  jetliners  around  the 

world  are  powered  by  our  reliable,  fuel-saving 

engines  and  fuel  controls.  And  our  new 

generation  of  engines,  starting  with  the  JT9D, 

promises  even  greater  savings. 

United  Aircraft.  The  main  thrust 

of  our  work  is  helping  you. 
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If  you  didn't  use  our 
gasoline  to  get  you  there, 

We  sell  a  lot  of  gasoline  east  of  the  Mississippi  River.  But  the  highways  we  build  are  all  over. 
One  of  our  new  divisions  is  Ashland  Resources  Company.  And  one  of  their  businesses  is  paving. 

They'll  tackle  anything  that  needs  an  asphalt  surface.  Airport  runways.  Driveways.  Tennis  courts. 
The  sides  and  floor  of  a  billion-gallon  reservoir. 

But  their  major  paving  business  is  highways. 

Not  just  a  road  here  and  there,  but  modern  highways  on 
a  big  scale. 

In  Maine  and  Indiana.  Texas  and  Nova  Scotia  and  British 
Columbia. 

Last  year  alone  Ashland  Resources  laid  enough  asphalt 
to  pave  a  four-lane  highway  from  Boston  to  San  Francisco. 
That's  a  lot  of  highway. 

But  the  capability  of  Ashland  Resources  Company  isn't 
limited  to  just  paving. 

They're  a  major  quarrier  of  trap  rock,  used  in  all  kinds 
of  construction.  And  they're  mining  coal,  to  help  utilities  keep 
up  with  the  demand  for  electricity. 

No  matter  what,  we're  going  to  need  roads  and  trap  rock 
and  coal. 

Maybe  they're  not  glamorous  businesses.  But  they're 
essential  to  our  nation's  growth. 

maybe 
you  used  our  roads. 


Ashland 


Ashland  Oil,  Inc.,  Ashland,  Kentucky 


New  Bearings 


In  the  last  five  years  proud,  old  Cunard  has  been  trying  to 
change  the  course  it  had  charted  for  the  preceding  125. 


In  the  days  just  after  World  War  II 
when  passenger  ships  were  making 
money  hand  over  fist,  a  chairman  of 
the  Cunard  Steam-Ship  Co.  is  said  to 
have  remarked  archly,  "You  know,  this 
company  was  founded  in  1840,  has 
never  made  a  profit,  and  yet  is  still  in 
business.  How  was  that  achieved?  Be- 
cause we  have  managed  to  lose  only  a 
little  bit  each  year." 

But  when  Sir  Basil  Smallpeice,  63, 
took  the  helm  as  chairman  in  1965 
the  proud,  old  shipping  company  was, 
in  his  words,  "near  bankrupt."  In  the 
preceding  five  years  Cunard  had  lost  a 
total  of  $23.5  million;  months  later  a 
long  seamen's  strike  would  cost  it  an- 
other $16.1  million. 

The  trouble  was  that  Small- 
peice's  predecessors  had  missed  sever- 
al changes  of  course.  They  had  stuck 
with  a  fleet  of  seven  transatlantic  pas- 
senger ships  at  a  time  when  jet  planes 
were  making  them  obsolete.  They  had 
stink  with  a  large  fleet  <>t  general  car- 
go ships  at  a  time  when  container 
ships  and  bulk  carriers  were  sailing 
away  with  all  the  business.  Equally 
damaging,  in  Smallpeice's  view,  was 
the  fact  that  there  was  not  a  single 
chartered  accountant  (the  British 
equivalent  of  the  U.S.  certified  pub- 
lic accountant)  among  them.  "We 
didn't  know  where  the  hole  in  our 
pocket  was,"  says  Smallpeice. 


Numbers  Man.  Sir  Basil 
Smallpeice,  Cunard's  up- 
trom-the-ranks  presidenf,  is 
a  financial  manager  first, 
a  shipping  man  second.  Of 
Cunard's  47%  rise  in  net 
profits  last  year  he  says:  "We 
can  do  much,  much  better." 


"Monument  to  Stupidity"- 

In  her  last  days  as  a  Cunard 
liner,  the  majestic  R.M.S.  Queen 
Mary  was  losing  her  owners  $1  mil- 
lion a  year.  Today  the  Queen  Mary 
rests  at  Long  Beach,  Calif,  and  is 
costing  her  new  owners  even  more. 

The  city  of  Long  Beach  outbid 
17  competitors  in  1967  to  buy  the 
Mary  for  $3.45  million.  It  was  to  be 
converted  into  a  modern,  luxurious 
convention  center  with  400  hotel 
rooms,  40  shops  and  a  museum  of 
the  sea.  The  total  cost  of  $13.5  mil- 
lion would  be  split  between  the  city 
and  private  investors  (most  promi- 
nently Diners'  Club),  and  the  ship 
would  be  ready  by  late  1969. 

Instead,  the  Queen  Mary  sits  un- 
finished, stripped  of  her  furnish- 
ings, paint  and  name.  The  comple- 
tion date  has  been  moved  forward 
three  times,  most  recently  to  mid- 
1971.  Costs  have  skyrocketed  to 
$52  million.  Why?  The  project  has 
been  expanded  greatly,  has  suffered 
from  labor  disputes,  inflation  and 


Smallpeice,  himself  a  chartered  ac- 
countant who  had  been  financial 
comptroller  and  then  managing  direc- 
tor of  British  Overseas  Airways  Corp., 
was  uniquely  equipped  to  spot  and 
plug  the  holes.  He  borrowed  enough 
money  to  stay  afloat  during  the  1966 
seamen's  strike,  then  set  about  selling 
off  low-profit  assets.  He  sold  the 
Queen  Mary  to  the  city  of  Long  Beach, 
Calif,  for  $3.45  million  (see  box).  For 
another  $7  million  he  sold  off  Cunard's 
Liverpool  headquarters  building,  to 
the  shock  of  more  tradition-bound  in- 
siders. He  also  disposed  of  the  compa- 
ny's 30%  interest  in  BOAC-Cunard 
Line  for  yet  another  $26.4  million. 
"That  portion  was  earning  only  a  6% 
return,"  Smallpeice  explains,  "and  that 
isn't  enough  for  me." 

At  the  same  time,  he  had  a  stroke 
of  luck  with  the  huge  new  Queen 
ElizabetJi  11  that  was  then  being  built 
under  a  contract  let  by  his  predeces- 
sors. Delays  in  steel  shipments  gave 
him  time  to  redesign  it  as  a  cruise  ship 
rather  than  a  transatlantic  passenger 
liner.  Then  Smallpeice  laid  down  a 
goal:  He  didn't  want  Cunard  to  be  in 
any  business  that  didn't  have  the  po- 
tential to  earn  at  least  a  15%  return 
on  investment,  before  taxes. 

Today  Cunard  is  still  short  of  Sir 
Basil's  goal.  Last  year  the  company 
earned   $7.8  million  before  taxes  on 


charges  of  favoritism  in  contract 
awards.  The  design  plans  have 
changed  constantly.  Says  County 
Supervisor  Kenneth  Hahn:  "It's  a 
monument  to  stupidity." 

As  if  to  agree,  Diners'  Club,  the 
master  lessee  for  all  commercial  de- 
velopment of  the  top  seven  decks, 
pulled  out  in  July  after  spending 
$5.6  million.  The  city  of  Long  Beach 
hints  it  may  sue,  and  is  looking  for 
someone  with  $6  million  to  assume 
the  unfinished  work.  A  similar  ven- 
ture in  Florida  to  convert  her  sister 
ship,  the  Queen  Elizabeth,  into  a 
tourist  attraction,  meantime  has  al- 
ready gone  broke. 

Officials  admit  the  Diners'  de- 
fection will  impede  progress,  but 
they  still  envision  3.5  million  visi- 
tors annually,  netting  the  city  from 
$2.5  million  to  $3  million.  At  least 
time  is  on  their  side.  The  useful 
life  of  the  Queen  Mary  is  estimated 
at  300  years,  and  surely  the  ship 
will  be  ready  before  then. 
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Give  us  four  weeks 

and  we'll  give  you 

a  new 

advertising  program. 


Friendly  Reminders.  In  four 

weeks  we  can  do  something  about 
those  plain,  drab  paper  products, 
you're  now  using. 

That's  all  it  takes  from  the  time 
you  okay  our  color  sketches  until 
you  have  an  exciting  printed  pro- 
motion in  your  hands. 

Borrow  a  little  interest.  Bankers 
and  businessmen  take  note.  Just 
look  what  Fort  Howard  printed  pro- 
motions can  do  for  you.  Here's  an 
idea  that's  good  for  any  business- 
man. Donate  napkins  with  your 
message  to  local  civic  groups. 

If  you're  an  auto  dealer,  a  printed 
napkin  with  a  cup  of  coffee  can 
add  just  the  soft-sell  you  need  at 
model  introduction  time. 

Or  use  them  in  your  service  area. 


Leave  one  in  the  car  for  people  to 
wipe  off  the  steering  wheel— just 
in  case  your  mechanic  forgot.  The 
cost  for  all  this  interest?  Really 
very  low. 

For  safety's  sake.  Safety  is  a 
habit,  not  just  a  hard-hat.  So  why 
not  make  it  a  habit  to  order  your 
cafeteria  napkins  printed  with 
safety  reminders. 

The  cost?  Only  pennies.  And 
they  just  might  remind  someone 
to  prevent  an  accident. 

The  Idea  People.  There  are  hun- 
dreds of  ideas  where  these  came 
from  — Fort  Howard.  Write  us  on 
your  business  letterhead  and  we'll 
send  one  of  our  men  over  to  talk  to 
you  about  them.  Four  weeks.  That's 
a  short  wait  for  a  new  image. 


Fort  Howard  Paper 

Green  Bav.  Wisconsin  54305  ■ 


revenues  of  $143  million.  That  was  a 
gain  of  almost  50%,  but  it  represented 
a  pretax  return  on  capital  of  only 
about  8%.  But  that  was  after  a  Xew 
York  longshoremen's  strike  and  delays 
in  getting  the  Queen  Elizabeth  11  into 
operation,  which  together  cost  the 
company  more  than  So  million.  Small- 
peice  -is  satisfied  with  his  progress. 
"You  must  remember  that  we've  come 
up  from  nothing,"  he  says. 

•But  the  1558  goal  remains.  "Too 
main  tradition-bound  British  and 
American  companies  accept  the  idea 
that  shipping  is  a  low-profit  industry," 
Smallpeice  says.  "Well,  I  don't  accept 
that  idea.  Unless  an  operation  can 
make  152,  I  don't  want  it." 

In  quest  of  his  goal,  Smallpeice  has 
been  expanding  his  cruise  ship  busi- 
ness as  rapidly  as  possible,  trading  on 
the  Cunard  reputation  to  snatch  the 
middle-  and  high-priced  end  of  the 
market.  Instead  of  competing  with  the 
airlines  on  transoceanic  runs,  he  has 
made  allies  of  them,  forming  market- 
ing links  with  Pan  American,  BOAC 
and  several  nonscheduled  fines  in  or- 
der to  promote  weeks-long  luxury 
cruises  to  the  Caribbean  and  other 
warm-water  areas. 

Appeal  to  Reason 

On  the  cargo  side  he  has  formed 
other  alliances  in  order  to  move  more 
swiftly  and  surely  from  general  cargo 
ships  into  container  vessels  and  bulk 
carriers.  Cunard  now  owns  a  20%  share 
of  Associated  Container  Transporta- 
tion Ltd.  plus  a  45?  interest  in  ACT's 
Australian  subsidiary.  It  has  also 
joined  with  Swedish,  Dutch  and  French 
companies  in  the  Atlantic  Container 
Line  consortium.  In  bulk  carriers,  Cu- 
nard now  has  seven  petroleum  prod- 
ucts ships,  and  another  eight  slated 
for  delivery  over  the  next  three  years. 
Becent  mineral  finds  in  Australia  and 
gas  discoveries  in  North  Africa  and 
elsewhere  have  bolstered  Smallpeice's 
confidence  in  the  growth  prospects  for 
the  shipping  business. 

"Passenger  traffic  has  remained  stat- 
ic, but  cargo  has  been  growing  at  10% 
to  153  a  year,"  lie  says.  "Until  now  our 
competitors,  the  Japanese,  the  Scan- 
dinavians, the  Germans  and  the 
Dutch,  have  been  getting  it.  We  will 
change  that." 

Can  be  change  it  enough  to  bring 
Cunard  up  to  Smallpeice's  152  return? 
"Oh."  he  replies  simply,  "I  won't  go 
into  a  new  deal  that  pays  less.  Our 
customers  are  reasonable  men.  An  oil 
company  that  expects  a  return  of  15% 
or  20%  for  itself  can  certainly  under- 
stand why  we  should  insist  on  such  a 
return  too."  That's  an  oversimplifica- 
tion for  sure,  but  it's  equally  certain 
that  Sir  Basil  will  never  reach  that 
level  by  aiming  lower.   ■ 
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Want  to  buy 
an 

explosion-proof 
fuel  tank? 

Or  TV 

tube  rings, 

nylon  yarn  or 
milk  cans? 

See  Firestone. 
We  make  44,000 
things  besides 

tires. 


One  of  the  advantages  of  making  so  many  products 
is  the  opportunity  we  get  to  work  with  some  very 
interesting  customers  and  colleagues.  For  example, 
there's  an  engineer  at  Firestone  who  has  been 
credited  with  "putting  out  more  fires  than  Smokey 
the  Bear."  His  name  is  Del  Cline  and  he  is  the 
man  responsible  for  the  fire-resistant,  explosion- 
proof  fuel  tank  used  in  racing  cars  today. 

One  example  of  the  44,000  products  besides  tires 
that  Firestone  makes  — in  metals,  plastics,  textiles, 
chemicals,  rubbers.  (A  fourth  of  our  profits  now 
come  from  these  diversified  products.) 

See  Firestone.  We're  in  the  habit  of  making 
products  that  are  best  today,  still  better  tomorrow. 

For  more  information,  write:  Firestone  Market 
Opportunities,  Akron,  Ohio  44317. 


fm$tmm 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  alt  monies  unless  your 
own  appraisal  shows  value  Vi  to  y2 
higher. 

Over  5,000  styles  $100  to  $100,000 


Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

NAME 

ADDRESS     

ZIP    


Fiberglass 


The  Hatteras  is  remarkably  com- 
fortable. With  fiberglass  it  is  pos- 
sible to  mold  a  hull  shape  which 
virtually  eliminates  pounding, 
yawing  and  broaching.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature,  en- 
close $1.00.  Send  to  2547Kivett 
Drive,  High  Point,  N.  C.  27261 


* 


.J 


Hatteras  Yacht  Division 

North  American  Rockwell 


Window  on  the  World 

Allied  Bank  International  was  a  corking  idea  for 
its  sponsors,  but  did  they  pick  the  wrong  time? 


It  looks  every  inch  the  suave  inter- 
national financial  institution,  with  its 
smart  $1.5-million  town-house  office 
just  off  Manhattan's  Park  Avenue  and 
its  bevy  of  secretaries  and  reception- 
ists handling  calls  in  half-a-dozen  lan- 
guages. But  appearances  are  deceiv- 
ing: Allied  Bank  International's  heart 
belongs  to  middle  America. 

It  opened  its  doors  just  over  a  year 
ago  as  a  joint  venture  designed  to  give 
its  owning  sponsors,  medium-sized  re- 
gional banks  in  cities  like  Indianapolis, 
Memphis,  St.  Paul,  Denver  and  Port- 
land, Ore.,  some  muscle  in  the  in- 
ternational field.  Already  it  has  18 
such  sponsors  with  combined  assets  of 
$16  billion;  it  can  make  loans  to  in- 
dividual borrowers  of  as  much  as  $100 
million;  and  in  its  first  year  it  has 
worked  on  deals  ranging  from  financ- 
ing for  Italy's  electric  system  to  the 
expansion  of  a  large  U.S.  company 
going  into  Australia. 

To  be  sure,  Allied  doesn't  have  the 
overseas  brawn  of  giants  like  Bank  of 
America,  First  National  City  or  Chase 
Manhattan,  which  have  been  in  the 
international  game  much  longer.  Its 
branches  are  limited  so  far  to  one  in 
London  and  another  in  Nassau,  plus 
an  office  in  Hong  Kong.  And  the 
chances  are  that  it  will  never  be  able 
to  match  the  international  setups  of  its 
big-time  competitors,  given  the  resist- 
ance to  further  entry  of  U.S.  banks  in 
many  places  around  the  world. 

But  Allied  is  nonetheless  providing 
its  regional  member  banks  the  kind  of 
window  on  the  world  that  they  could 
never  have  had  on  their  own.  "Allied," 
says  Jacques  R.  Stunzi,  its  debonair 
49-year-old  president,  "is  an  example 
of  a  good  idea  whose  time  has  come." 

Stunzi  laughs  a  bit  nervously  when 
he  says  that,  for  the  real  question  is 


whether  Allied's  time  did  not  come 
several  years  ago.  The  idea  of  setting 
up  a  nationwide  banking  group  to  run 
its  own  foreign  operation  was  explored 
in  the  early  1960s  by  a  group  under 
Hpyt  Ammidon,  chairman  of  New 
York's  U.S.  Trust.  It  was  then  set  aside. 
But  Comptroller  of  the  Currency  (from 
1961  to  1966)  James  J.  Saxon  liked 
the  idea;  and  when  he  left  Washing- 
ton in  1966  to  return  temporarily  to 
American  Fletcher  National  Bank  & 
Trust  in  Indianapolis,  he  revived  it. 
American  Fletcher  was  one  of  ten 
charter  members  that  put  $2  million 


Hot  Transfer.  Allied  keeps 
its  members  liquid  overseas 
by  heavy  trading  in  foreign 
exchange  at  a  Wall  Street 
center  away  from  its  town- 
house  offices.  Exchange  deals 
hit  $1  billion  a  month 
in     most     major     currencies. 
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each  into  Allied.  Stunzi,  who  had 
helped  set  up  the  overseas  banking 
division  of  American  Express  and  later 
launched  Illinois'  Continental  Bank's 
international  subsidiary,  was  hired 
avray  from  Continental  to  run  it. 

Allied  was  hardly  off  the  ground 
when  money  turned  drum-tight,  and 
Stunzi  found  himself  doing  such  un- 
expected things  as  funneling  more 
than  SI 00  million  in  Eurodollars  back 
to  its  money-starved  member  banks. 
(The  Federal  Reserve  has  since  slowed 
that  funds  source.)  Instead  of  doing 
just  straight  import-export  financing, 
Allied  is  regularly  called  upon  to  pro- 
vide loans  to  U.S.  corporations  that 
want  to  expand  overseas  but  run  in- 
to restrictions  against  foreign  invest- 
ments. And  Allied  finances  deals 
through  its  Nassau  branch  so  that 
l.S.  companies  are  not  taxed  both  at 
home  and  abroad. 

Tight  money,  paired  with  the  slug- 
gish economy,  has  also  caused  Stunzi 
to  postpone  plans  for  an  offshore  mu- 
tual fund,  a  realty  trust  and  some 
other  ventures  that  were  to  be  tun- 
neled through  a  new  nonbanking  sub- 
sidiary. Allied  International  N.V.  in 
Curacao,   Netherlands  Antilles. 

Skirting  the  Red 

But  despite  tight  money,  and  the 
heavy  start-up  costs  involved  in  build- 
ing a  staff  of  130.  including  some  24 
experienced  international  bankers.  Al- 
lied has  managed  to  stay  in  the  black, 
earning  about  2?  on  its  members'  in- 
vestment the  first  year.  Stunzi  also  re- 
ports happily  that  Allied  assets  have 
grown  from  $26  million  to  about  $200 
million:  "We  want  to  expand  as  rapid- 
ly as  possible  without  going  into  the 
red,"  he  says.  "Allied  is  consolidating 
its  gains,  honing  its  skills  right  now. 
In  an  upturn,  there  will  be  a  lot  doing 
abroad."  Eventually,  he  thinks,  Allied 
Bank  International  will  be  paying  out 
10%  to  15%  yearly  to  a  full  complement 
of  20  banks. 

In  the  meantime,  there  is  a  hidden 
plus.  Before  Allied,  one  of  the  favorite 
•  techniques  of  the  giant  banks  was  to 
woo  a  U.S.  company  just  entering  the 
foreign  field  by  getting  its  overseas 
banking  business,  then  make  a  pitch 
for  its  domestic  business  as  well.  Al- 
ready Allied  has  done  yeoman  service 
for  its  members  by  helping  to  keep 
the  giants  at  bay. 

There  is  also  a  hidden  promise. 
Each  Allied  member  bank  is  stronger 
in  its  own  city  than  the  biggest  giant 
headquartered  in  New  York  or  San 
Francisco.  Allied  may  have  been  set 
up  to  help  finance  U.S.  companies  anx- 
ious to  do  more  business  overseas;  but 
its  structure  could  prove  even  more  in- 
teresting to  foreign  companies  that 
want  to  do  just  the  reverse.  ■ 


Up-Tight  about 
don't-care  attitudes? 


We've  got  a  good  thing 

going  in  Nebraska.  And 

lot  of  it  is  because  we  care 

We  care  enough  about  our  work 

to   produce   at   a   rate  that's  well 

above  the  national  average. 

And   we   care  about   a  good   life 

Fifteen  minutes  to  the  office,  to  an 

outdoor   recreation   area,   or  to  a 

symphony     Maybe   that's   why   we 


live  longer  than  almost 
any  other  people   in  the 
nation 

If you'reup-tightabout  people  who 
don't  care,  how  about  living  and 
working  with  people  who  do  care? 
Build  your  new  plant  in  Nebraska. 

For  information  write  James  W. 
Monroe.  Director. 


^  NEBRASKA  DEPARTMENT  OF 
*    /ECONOMIC   DEVELOPMENT 

ft  op"''' 

Dept  88.  State  Capitol.  Lincoln.  Nebraska  68509 
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The  American  Express 
Money  Card. 

Now  you  can  use  it  to  clean  your  engine. 

You  can  use  it  to  charge  the  price  of  with  Mobil  Detergent  Gasoline, 

a  new  battery.  The  American  Express  Card,  the 

Or  have  an  old  battery  recharged.  New  Money,  is  accepted  at  more  than 

Buy  tires,  replace  spark  plugs,  or  25,000  Mobil  stations, 

change  an  oil  filter.  Visit  your  Mobil  dealer  as  you  dis- 

But  best  of  all,  it  will  fill  your  tank  cover  America. 


FORBES,   AUGUST   15,    1970 


35 


- 


Last  year,  $5  billion  was  spent  on  your  telephone  and 
it  still  looks  the  same. 


\± 


%: 


The  changes  don't  show.  But  they  are  ingenious 
ways  of  making  your  phone  —  the  one  you've  had  all  along 
-  work  better. 

For  instance,  a  new  cable  to  make  phone  calls  go 
through  faster.  It  can  carry  32,000  different  conversations 
at  once,  without  jumbling  anything. 

Or  the  new  electronic  system  to  speed  up  connec- 
tions. (After  all,  with  318,000,000  calls  going  through 
everyday,  you  need  a  computer's  help  to  ward  off  mixups.) 

And  we  don't  think  people  should  have  to  wait  for 
long  distance  lines.  So  we  have  a  system  for  rerouting 
calls.  If  you  are  in  St.  Louis  calling  Detroit,  your  call  may 
be  channeled  through  Pittsburgh  or  Dallas.  But  since 
there's  no  delay,  you  never  know. 

Of  course,  everything  wasn't  invested  in  equipment. 
$300,000,000  went  for  training  operators,  installers  and 
linemen.  New  people  to  keep  up  with  the  growing  demand 
for  telephones  and  services. 

The  American  Telephone  and  Telegraph  Company 
and  your  local  Bell  Company  keep  working,  every  year, 
to  put  a  new  phone  inside  your  old  one.  Even  if  it  does 
look  the  same. 


As  I  See  It 


Armies  of  creditors  and  securities  holders  are  massing  to  swoop  down 
on  the  Penn  Central's  newly  appointed  trustees  and  its  almost  $7  bil- 
lion in  assets.  Railroad  analysts,  recalling  the  Thirties,  predict  it  will 
take  five,  ten,  even  20  years  to  untangle  the  mess. 

One  man  who  disagrees  is  John  W.  Barriger,  recent  president  of  the 
troubled  Missouri-Kansas-Texas  Railroad  (he  still  heads  the  execu- 
tive committee),  who  has  spent  a  lifetime  as  a  troubleshooter  for  ailing 
roads.  Barriger,  70,  is  no  stranger  to  railroad  bankruptcies;  he  headed 
the  Reconstruction  Finance  Corp.'s  rail  section  during  the  1 930s.  An 
acknowledged  elder  statesman  in  the  industry,  he  missed  being  named 
a  Penn  Central  trustee  only  because  of  his  age.  Nevertheless,  he  may 
serve  as  a  consultant  to  the  bankrupt  company. 

Barriger  thinks  the  Penn  Central's  problems— if  properly  attacked— 
can  be  cleared  up  in  two  or  three  years,  that  it  can  be  earning  at  a 
rate  of  $100  million  a  year  in  profits  by  the  end  of  two  years.  He  sums 
up  the  PC's  situation  with  an  old  European  saying:  "The  situation  is 
desperate  but  it  is  not  serious." 


What  do  you  mean,  "desperate  bat 
not  serious"? 

Barriger:  The  Penn  Central  is  des- 
perate in  the  sense  that  a  man  who  has 
been  run  over  is  lying  in  the  street 
bleeding  to  death.  It's  not  serious  be- 
cause a  competent  medical  practition- 
er can  bind  up  the  wounds  and  have 
him  walking  in  a  couple  of  weeks. 
The  Penn  Central  can  be  put  back  on 
its  feet  in  two  or  three  years,  and  in 
my  opinion  must  be. 

Hoiv  did  PC  land  in  this  mess? 

Barriger:  Corporate  schizophrenia. 
There  were  splits  among  [Stuart] 
Saunders,  [David]  Bevan  and  [Al- 
fred] Perlman  that  got  more  personal 
as  time  went  along.  The  organization 
was  running  oft  in  three  different  di- 
rections at  once.  At  the  operating  lev- 
el, this  polarized  people  into  identify- 
ing themselves  with  the  red  or  green 
team,  never  with  Penn  Central. 

That's  what  made  the  merger  a 
failure? 

Barriger:  The  merger  was  not  a  fail- 
ure. The  two  railroads  were  never 
merged.  The  marriage  was  never  con- 
summated; it  was  a  civil  war.  Take 
the  most  prosperous  railroads  in  the 
country,  the  Southern  Pacific  or  the 
Union  Pacific,  run  them  the  same  way 
and  they'o  go  bankrupt. 

It  wasn't  until  recently  that  the 
true  state  of  PC's  financial  affairs  came 
out.  Was  chicanery  involved? 

Barriger:  I  don't  know.  But  whether 
it  was  chicanery  or  just  plain  bad 
judgment,  I  always  felt  that  in  view 
of  the  unsatisfactory  condition  of 
maintenance  and  their  obsolete  equip- 


ment, all  their  cash  reserves  should  be 
husbanded  for  the  railroad.  Instead, 
they  went  the  other  way.  All  the  mon- 
ey that  came  from  selling  the  Norfolk 
&  Western  and  Wabash  stock  and  so 
forth  should  have  helped  the  railroad. 
That  was  Perlman's  idea,  but  he  was 
overruled.  They  were  bleeding  the 
maintenance  to  keep  up  financial  ap- 
pearances while  they  diversified. 

With  a  typical  railroad  return  of  2% 
or  3%  on  investment,  but  much  more 
from  real  estate  or  pipelines,  didn't  it 
make  sense  to  diversify? 

Barriger:  Not  to  the  point  of  bleed- 
ing the  railroad.  Apparently  Bevan 
was  one  of  the  liquidating  group  and 
Perlman  one  of  the  developing  group. 
If  you  ride  horses  running  in  different 
directions,  you  fall  between  them. 

Can  PC  come  back  as  a  railroad? 

Barriger:  I  think  so.  It  was  a  manage- 
rial bankruptcy  before  it  was  a  finan- 
cial one.  Take  freight  yards.  They're 
the  bowels  of  a  railroad,  and  Penn 
Central  is  badly  constipated.  Take 
routing.  The  Pennsy  had  the  heavier 
traffic,  and  the  New  York  Central  had 
the  water  level  grades.  When  they  put 
the  Pennsy's  traffic  on  the  Central's 
lines,  it  was  just  like  when  the  Post 
Office  reshuffles  the  mail.  You  have  to 
have  whole  new  systems  of  classifica- 
tion. They  didn't  have  the  proper  sys- 
tems, and  the  consolidation  was  never 
made  effective.  That's  why  you  saw 
such  a  frightful  breakdown. 

What's  the  next  move? 

Barriger:  Getting  a  top-notch  rail- 
roadman to  straighten  things  out.  I 
have  the  highest  regard  for  Jervis 
Langdon  and  George   Baker  [two  of 


Can  Penn  Centra/ 
Come  Back? 


Railroader  Barriger 
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He's  never  heard 
of  St.  Joe- 
but  he's  already 
part  of  our 
growing  market 
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He's  already  started  needing  products  that  use  our  products.  □  The 
X-Ray  rooms  in  the  hospital  in  which  he  was  born  have  lead-lined 
walls  and  leaded  glass  windows.  The  car  his  dad  drove  him  home  in 
was  started  by  a  lead-acid  battery  and  many  of  its  parts  are  zinc  die 
castings  and  zinc  galvanized  steel.  Zinc  oxide  was  used  in  the  tires. 
The  highway  they  traveled  going  home  was  made  safer  by  galva- 
nized steel  guard  rail.  □  At  home,  the  appliances  his  mom  uses  have 
die  cast  zinc  parts.  And  there's  zinc  oxide  in  the  dishes,  glassware 
and  bathroom  fixtures.  Even  the  ointment  his  mother  uses  to  make 
him  comfortable  contains  zinc  oxide.  □  He'll  be  part  of  our  market 
all  his  life  because  we're  the  nation's  largest  producer  of  zinc  and 
lead  and  a  major  producer  of  zinc  oxide.  □  Write  for  a  copy  of  our 
latest  annual  and  quarterly  reports. 


ST  JOE 

■  nkir-n  At   c  rr>DDnDATinKJ 


MINERALS  CORPORATION 


250  Park  Avenue 

New  York,  New  York  10017 

Tel.  (212)986-7474 
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Most  cards  are  for  spending. 
This  one  is  for  saving. 

This  card  is  for  business  travel  only.  It  guarantees  that 
you  will  pay  our  pre-set  commercial  rate  at  every 
TraveLodge.  It  can  save  your  company  important  dollars. 

We  also  give  you  free  reservations  from  any  place  in 
the  country.  Just  dial  800-255-3050. 

Fill  in  your  name.  Attach  to  your  business  letterhead. 
Mail  to:  TraveLodge,  Dept.  FO,  Box  308,  El  Cajon,  Calif. 
92022.  We'll  send  your  card  back.    JraveIodge 


The  Status  Symbol 
That  Pays  Dividends 
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Status  symbols  are  a  dime  a  dozen.  Why  not  latch  onto  one  that 
pays  off  in  time  saved  and  money  earned... not  pure  envy.  Look 
into  the  'NOW'  Phone  from  Symetrics. 

The  'NOW'  Phone.  The  mobile  telephone  that  keeps  you  in  touch 
with  your  office  and  your  clients  —  allows  you  to  confirm  or  re- 
arrange appointments,  change  schedules  and  routings... coordi- 
nate pick-ups  and  deliveries... right  now  when  it  counts! 
The  'NOW'  Phone.  The  mobile  telephone  that  features — compact 
power  package... full  11  channels... negligible  power  drain... no 
wrong  numbers... incoming  call  signal  light... one  year  guarantee 
...and  no  obligatory  service  contract. 

SYMETRICS     INDUSTRIES.  INC. 

COMMUNICATIONS  PRODUCT  DIVISION.  Depl     F  I 
aoeo  sarno  road  Melbourne  fla  3293s 

TELEPHONE    I30S),J54   1768 


As  I  See  it 


the  four  trustees].  I  don't  know  the 
other  two.  I'm  banking  on  the  trust- 
ees, who  know  all  the  top  railroadmen 
in  America,  picking  a  star  to  run  the 
railroad.  If  they  do,  I  see  the  operat- 
ing losses  virtually  eliminated  by  the 
end  of  the  year.  PC  is  a  tremendously 
potent  money-making  machine. 

Aren't  you  soft-pedaling  the  finan- 
cial mess?  Look  how  long  it  took  the 
railroads  to  climb  out  of  the  hole  in 
the  Thirties. 

Babriger:  There  is  no  parallel.  The 
railroads  in  the  Thirties  collapsed  be- 
cause of  the  Depression:  They  didn't 
have  enough  business  to  support 
them.  But  there  is  plenty  of  business 
to  support  Penn  Central;  customers 
were  deserting  it  because  service  was 
so  slow  and  unreliable.  The  Federal  Re- 
serve Board  Index  of  Production  is 
around  169  now;  I  believe  it  will  be 
around  178  by  the  end  of  next  year. 
So  the  traffic  is  there  to  be  had. 

You  don't  see  any  major  liquida- 
tion of  PC's  assets? 

Barriger:  I  do  not.  This  railroad 
doesn't  lack  the  potential  earning  pow- 
er to  support  its  capital  structure.  I 
don't  think  the  stock  will  be  wiped 
out,  although  it's  possible  they  may 
disaffirm  some  of  the  leased  lines  on 
light-traffic  branches.  And  they  may 
convert  some  of  the  fixed-interest  se- 
curities to  contingent.  But  underscore 
this:  I'm  assuming  they  get  manage- 
ment equal  to  the  best.  If  they  do,  I 
don't  say  they'll  be  earning  $50  mil- 
lion next  year,  but  I  do  say  that  by 
the  end  of  next  year  they'll  be  earning 
at  the  rate  of  $50  million  a  year.  And 
at  the  end  of  the  second  year,  at  a 
$100-million  rate. 

You're  parting  company  with  a 
great  many  analysts  wlw  say  the  PC 
mess  will  be  a  lawyers'  picnic  for  at 
least  a  decade.  Maybe  two. 

Barriger:  I  say  it's  going  to  be  a 
short  reorganization.  Either  the  new 
management  will  be  able  to  restore 
the  railroad's  earning  power  fairly 
quickly,  or  they  won't.  But  if  they 
don't,  the  deficits  won't  be  paid  out  of 
the  proceeds  of  trustee  certificates, 
but  by  large  giants  from  Congress, 
because  Penn  Central  will  have  been 
nationalized.  That's  the  real  choice. 
Either  PC  gets  going  again,  quickly, 
relatively  painlessly,  with  a  minimum 
of  financial  suffering,  or  PC  gets  na- 
tionalized—as well  as  the  other 
railroads.   ■ 
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HELIUM 


PROPANE 


PLASTICS 


ANTIFREEZE 


FABRIC  SOFTENERS 


The  name  game 

Suppose  for  a  minute  that  it  was  40  years  ago 
and  you  had  just  started  a  company  in  Omaha, 
Nebraska,  to  pipe  natural  gas  to  distribution 
companies  all  over  the  Northern  Plains;  what 
would  you  call  yourself?  Northern   Natural  Gas 
Company?  Well,  that's  what  we  called  ourselves. 
Then  we  started  extracting  helium.  Should  we 
have  changed  our  name  to  Northern  Helium 
&  Natural  Gas  Company?  Then  came 
hydrocarbons.   What   now?    Northern    Helium, 
Hydrocarbons  &  Natural  Gas  Company?  Then  came 
ethylene  glycol  and,  with  it,  anti-freeze.  Maybe 
Northern  Helium,  Hydrocarbons,  Ethylene  Glycol. 
Anti-Freeze  &  Natural  Gas  Company?  Quite 
a  handle,  huh?  And  it  doesn't  stop  there.  Next 
came  propane  and  butane.  How  about 
Northern   Helium,    Hydrocarbons,    Ethylene 
Glycol,  Anti-Freeze,   Propane,  Butane  &  Natural 
Gas  Company?  But  what  about  our  plastics 
and    polyethylene?And   al 
the  rest?  We  just  had  to 
make  a  decision    And  -  Northern 

we  did.  We  decided  to       |V|  Natural  Gas 
leave  our  name  I  ^1  Company 

Northern     Natural     GaS  Home  Of f.ce  Omaha.  Nebraska 
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Company.  We  think 
it  has  a  touch  of 
nostalgia. 


The  gas  company 
that's  something  else. 
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HEAT  TRANSFER 
PROBLEMS? 

ww  ASK       . 

Young! 


\  \ 


This  Type  "F"  Shell  and  Tube  Heat  Ex- 
changer is  available  from  Young  in  sin- 
gle, two  pass  and  four  pass  models  with 
copper  base  alloy  or  stainless  steel  con- 
struction. This  is  typical  of  over  1100  dif- 
ferent heat  exchangers  built  to  heat  or 
cool  water,  oil,  process  fluids,  gases  or  to 
condense  steam  and  vapors.  Many  models 
are  available  from  stock  for  immediate 
delivery.  If  you  need  maximum  heat  trans- 
fer and  minimum  size,  we  have  a  Heat 
Exchanger  to  meet  your  specific  require- 
ment. Write  for  Catalogs    #1169,  1270. 

YOUNG  RADIATOR  COMPANY 

General  Offices:  Racine,  Wisconsin  53403 

Radiators  •  Heat  Exchangers  •  Oil  Coolers 
\  Condensers  •  Unit  Heaters 


Your  own  maintenance  men  can  use 
Ranco  roof  spray  equipment  FREE  to  water- 
proof weatherworn  roofs  permanently.  The 
roof  spray  equipment  pumps  Ranco  plastic 
sealant  from  drums  on  the  ground  and  sprays 
it  directly  on  your  roof.  The  sealant  forms  a 
seamless,  elastic  shield  that  defies  bitter 
cold  and  blistering  heat;  it  stops  leaks  and 
restores  pliability  to  old  roof  felt.  Save  con- 
tractor's costs,  time,  and  handling;  our 
Ranco  Roofing  Engineers  provide  jobsite 
instruction. 

Write  for  free  48-page  Ranco 
Roofing  &  Maintenance 
Catalog  which  gives  complete 
details. 

RANCO  INDUSTRIAL  PRODUCTS  CORP. 

13306  Union  Avenue  •  Cleveland,  Ohio  44120 
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Forced  March 

Areata  National  is  a  lumber  com- 
pany that  soon  will  have  no  lumber. 


Since  1939  tiny  Areata  Redwood  Co. 
has  very  profitably  felled  the  lofty 
sequoia  trees  of  Northern  California, 
netting  a  spectacular  28%  on  sales  in 
1964.  But  that  year  it  decided  to  di- 
versify, so  it  hired  then  33-year-old 
Harvard  iMBA  Robert  O.  Dehlendorf 
II  for  the  task.  Diversify  he  did.  Well- 
armed  with  modern  management  the- 
ory, Dehlendorf  changed  the  com- 
pany's name  to  Areata  National  Corp., 
moved  its  headquarters  to  Menlo  Park, 
Calif,  and  acquired  two  major  printers, 
a  specialized  printer  of  aircraft  parts 
catalogues  and  a  melange  of  small 
companies. 

Sales  rose  from  $8  million  in  1964 
to  an  estimated  $175  million  in  fiscal 
1970.  Per-share  earnings  increased 
from  48  cents  to  around  $1.45.  Today 
lumber  accounts  for  only  7%  of  sales. 
But  the  diversification  had  a  flaw. 
Earnings  growth  lagged  far  behind 
sales  growth,  and  fully  one-third  of 
this  year's  earnings  still  came  from  the 
old  lumber  business. 

It  might  appear  that  Dehlendorf 
should  go  back  to  the  lumber  busi- 
ness, but  he  no  longer  has  that  option. 
In  1968  Congress  created  Redwood 
National  Park,  taking  roughly  half  of 
Arcata's  22,100  acres  of  redwood. 
Areata  has  received  $18  million  in 
compensation  to  date,  far  short  of  the 
estimated  value  of  the  land  (still  un- 
der negotiation ) ,  which  outside 
sources  place  at  between  $50  million 
and  $100  million.  Moreover,  sustained 
yield  production  with  the  remaining 
timberland  is  impossible,  according  to 
Dehlendorf.  So  unless  it  receives  ad- 
ditional land  as  partial  compensation. 
Areata  will  be  out  of  the  lumber  busi- 
ness altogether  in  about  ten  years. 

Taking  the  brighter  view,  that  at 
least  gives  Dehlendorf,  who  became 
president  in  1967,  a  little  time  to  im- 
prove his  other  operations.  His  heavi- 
est millstone,  J.W.  Clement,  is  a  mag- 
azine and  paperback  printer  acquired 
in  1965  that  accounts  for  half  of  Ar- 
cata's sales.  Because  of  high  start-up 
costs  of  three  new  presses,  Clement's 


pretax  income  contribution  slipped  be- 
low 1969's  already  weak  34%.  Kings- 
port  Press  (25%  of  sales),  a  hardcover 
printer  acquired  in  1969,  upped  its 
income  share  from  13%  to  about  20%, 
but  still  isn't  carrying  its  own  weight. 
Butler  Data  Systems,  a  1968  purchase, 
makes  shop  manuals  for  the  aircraft 
industry  (Boeing  is  its  biggest  cus- 
tomer)   and  has  suffered  accordingly. 

Going  Swimming 

Dehlendorf  is  working  feverishly  to 
prod  these  laggards  along.  Over  $72 
million  has  been  spent  for  capital  im- 
provements, $30  million  in  fiscal  1970 
alone.  There  has  been  some  successful 
belt-tightening  at  Kingsport,  and  the 
new  Clement  presses  should  start  pay- 
ing off  soon.  But  both  Arcata's  printing 
and  lumber  businesses  swing  with  the 
economy,  and  the  outlook  is  just  not 
good.  It's  unlikely  that  Areata  can 
match  fiscal  1970  results  in  1971.  "You 
can  walk  on  water  just  so  long,"  ad- 
mits Dehlendorf.  "This  year  is  going  to 
be  tough." 

While  Dehlendorf  has  his  hands  full 
with  the  printing  business,  he's  put- 
ting 2%  of  Arcata's  net  income  into 
a  subsidiary  called  Areata  Investment 
Co.,  which  provides  capital  for  small 
companies  started  by  members  of  mi- 
nority groups.  "Corporations  have  a 
big  role  to  play  in  solving  urban  prob- 
lems, but  not  just  as  social  do-good- 
ers," he  says.  "What  we  try  to  do  is 
back  the  right  man  with  the  right 
idea  in  the  right  marketplace." 

Lately  Dehlendorf  has  also  been 
buying  a  hodgepodge  of  little  firms, 
the  kind  that  could  suddenly  mush- 
room into  giant  corporations— or  with- 
er away  just  as  quickly.  With  a  low 
debt-to-equity  ratio  and  several  years 
left  of  high  cash  flow  from  the  Red- 
wood sale  (taxed  mostly  at  a  capital 
gains  rate),  Dehlendorf  can  afford  to 
experiment  some  more.  Hopefully, 
some  of  his  Harvard  theories  will 
work.  His  difficulty  is  that  when  he's 
finally  out  of  the  redwood  business,  he 
still  may  not  be  out  of  the  woods.  ■ 
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Chalk  on  a  Shoestring 

0.  Roy  Chalk,  the  Washington  transportation  wheel,  has  always 
managed  to  get  out  of  tight  fixes  before.  Can  he  do  it  again? 


By  routine  business  standards,  O. 
(for  Oscar)  Roy  Chalk,  the  63-year- 
old  Bronx  lad  who  married  a  rich 
wife  and  then  displayed  the  political 
acumen  needed  to  turn  a  tiny  Man- 
hattan realty  business  into  a  financial 
empire  built  around  Trans  Caribbean 
Airways,  is  in  real  trouble.  But  then, 
Roy  Chalk  is  scarcely  your  routine 
businessman. 

Chalk  and  his  wife,  the  former 
Clair  Cole,  control  about  one-third  of 
TCA,  which  hasn't  seen  black  ink 
since  1965.  Last  year  it  lost  SI  1  mil- 
lion, despite  record  S53-million  rev- 
enues. His  other  major  holding,  Wash- 
ington's D.C.  Transit  Systems,  Inc.,  the 
largest  U.S.  privately  run  local  bus 
company,  has  also  not  earned  an  op- 
erating profit  since  1965.  Chalk's  em- 
pire is  in  such  disarray  that  Peat  Mar- 
wick  &  Mitchell,  his  accountants,  are 
currently  refusing  to  '"express  an  opin- 
ion" on  TCA's  financial  statement.  Still, 
Roy  Chalk  himself  could  come  out  in 
surprisingly  strong  financial  shape— if, 
that  is.  Congress  will  onlj  cooperate 
and  if  a  pending  TCA-American  Air- 
lines merger  goes  through. 

Chalk  has  long  been  short  on  cash 
but  long  on  financial  leverage  and 
political  clout.  He  started  Trans  Carib- 
bean as  a  tiny  cargo  operation  just 
after  World  War  II.  then  built  up  a 
passenger  business  by  ferrying  Puerto 
Ricans  at  rock-bottom  fares  between 
San  Juan  and  New  York  during  the 
great  postwar  migration.  More  recent- 
ly he  garnished  his  airline  with  profit- 
able military  contracts.  A  Democrat 
who  personally  knew  Harry  Truman, 
Chalk  was  savvy  enough  to  hire 
Dwight  Eisenhower's  brother-in-law 
as  his  public  relations  man  in  the 
Fifties,  and  far-seeing  enough  to  be- 
come an  early  John  Kennedy  support- 
er. Hack  in  1956,  when  subsequently 
imprisoned  financier  Louis  Wolfson 
had  run  D.C.  Transit  into  the  ground, 
Chalk  became  a  local  Washington 
hero  by  buying  it  for  just  a  half-mil- 
lion-dollar down  payment.  With  typi- 
cal flair.  Chalk  quickly  re-equipped  the 
line  with  green-and-white  air-condi- 
tioned buses  and  caused  a  huge  traf- 
fic jam  by  parading  them  through 
downtown  Washington. 

The  honeymoon  lasted  ten  years. 
Then  in  1966  the  Chalk  empire's  par- 
ent company,  TCA,  showed  its  first 
deficit.  TCA  had  been  making  most' 
of  its  profit  from  its  military  business. 
Between  1965  and  1967,  however,  its 
military  contracts  declined  partly  be- 
cause of  a  hangar  fire  that  destroyed 


one  of  its  planes.  When  they  bounced 
up  again,  they  never  reached  the 
level  for  which  Chalk  had  planned 
in  his  aircraft  purchases  and  leases. 
Meantime,  TCA  has  gone  heavily  in 
debt  for  new  jets.  By  last  year's  end, 
it  had  $26  million  in  long-term  debt 
and  was  almost  $13  million  in  arrears 
on  airplane  leases  and  mortgage  and 
other  obligations.  Now  Pentagon  offi- 
cials report  that  they  plan  to  curtail 
drastically  TCA's  remaining  contracts. 

In  Hock  to  Himself 

Chalk  has  aggravated  his  problems 
by  his  willingness  to  mortgage  one 
part  of  his  business  to  another.  Today 
all  of  his  empire,  with  the  exception 
of  D.C.  Transit,  which  was  spun  off 
two  years  ago  (Chalk  stills  owns  30%), 
is  consolidated  under  Trans  Caribbean 
Airways,  Inc.  The  subsidiaries  range 
from  real  estate  along  Manhattan's 
Fifth  Avenue  and  El  Diario-La  Pren- 
sa.  New  York's  prosperous  Spanish- 
language  newspaper,  to  the  struggling 
Puerto  Rican  UHF  television  station, 
WTSJ-TV,  which  Chalk  bought  back 
in  1966. 

To  tie  it  all  together,  Chalk  has 
used  a  combination  of  debt  and  inter- 
company loans.  After  separating  D.C. 
Transit  from  TCA  in  1968,  he  put  up 
his  own  D.C.  Transit  stock,  worth  over 
$1  million,  to  help  TCA  buy  jets.  By 
that  time,  TCA  had  already  begun 
making  advances  to  subsidiary  com- 
panies until  by  last  year's  end  they 
owed  TCA  over  $8  million.  To  add 
to  TCA's  troubles,  TCA  may  also  be 
confingently  liable  under  a  $9-million 
IRS  income-tax  suit  against  its  former 
subsidiary,  D.C.  Transit. 

This  is  not  the  only  trouble  afflict- 
ing D.C.  Transit.  At  one  time,  Chalk's 
purchase  of  D.C.  Transit  had  seemed  a 
story-book  deal.  After  putting  up  only 
$500,000  cash  for  D.C.  Transit,  by 
1968  he  had  paid  off  the  rest  of  the 
$13-million  purchase  price,  partly  with 
fare  money,  partly  by  selling  off  D.C. 
Transit  properties.  What  really  upset 
Washingtonians  was  the  putting  of 
D.C.  Transit  property  into  subsidiaries 
that  no  longer  could  be  controlled  by 
the  local  transit  authority.  Instead  of 
generating  profits  for  the  bus  company, 
these  properties  supplied  financing  for 
other  company-sponsored  ventures. 

For  example,  an  old  street-car  barn 
in  Washington's  fashionable  George- 
town section  was  sold  to  subsidiaries 
for  about  $75,000,  then  had  $1  million 
of  improvements  put  into  it,  and  was 
then  mortgaged  for  $2.5  million.  Ac- 


Chalk  of  Trans  Caribbean 

cording  to  an  estimate  by  the  Wash- 
ington Metropolitan  Area  Transit 
Commission,  D.C.  Transit  sold  to  sub- 
sidiaries properties  worth  $6  million 
for  approximately  one-sixth  of  their 
true  value.  In  1966,  when  some  $12 
million  more  of  D.C.  Transit  properties 
were  still  available  for  such  transfers, 
the  local  transit  authority  finally  is- 
sued an  order  prohibiting  any  fur- 
ther ones. 

None  of  this  made  D.C.  residents— 
or  Congress,  which  governs  the  voteless 
District— very  receptive  to  Chalk's  ex- 
planations when  D.C.  Transit  began  to 
encounter  operating  problems  in  1966: 
costly  labor  demands,  vandalism,  re- 
sistance to  rising  fares,  especially  from 
ghetto  residents.  In  1966  D.C.  Transit 
lurched  into  the  red,  and  it  took  heat- 
ed battles  to  win  two  fare  hikes.  Con- 
gress and  District  authorities  wanted 
Chalk  to  sell  or  mortgage  D.C.  Transit's 
remaining  real  estate  to  subsidize  his 
bus  operations.  Finally,  last  Apr.  15 
the  Senate  voted  to  buv  out  Chalk  at  a 
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AMERICAN  EXPRESS  CREDIT  CORPORATION 

(A  wholly-owned  subsidiary  of  American  Express  Company) 

Condensed  Balance  Sheets 

June  30, 
1970 

June  30, 
1969 

Cash  $  20.118.356 

Receivables,  net  of  reserve 21 7,538.1 32 

Prepayments    945,836 

$  13,668.118 

153.554,180 

616,934 

$238,602,324 

Senior  notes  payable — ' 

Banks   $   18.600,000 

Short-term  investors 1 67,1 36,000 

$167,839,232 

$  17.292,000 
93,384,000 

$185,736,000 
Accrued  taxes  and  other 

payables   1 ,540,246 

$110,676,000 

22,828.321 
2.128.065 
9.500.000 

8.000.000 

12.147,860 
2,558,986 

Deferred  discount  revenue 4,086,035 

Subordinated  debt,  1972-75  ....     16.500,000 
Junior  subordinated  debt, 

1972-75    13,000,000 

Shareholder's  equity — 

$238,602,324 

$167,839,232 

American  Express  Credit  Corporation  finances  accounts  receivable  purchased 
from  the  American  Express  Card  Division  of  American  Express  Company.  Funds  to 
carry  the  receivables  are  provided  principally  through  the  sale  of  notes  to  short- 
term   investors  in   the  commercial   paper   market.   Bank   lines  of  credit  aggregate 
$191  million  from  51  banks. 

Inquiries  concerning  its  commercial  paper  notes  will  be  welcomed  by  Credco 
(516  248-0177)  or  Goldman,  Sachs  &  Co.  (212  676-8390). 

^VIVIEX               American  Express  Credit  Corporation 
CREDCO                       1055  Franklin  Avenue 

Garden  City,  L.I.,  New  York  11530 

Show  me  an  important  man 
in  business 
who  does  not  read 
FORBES  Magazine 

and  I'll  show  you  a  man  who  thinks  running  boards 
are  coming  back. 

Forbes:  capitalist  tool 


price  to  be  set  by  a  local  jury.  Chalk 
has  hinted  he  will  sell,  but  only  at  his 
price— around  $30  million— or  if  a  body 
other  than  one  composed  of  local  citi- 
zens sets  the  price.  The  issue  now 
rests  with  the  House  District  Commit- 
tee, which  alarms  local  citizens,  many 
of  whom  feel  the  Committee  is  too 
sympathetic  to  Chalk's  viewpoint. 

Rescue? 

-  Despite  this  tangle,  Chalk  is  likely 
to  come  through  with  a  fatter  shoe- 
string than  he  started  with.  For  one 
thing,  his  major  enterprises  can  scarce- 
ly be  allowed  to  go  to  pot.  In  view  of 
TCA's  financial  straits,  the  Civil  Aero- 
nautics Board  is  likely  to  approve  the 
proposed  TCA-American  merger  de- 
spite objections  from  Caribbean  com- 
petitors Eastern  and  Pan  American. 
American  is  presumably  more  inter- 
ested in  TCA's  routes,  which  provide 
an  entry  into  the  winter-vacation  mar- 
ket, than  in  its  planes,  which  are  most- 
ly Douglas  DC-8s  in  contrast  with 
American's  equipment,  which  is  pre- 
dominantly Boeing. 

CAB  approval  had  better  come 
soon.  Since  last  March  American  has 
advanced  TCA  $5  million,  in  July 
asked  the  CAB's  permission  to  put  up 
$2  million  more,  and  has  already 
agreed  to  advance  a  total  of  as  much 
as  $10  million.  To  be  sure,  the  merger 
agreement  has  a  number  of  conditions 
that  would  allow  American  to  bow 
out.  But  if  the  CAB  and  American 
stockholders  approve,  Chalk  will  end 
up  with  some  $4.3  million  worth  of 
American  stock,  plus  a  seven-year, 
$40,000  annual  consulting  fee  and  an 
agreement  by  American  Airlines  to 
forego  $6  million  of  $8  million  in 
debts  owed  to  TCA  by  TCA's  sub- 
sidiaries. The  subsidiaries,  includ.ng 
El  Diario-La  Prcnsa,  are  not  included 
in  the  deal  and  thus  would  remain  in 
Chalk's  control. 

Chalk  is  also  in  a  strong  position  in 
D.C.  Transit.  He  has  already  sold  off 
large  parts  of  the  company.  And  evrn  if 
he  has  to  take  a  smaller  price  for  what 
is  left,  he  will  probably  still  wind 
up  making  more  than  his  original 
$500,000  down  payment. 

Chalk's  slide  hasn't  been  painless,  of 
course.  Since  1965,  TCA  stock  has 
slipped  some  12  points  to  2lA,  and  D.C. 
Transit  is  down  from  6Js  to  1M  since 
it  was  spun  off  in  1968.  From  their 
highs  he  has  taken  an  over-$15-miliion 
paper  loss  in  TCA  (disregarding  the 
fact  that  much  of  his  family  holding  is 
in  Class  B  shares,  which  are  converti- 
ble in  the  more  salable  Class  A  shares) 
and  $3  million  in  D.C.  Transit.  But 
against  these  paper  losses  must  be 
put  the  solid  assets  he  will  end  up 
with  in  stock  and  real  estate.  And 
they  are  solid  indeed.   ■ 
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Mutual  Funds: 
1970 


".  . .  don't  listen  to  the  salesman  who 
tells  you  not  to  worn-  about  down 
markets  because  the  big  trend  is  up. 
Maybe  the  big  trend  is  up,  but  the 
intermediate  downs  aren't  necessar- 
ily little  ones.  And  sometimes  people 
are  forced  to  sell  during  the  downs. 
How  main  have  had  to  sell  stocks 
or  funds  this  year  because  they 
needed  money  and  couldn't  get  it 
from  the  bank?  Sure,  their  stocks 
will  go  up  again,  but  somebody  else 
will  own  them.  For  few,  if  any,  hu- 
mans is  downside  risk  a  matter  of 
no  concern." 

—Forbes  Fund  Survey,  1969 

It  was  a  vindication  we  would 
gladly  have  foregone,  but  a  solid 
vindication  all  the  same:  In  15 
years  of  surveying  mutual  funds, 
Forbes  has  warned  against  think- 
ing of  funds  as  riskless  investments. 
We've  urged  readers  to  judge 
funds,  not  just  on  their  ability  to 
make  money  in  bull  markets  but 
also  on  how  well  they  protect  mon- 
ey in  bear  markets.  For  this  reason, 
Forbes  has  long  rated  funds  on 
two  scores:  their  performance  in  up 
and  in  down  markets; 

Mutual  fund  stockholders  have 
taken  a  bad  heating  in  the  past  18 
months.  The  POBBES  stock  fund  av- 
erage is  down  38.7%  for  the  peri- 
od, while  the  S&P  500  is  off  36.1%. 
Hut  study  the  ratings  on  the  fol- 
lowing pages.  By  and  large,  those 
funds  with  a  good  FORBES  rating 
tor  down  markets  got  off  a  good 
deal  easier  than  those  with  poor 
Forbes  scores.  Those  who  bought 
mutual  funds  purely  on  their  per- 
formance in  up  markets  were  far 
more  badly  hurt  than  those  who 
took  both  factors  into  account. 

The  Price  of  Risk 

An  example:  The  Windsor  Fund 
showed  a  drop  of  29%  over  the 
1968-70  bear  market.  Channing 
Special  Fund,  meanwhile,  dropped 
66.3%— more  than  twice  as  much. 
The  Forbes  ratings  show  why: 
Windsor  rates  an  above-average  B 
in  down  markets;  Channing  Special 
rates  a  failing  F.  In  up  markets, 
Windsor  rated  a  superior  A,  Chan- 
ning an  even  better  A  + .  The  moral 
is  very  clear:  Channing  achieved  its 
slightly  better  performance  in  ris- 


Oops.'  Chasing  high-flying  stocks  in  search  of  big  short-term  gains  led 
go-go  funds  onto  dangerous  ground.  Then  the  avalanche  began  in 
late  1968.  No  fund  escaped  the  great  crash  of  1969-70,  but  the  more 
speculative  ones  suddenly  found  they  had  been   walking  on   thin   air. 


ing  markets  by  taking  a  greater  risk. 

Remember  this:  It  doesn't  do  an 

investor  much  good  to  know  that  a 

fund  did  well  between   1962  and 

1968  if  he  didn't  buy  it  until  1968. 
A  good  many  people  are  in  this  po- 
sition   (roughly    20%    of    year-end 

1969  mutual  fund  shareholders 
have  invested  since  January  1968); 
they  were  attracted  to  funds  in 
1968  and  1969  by  reports  of  spec- 
tacular performance.  They  got  in 
just  in  time  to  see  that  performance 


reverse    itself.    The    hottest   funds 
were  often  the  worst  hit. 

Take  Enterprise,  the  hot  fund 
that  built  up  nearly  $1  billion  in  as- 
sets mostly  through  buying  stocks 
of  smaller  companies.  It  made  a  lot 
of  money  for  its  early  stockholders. 
Even  today,  a  man  who  put  $1,000 
into  Enterprise  in  1962  would  have 
shares  worth  $3,600.  But  there 
weren't  very  many  of  these  lucky 
fellows.  The  great  majority— 99%  in 
fact— of    Enterprise's    shareholders 
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came  in  after  1962.  The  bulk  of 
them  have  considerable  losses. 

There  is  no  question  about  it, 
however:  Any  investor  would  have 
done  better  by  getting  out  of  funds 
entirely  than  by  sitting  with  even 
the  best  of  them  through  1969  and 
1970.  In  theory,  this  should  not  have 
been  the  case.  In  theory  a  mutual 
fund  is  a  managed  investment.  Its 
wise  managers,  seeing  a  crash  com- 
ing, should  move  entirely  into  cash 
or  short-term  bonds.  In  theory.  In 
practice,  they  almost  never  do. 

There  are  many  reasons  for  this, 
but  they  boil  down  to  this:  Being 
100%  in  cash  is  simply  not  in  the 
nature  of  the  beast.  For  one  thing, 
no  sensible  fund  manager  can  be 
that  sure  of  his  timing:  How  foolish 
he  would  look  with  all  cash  if  the 
market  suddenly  turned  around!  To 
be  sure,  commercial  paper  was 
yielding  around  9%  during  the 
crash,  Treasury  notes  8%  or  more 
and  some  stock  funds  did  find  some 
protection  by  turning  as  much  as 
40%  of  their  portfolio  into  such  cash 
equivalents.  But  this  was  no  risk- 
free  investment,  either— witness  the 
debacle  of  the  Penn  Central's  com- 
mercial  paper,   which  holders  are 


now  starting  to  write  off  as  a  loss.' 
In  addition,  many  funds  were  re- 
quired by  their  charter  to  keep  a 
certain  percentage  of  their  assets  in 
common  stocks.  Even  funds  that 
didn't  have  this  restriction  usually 
feel  they  cannot  justify  a  portfolio 
that  was  100%  cash  or  cash  equiva- 
lent when  the  shareholders  were 
being  charged  a  professional  money 
management  fee,  and  in  many  cases 
an  8.5%  sales  charge  as  well.*  For 
better  or  for  worse,  funds  are  locked 
into  the  market. 

Bemember,  then,  this  basic 
truth:  While  a  fund  can  do  better 
or  worse  than  the  stock  market,  it 
cannot  do  very  different  than  the 
stock  market.  Money  committed  to 
mutual  funds  is,  in  the  end,  money 
committed  to  common  stocks— to 
the  risks  in  common  stocks  as  well 
as  the  opportunities.  Very  consid- 
erable risks,  as  the  past  few  years 

To  adjust  the  Dollar  Results  figure  for  the  effect 
of  the  loading  charge,  simply  multiply  the  Dollar 
Result  figure  by  the  amount  of  the  loading  charge; 
move  the  decimal  point  two  places  to  the  left;  then 
subtract  the  resulting  figure  from  the  original  Dollar 
Result.  (Example:  A  fund  has  a  dollar  score  of  $250 
and  a  loading  charge  of  8%  Multiplying  8  by  250 
and  moving  the  decimal  point  two  places  to  the  left 
gives  $20.  Subtracting  $20  from  $250  leaves  $230. 
This  is  the  amount  the  investor  would  have  at  the 
end  of  the  period  had  he  bought  $100  worth,  paying 
the  standard  loading  charge.) 


T 


T 


INVESTORS  OR  TRADERS? 

i  i  i  i 

Before  1965  the  turnover  rate  for  all  mutual  funds  was  around  16%. 
Enter  the  gunslinger  in  the  mid-Sixties,  who  sacrificed  everything  to 
rapid  capital  gains.  Result:  Turnover  soared  to  nearly  50%.  In  many 
funds,  particularly  the  go-go  funds,  the  investor's  stake  came  to  de- 
pend solely  on  the  trading  acumen  of  the  portfolio  manager. 


TURNOVER  RATES 


have  shown.  Bisks  which  not  every- 
body could  or  should  bear. 
'  For  all  of  those  reasons,  in  look- 
ing back  on  the  performance  of  the 
industry  over  the  past  18  months, 
we've  felt  it  necessary  to  make  some 
downward  adjustments  in  the  rat- 
ing system. 

'  Forbes  rates  funds  in  terms  of 
how  well  they  do  in  rising  markets 
and  how  well  they  do  in  falling 
markets— not  how  they  perform 
over  some  arbitrary  chronological 
period  like  a  year.  What  we  look 
for  is  consistency  of  performance. 
We  rate  funds  on  the  basis  of  how 
they  performed  in  six  different  pe- 
riods over  the  past  decade:  three 
rising  markets  (Sept.  30,  1960  to 
Dec.  31,  1961;  June  30,  1962  to 
Feb.  9,  1966;  and  Oct.  7,  1966  to 
Nov.  29,  1968);  and  three  falling 
markets  (Dec.  31,  1961  to  June  30, 
1962;  Feb.  9,  1966  to  Oct.  7,  1966, 
and  the  current  one,  Nov.  29,  1968 
to  May  26,  1970).  To  earn  an  A 
rating  in  either  up  or  down  markets, 
a  fund  must  have  done  well  in  all 
three  periods. 

To  arrive  at  specific  ratings  we 
measure  mutual  funds  against  each 
other— not  against  some  absolute 
scale.  In  past  years  we've  awarded 
ratings  from  A  to  D.  Of  the  top  25%, 
the  better  half  got  A+  and  the  low- 
er half  got  just  A.  This  was  really 
superior  performance.  The  next  25% 
got  B  for  average  performance.  The 
remaining  50%  got  either  C  or  D 
for  below-average  performance. 

But  how  many  funds  really  de- 
served an  A  rating  for  performance 
in  the  most  recent  18-month  market 
crash?  Very,  very  few,  in  our  opin- 
ion. Certainly  not  25%  of  them. 
Moreover,  some  had  records  that 
were  not  simply  bad  but  were  in 
fact  disastrous— far  worse  than  the 
D  rating  we  gave  to  the  poorest 
25%  in  1969. 

So  this  year  we've  stiffened  the 
criteria  considerably  for  down  mar- 
ket ratings.  (The  ratings  for  up 
markets  remain  unchanged  from 
last  year,  of  course,  since  there 
hasn't  been  a  sustained  rising  mar- 
ket since  our  last  mutual  fund  sur- 
vey.) Basically,  a  fund  gets  a  B 
rating  in  down  markets  this  year 
only  if  its  average  performance  over 
the  three  declining  markets  was 
better  than  the  S&P  500-giving  ex-, 
tra  weight  to  the  recent  18-month 
crash.  If  it  did  an  outstanding  job 
in  the  crash,  it  got  an  A.  Funds 
(Continued  on  page  69) 
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DOLLAR  RESUL  TS 


In  In 

UP  DOWN 

Markets       Markets 


1962-70 


Recent 

Market     Dividend 

Decline      Return 


Annual 
Assets  Maximum    Expenses 

in  Safes       (Cents  per 

Millions  Charge         $100) 


$100  ENDED  AS..  . 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$132.82 
$146.06 


$63.94 
$61.34 


4.4% 
3.3% 


A 

F 

D 

A 

B 

C 

C 

F 

C 

B 

B 

F 

STOCK  FUNDS  (LOAD) 

Aberdeen  Fund   $136.88 

Admiralty  Funds 

(formerly  B.C.  Morton  Fund) 

Growth  Series 125.09 

Income  Series     125.73 

Insurance  Series  103.66 

Advisers  Fund     107.77 

Affiliated  Fund       131.82 

American  Express  Capital  Fund 

(formerly  Commonwealth  Capital  Fund) 157.28 

American  Express  Stock  Fund 

(formerly  Commonwealth  Stock  Fund)    141.78 

American  Growth  Fund       156.09 

American  Mutual  Fund             143.54 

American  National  Growth  Fund  166.55 
Anchor  Growth  Fund  (formerly 

Diversified  Growth  Stock  Fund)     171.87 

Associated  Fund  Trust  115.24 

Axe-Houghton  Stock  Fund 251.67 

Axe  Science  Corp.          181.52 

Bondstock  Corp.                 143.00 

Broad  Street  Investing  Corp.                  138.11 

The  Brown   Fund  of  Hawaii                   139.65 

Bullock  Fund                                        140.42 

Businessman's  Fund  (formerly  McDonnell  Fund)      .  150.09 

Capital  Investors  Growth  Fund       133.72 

Capital  Shares                     82.10 

Century  Shares  Trust        103.00 

Charming  Funds 

Common  Stock  Fund  142.01 

Growth  Fund  144.08 

Special  Fund  154.19 

The  Chase  Fund  of  Boston * 175.01 

Chemical  Fund               221.53 

The  Colonial  Fund     130.10 

Colonial  Growth  Shares 169.07 

Commerce  Fund   144.18 

Common  Stock  Fund  of  State  Bond  and 

Mortgage  Company                              203.46 

Commonwealth  Fund  Indenture  of  Trust  Plans  A  &  B  115.97 

Commonwealth  Fund  Indenture  of  Trust  Plan  C      . .  117.52 

Composite  Fund 156.00 

Consumers  Investment  Fund  162.04 

Corporate  Leaders  Trust  Fund  Certificates,  Series  "B"  98.47 
Crown  Western  Investments 

Dallas  Fund  130.52 

Diversified  Fund   133.26 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 


$59.33 


31.99 
69.62 
63.53 


30% 


0.2 
5.6 
1.7 


$     30.2 


24.6 
7.8 
3.3 


49.32 
61.60 

50.03 

59.85 


2.7 
5.4 

3.0 

4.0 


2.7 
1,307.1 

145.5 

55.1 


8.75%         $0.78 


8.75 
8.75 
8.75 


8.50 
7.50 

8.50 

8.50 


0.99 
0.99 
0.99 


0.59 
0.31 

0.67 

0.66 


58.83 
64.34 
56.05 

50.91 


2.8 
5.5 
3.3 

2.2 


11.5 

297.7 

5.8 

354.8 


8.50 
8.50 
8.50 

8.75 


1.00 
0.58 
0.98 

0.61 


62.57 
57.36 
49.59 
60.07 
68.81 


7.6 
1.8 
4.0 
4.0 
4.1 


52.6 
66.4 
38.8 
22.1 
304.0 


8.75 
8.50 
8.00 
8.50 
8.50 


0.75 
1.02 
0.76 
0.70 
0.23 


B 
C 

A  + 

A 

B 


74.02 
62.28 
52.51 
44.69 
53.03 


2.6 
4.1 
2.7 
0.9 
1.5 


4.1 

123.9 

14.4 

2.7 

42.0 


8.50 
8.67 
8.75 
8.75 
8.75 


0.88 
0.40 
0.77 
1.00 
1.00 


B 

C 

A 

A  + 


66.02 

65.45 
41.63 
33.70 


2.9 

4.2 
2.3 
1.8 


74.0 

26.1 

188.7 

85.2 


8.50 

8.50 
8.50 
8.50 


0.44 

0.74 
0.63 
0.72 


42.56 
71.65 
61.55 
52.95 
58.69 


3.2 
2.4 
5.2 
2.5 
3.5 


67  5 

437.2 

191.5 

54.0 

74.0 


8.50 
8.50 
8.50 
8.50 
8.50 


0.68 
0.39 
0.50 
0.71 
0.65 


63.87 
58.22 
61.28 
61.55 


2.1 
5.4 
5.2 
4.5 


21.4 
26.2 
42.0 
35.1 


8.00 
7.65 
7.50 
8.00 


0.86 
0.60 
0.74 
0.75 


45.88 
69.19 

37.52 
57.18 


1.2 
5.0 

2.5 
2.8 


7.2 
51.3 

7.2 
14.9 


8.50 
7.64 

8.50 
8.50 


0.75 
0.18 

1.00 
1.00 


WHAT  THE 
RATINGS  MEAN 


FORBES  rates  mutual  funds  on  the  basis  on  their  performance  in  three  rising  markets 
and  three  falling  markets.  We  rate  funds  against  each  other  rather  than  on  an  abso- 
lute scale.  In  up  markets  the  top  12.5%  get  an  A+;  the  next  12.5%  get  A,  the  next 
25%  get  B;  the  next  25%  get  C;  the  lowest  25%  get  D.  In  down  markets,  reflecting 
the  poor  performance  in  the  recent  crash,  we  also  give  F  ratings.  As  a  result,  a  fund 
gets  a.  B  rating  in  down  markets  only  if  its  average  performance  over  three  down 
markets  was  better  than  the  SAP's  500.  Funds  that  did  an  outstanding  job  in  the  re- 
cent crash  got  an  A.  Those  that  didn't  beat  the  averages  at  all  got  a  C,  D,  or  F  depend- 
ing on  how  poorly  they  fared,  giving  particular  weight  to  the  most  recent  down  market. 
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DOLLAR  RESUL  TS 


In  In 

UP  DOWN 

Markets       Markets 


Recent  Assets 

Market       Dividend  in 

1962-70        Decline        Return  Millions 


Annual 
Maximum    Expenses 
Sales       (Cents  per 
Charge         $100) 


$100  ENDED  AS 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$132.82 
$146.06 


$63.94 
$61.34 


•4.40/0 
3.3% 


STOCK  FUNDS  (LOAD) 


D 

B 
D 
B 
C 

Decatur  Income  Fund  

$155.46 
19361 
138.73 
177.45 

$67.74 
58.81 
68.84 
60.29 

5-8% 
4.0 
3.9 
3.4 

$     89.0 

365.3 

298.1 

1,812.1 

8.500/o 
8.50 
8.67 
8.75 

$0.72 
0  64 

A 

Delaware  Fund   

D 

Dividend  Shares         

0  46 

A 

Dreyfus  Fund   

0.56 

C 

C 
F 
C 
F 
F 

Eaton  &  Howard  Stock  Fund  

126.51 
360.10 
137.04 
81.10 
175.34 

59.30 
42.53 
62.01 
51.70 
41.97 

37 

none 

4.5 

3.8 

0.7 

176.7 
406.4 

34.2 
1.2 

39.0 

8.50 
8.50 
8.50 
8.00 
8.50 

0  57 

•A 

Enterprise  Fund 

0  99 

B 

Equity  Fund       

0  63 

c 

F-D  Capital  (formerly  Hanover  Fund)  

2  90 

A 

Fairfield  Fund  

0.76 

B 

B 

C 
B 

D 
D 

Federated  Growth  Fund 

163  98 
217.63 
172.02 
224.98 
138.79 

65.82 
59.49 
66.54 
56.66 
57.71 

2.6 
4.1 
4.3 
3.4 
3.8 

12.8 
483.0 
674.4 
814.8 
254.6 

8.50 
8.50 
8.50 
8.50 
8.50 

094 

A 
B 

Fidelity  Capital  Fund  

Fidelity  Fund            

0.53 
0  48 

A  + 

Fidelity  Trend  Fund 

0.50 

B 

Financial  Industrial  Fund  

0.66 

D 

B 
D 
B 
F 
C 

First  Investors  Fund  

122.22 
132.06 
176  21 
137.32 
135.18 

63.20 
60.96 
61.94 
52.56 
62.92 

3.7 
2.9 
3.3 
none 
3.8 

25.4 

7.6 

17.2 

6.4 

153.3 

8.75 
8.50 
8.80 
8.50 
8.50 

0.65 

B 

First  National  Fund     

0.78 

A 

First  Sierra  Fund       

0.82 

C 

Florida  Growth  Fund     

0.84 

C 

Founders  Mutual  Fund  

0.39 

•B 

•F 

C 
B 
F 

Foursquare  Fund     

133.43 

159.26 

95.86 

132.25 

56.08 

65.02 
68.46 
55.38 

3.8 

1.6 
4.6 
2.0 

8.8 

9.8 

17.0 
59.0 

8.50 

8.75 
8.77 
8.75 

1.00 

B 

Franklin  Custodian  Funds 
Common  Stock  Series  Shares 

0.85 

D 

Utilities  Series    

0.89 

B 

Fund  of  America     

0.77 

B 

B 
D 

D 

F 

B 

•F 

Fundamental  Investors  

Group  Securities 

Apex  Fund  (formerly  Aerospace-Science  Fund)   . 

Common  Stock  Fund                     

131.69 

142.39 
127.82 

59.11 

52.08 
67.97 
51.58 

3.6 

1.9 
5.1 

2.0 

873.5 

14.9 

254.9 

51.5 

8.75 

8.50 
8.50 
8.50 

0.49 

0.75 
0.72 

•A 

Gryphon  Fund  (offered  publicly  4/63) 

0.73 

C 

F 
C 

C 

Hamilton  Funds  Series  H-DA  

107.73 
137.74 

123.19 

55.37 
58.85 
40.38 

83.17 

5.5 
7.0 

none 

1.2 

473.1 

97.4 

1.6 

2.2 

8.50 
8.50 
8.50 

8.75 

0.62 

c 

Harbor  Fund                         

0.82 

_ 

The  Heritage  Fundf                             

4.60 

B 

ICM  Financial  Fund  (formerly  Insurance  & 
Bank  Stock  Fund) 

1.00 

B 

C 
D 

C 
C 

Imperial  Capital  Fund              

150.99 

105.45 
185.05 
138.79 

66.04 

40.42 
63.12 
65.70 

2.8 

4.0 
4.3 
3.3 

27.5 

6.2 

897.5 

66.0 

8.50 

7.50 
8.50 
8.50 

0.79 

C 

A 

Integon  Growth  Fund 

(formerly  Security  Diversified  Shares)   

The  Investment  Co.  of  America              

0.60 
0.48 

D 

Investment  Trust  of  Boston        

0.60 

A 

C 
C 
F 
D 

Investors  Research  Fund    

247.08 

114.65 

133.60 

86.60 

69.08 
60.26 
53.51 
57.32 

3.2 
3.3 
2.8 
2.0 

4.4 

1.7 

716.7 

516.4 

8.50 
8.00 
8.00 
8.85 

1.00 

D 

Investors  Stock  Fund 

0.30 

A 

Investors  Variable  Payment  Fund 

0.34 

B 

ISI  Trust  Fund 

0.57 

j — 

"Transferee!  from  balanced  section  in  1970;  would  have  ranked  A+,  D  as  a  balanced  fund. 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A.       tChanged  investment  policy  in  1967;  not  ranked 
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Annua/  expenses  include  management  fees  and  operating  expenses  as  a  percentage 

of  average  net  assets. 

Only  funds  in  existence  for  at  least  six  of  the  measured  periods  are  given  a  FORBES 

performance  rating.  All  capital  gains  distributions  have  been  reinvested,  but  income 

dividends  have  not.  All  ratings  are  based  on  investments  at  net  asset  value  and  do  not 

allow  tor  sales  charges. 

In  Dollar  Results  section,  the  1962-70  period  covers  the  period  from  June  30,  1962 

to  June  30,  1970;  the  recent  market  decline  covers  the  period  from  November  29, 

1968  to  May  26,  1970.  Dividend  Return  is  based  on  June  30,  1970  net  asset  value 

and  the  income  payout  for  the  preceding  12-month  period. 


FORBES.   AUGUST   15,    1970 


PERFORMANCE 
RA  TINGS 


^Forbes  ■—— 
Fund  Ratings 
1970 


DOLLAR  RESULTS 


In  In 

UP  DOWN 

Markets       Markets 


1962-70 


Recent 

Market     Dividend 

Decline      Return 


Annual 
Assets  Maximum    Expenses 

in  Sales       (Cents  per 

Millions  Charge         $100) 


$100  ENDED  AS  . . 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$132.82 
$146.06 


$63.94 
$61.34 


4.4% 
3.3% 


STOCK  FUNDS  (LOAD) 

C                C           Istel  Fund     $171.27  $56.98  2.7%          $     87.4  3.00% 

A+             C           Ivest  Fund  275.99  59.92  1.3                  225.3  8.50 

Keystone  Custodian  Funds 

«                 D               K-2                                152.99  58.07  2.6                  223.8  8.30 

D                B               S-l  .".".'. 13154  64.76  3.4 41.9  8.30 

C                r               S-2                133.52  61.39  5.0                   103.6  8.30 

A                D               S-3 191.50  56.79  2.6                   132.5  8.30 

A+              F               s-4                                       167.56  43.02  0.9                   404.8  8.30 

B                C           The  Knickerbocker  Fund     143.77  60.96  4.1                      9.9  8.70 

A+             F           Knickerbocker  Growth  Fund  205.24  48.51  1.3 7.0  8.70 

B                C           Lexington  Research  Fund  164.29  59.80  1.0                    88.6  8.50 

B                 F            Liberty  Fund     11495  55.34  5.8                     10.4  8.50 

C                C           Life  &  Growth  Stock  Fund  90.18  68.73  1.5                     8.0  8.50 

C                D           Life  Insurance  Investors     92.09  62.90  1.7                    62.4  8.50 

D  A           Magna  Income  Trust  cn 

(formerly  Lexington  Income  Trust)  105.37  70.75  6.7 4.8  8.50 

D                B           Horace  Mann  Fund 11582  67.60  2.5                    11.0  4.00 

B                C           Massachusetts  Investors  Growth  Stock  Fund 166.64  64.50  2.1                  914.8  8.5U 

D                B           Massachusetts  Investors  Trust  Fund  134.14  67.50  4.0               1,702.1  8.50 

B                0           Mid  America  Mutual  Fund 130.45  58.40  2.8 13.9  8.50 

~~Z            Z           Moody's  Capital  Fund'  12195  53.53  2.4                   29.0  8.50 

Mutual  Investing  Foundation 

D                B                MIFFund                          141-57  65  48  5.7                   138.9  /.bU 

•  B                 0                MIF  Growth  Fund               137.89  58.18  3.2                     15.9  7.50 

A                F           Mutual  Securities  Fund  of  Boston 178.33  37.57  2.0 LI Bau 

B~~        ~C           National  Investors  Corp 181.66  66.96  2.4                  592.0  8.50 

National  Securities  '  „ne  0  Q  „ 

A                D              Growth  Stock  Series 186.29  61.46  3.6                 206.9  8.50 

D               B              Stock  Series                             130.01  62.10  5.5                 270.1  8.50 

-       1    NevSnSt  •;:::::::::: 159.07  64.54  2.1         13.3  8.5o 

~0~       ~D           Old  Dominion  Investors' Trust  ....! 117.02  58.80  7.9                     2.7  1.00 

A+             D            OppEnheimer  Fund               239.36  59.53  1.5                   279.1  8.50 

A                A           Over-the-Counter  Securities  Fund   251.64  78.80  2.2                      4.0  8.00 

I  5     aaag!^.::::::::::::::::::::::  522  SS  H         ^i  5f5 

"i  J     fKar1-  ■:::::::::::::::::::::  jgS  S£~  S         4?  S 

A                5           Pulnam  Growth  Fund         ::::: 169-14  61.01  3.7                  554.7  8.50 

~D~       T       Putnam  investors  Fund M^T  66.77  2.2                  236.1  8.50 

Ac+      ff     tSSXff nology  Fund :::::::::  iSS  S5S  £L        iS  IS 

~            ~           "ag"0"^ -  51.83  4.8                   94.3  8.50 

"rT        1           Security  investment  Fund j^oT  67.22  6.3                    14.7  8.50 

B               B           Selected  American  Shares 159.87  67.79  3.1                   //b.O  /.au 

C                D           Shareholders'  Trust  of  Boston   26.95  56.17  5.5                    88.1  8.50 

C                B           Sigma  Investment  Shares 137.46  62.70  4.1 37.8  8-b0 

l»               B           Southwestern  Investors 143.45  63.32  5.1                    20.7  7.50 

D               B           Sovereign  Investors... 127.74  70.45  4.4                      5.1  8.67 

B                C           State  Street  Investment  Corp 157.19  61.62  2.6                  J05.J  T 

A+             F           Steadman  American  Industry  Fund 136.74  43.94  none 7.7  8.75 

•  FnnH  ratPri  for  two  Deriods  only  maximum  allowable  rating  A.  'Changed  management  in  1967;  not  ranked. 

••Information  pftof  to  1964  not  available;  not  ranked.        tFund  no  longer  selling  new  shares;  ex.stmg  shares  traded  over-the-counter. 

ttChanged  investment  policy  in  1963;  not  ranked. 
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$0.74 
0.68 

0.52 
0.52 


0.52 
0.52 
0.52 
1.00 
0.99 


0.77 
0.97 
1.01 
0.59 

1.00 


0.79 
0.32 
0.20 
0.91 


1.00 

0.58 
0.75 
0.97 


0.23 

0.62 
0.60 
0.75 


0.85 
0.40 
1.38 
0.87 
0.76 


1.00 
0.65 
1.64 
0.46 
0.52 


0.57 
1.00 
1.40 

0.66 


0.70 
0.61 
0.69 
0.76 


0.64 
0.90 
0.48 
0.99 
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PERFORMANCE 
RATINGS 


Forbes^^mmm 
Fund  Ratings 

1970 


DOLLAR  RESULTS 


In  In 

UP  DOWN 

Markets      Markets 


1962-70 


Recent 

Market     Dividend 

Decline      Return 


Annual 
Assets         Maximum    Expenses 
in  Safes       (Cents  per 

Millions  Charge         $100) 


$100  ENDED  AS 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$132.82 
$146.06 


$63.94 
$61.34 


4.4o/0 
3.3% 


8.75% 
8.75 
8.00 
8.25 


$0.83 
0.76 
0.89 
0.54 


STOCK  FUNDS  (LOAD) 

B  D           Steadman  Fiduciary  Investment  Fund  $131.66  $58.85  3.4%  $9.0 

B  F           Steadman  Science  &  Growth  Fund  107.68  38.56  2.0  27.0 

D  C           Supervised  Shares 114.04  60.20  4.3  5.3 

B  D           Technology  Fund  162.29  62.09  3.5  495.8 

Twentieth  Century  Investors 

A+  F               Growth  Investors 136.28  38.47  0.6  8.0  8.75              1.01 

C  D              Income  Investors   124.40  57.08  6.7  1.5  8.75             1.02 

United  Funds 

D  D              Accumulative  113.50  56.92  none  903.9  8.75             0.39 

C  C               Income    137.62  6213  3.6  615.0  8.75             0.39 

B  F               Science    145.72  54.38  2.9  316.7  8.75             0.40 

A  F           The  Value  Line  Fund 181.13  46.78  2.7  43.3  8.75 

D  C           The  Value  Line  Income  Fund  117.60  58.75  6.8  67.2  8.75 

A+  F           The  Value  Line  Special  Situations  Fund 190.96  34.62  0.9  137.1  8.75 

A  F           Vanderbilt  Mutual  Fund  178.94  46.53  2.6  12.9  8.50 

•C  B           Varied  Industry  Plan 125.61  61.70  4.4  8.8  8.00 

A  F           Venture  Securities 112.70  46.32  none  1.1  8.50             2.60 

B  D           Viking  Growth  Fund   148.94  59.94  1.6  1.9  8.00              1.00 

D  B           Wall  Street  Investing  Corp 125.35  66.73  3.8  13.6  8.50             0.65 

C  B           Washington  Mutual  Investors  Fund  147.68  65.29  5.0  225.8  8.50             0.68 

A+  F           Western  Industrial  Shares  161.25  40.82  none  5.4  8.50 

A  B           Windsor  Fund   213.60  71.00  3.2  306.7  8.50 

A+  F           Winfield  Growth  Fund  193.42  41.97  0.6  108.8  8.50 

C  A           Wisconsin  Fund  150.31  71.50  3.7  26.0  8.50 


0.73 
0.75 
1.00 
1.00 
1.02 


0.50 
0.76 
0.62 
0.66 


C 

A  + 
■B 
C 
A 


STOCK  FUNDS  (NO-LOAD) 

Leon  B.  Allen  Fund 186.94  69.44  none 

American  Investors  Fund  193.75  35.63  0  9 

David  L.  Babson  Investment  Fund 174.38  71.07  2.2 

Concord  Fund   114.29  42.09  4.4 

de  Vegh  Mutual  Fund   186.50  61.72  3.7 

Drexel  Equity  Fund  235.54  51.78  2.2 

Energy  Fund   167.23  60.60  3.7 

General  Securities 165.67  63.80  3.5 

Growth  Industry  Shares 136.80  63.45  2.6 

Guardian  Mutual  Fund  149.63  64  37  3.7 

Hedberg  &  Gordon  Fund  187.32  57.78  2.8 

Ivy  Fund   224.37  45.04  3.5 

The  Johnston  Mutual  Fund 182.86  66.98  1.9 

Loomis-Sayles  Capital  Development  Fund  167.66  55.09  2.6 

Mairs  &  Power  Growth  Fund  180.55  62.51  2.0 

Mutual  Shares 177.21  55.81  2.1 

Mutual  Trust 95.46  57.03  7.8 

Nassau  Fund  112.79  61.89  3.7 

National  Industries  Fund  156.32  50.24  2.4 

Nelson  Fund                123.40  67.19  1.8 

The  One  William  Street  Fund  139.44  63.20  2.5 

Penn  Square  Mutual  Fund 183.14  62.51  4.6 

Pine  Street  Fund     133.29  69.64  5.0 

Rittenhouse  Fund     Refused  to  supply  information 

T.  Rowe  Price  Growth  Stock  Fund  .  176.89  67.90  2.2 

•  Fund  rated  for  two  periods  only,  maximum  allowable  rating  A. 
•Entrance  fee. 


2.1 

179.1 

28.7 

1.9 

51.9 


1.00s 

none 

none 

none 

none 


1.43 
0.86 
087 
1.00 
0.53 


40.7 

110.4 

5.5 

31.3 

41.2 


none 
none 
none 
none 
none 


0.80 
0.84 
1.00 
0.51 
0.79 


10.6 

44.8 

116.2 

45.3 

5.5 


none 
none 
none 
none 
none 


0.96 
0.92 
0.72 
0.77 
0.69 
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PERFORMANCE 
RATINGS 


Forbes 

Fund  Ratings 
1970 


DOLLAR  RESULTS 


In  In 

UP  DOWN 

Markets       Markets 


1962-70 


Recent 

Market     Dividend 

Decline      Return 


Annual 
Assets         Maximum    Expenses 
in  Sales       (Cents  per 

Millions  Charge         $100) 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


$100  ENDED   AS 

$132.82  $63.94 

$146.06  $61.34 

$109.77  $67.18 


STOCK  FUNDS  (NO-LOAD) 

Rowe  Price  New  Horizons  Fund  $294.78 

Scudder  Special  Fund  (offered  publicly  5/66) 227.17 

Scudder  Stevens  &  Clark  Balanced  Fund 102.22 

Scudder  Stevens  &  Clark  Common  Stock  Fund 112.38 

Stein  Roe  &  Farnham  Stock  Fund  147.77 

Variable  Stock  Fund  151.34 

CLOSED-END  INVESTMENT  COMPANIES 

Abacus  Fund     178.56 

Adams  Express   151.93 

American  South  African  Investment  Co 153.95 

Carriers  &  General  Corp 132.42 

Central  Securities  154.98 

Consolidated  Investment  Trust 130.99 

Dominick  Fund   143.27 

Eurofund  International   80.39 

General  American  Investors 187.37 

International  Holdings   133.66 

Japan  Fund  (started  4/62)  339.19 

The  Lehman  Corp 167.31 

Madison  Fund              161.26 

National  Aviation     177.30 

Niagara  Share  Corp 175.66 

Petroleum  Corp.  of  America  156.19 

Standard  Shares  211.51 

Surveyor  Fund     117.50 

Tri-Continental  Corp 144.89 

The  United  Corp 155.96 

U.S.  &  Foreign  Securities 129.18 

FUNDS  FOR  INVESTING  ABROAD 

Boston  Common  Stock  Fund 132.26 

Canadian  Fund  145.93 

International  Investors  127.88 

Loomis-Sayles  Canadian  &  International  Fund  —  171.88 

Scudder  International  Investments  137.93 

Stein  Roe  &  Farnham  Capital  Opportunities  Fund  . .  109.86 

Templeton  Growth  Fund  251.43 

Transatlantic  Fund   164.63 

United  Funds  Canada-International 

BALANCED  FUNDS  (LOAD) 

American  Business  Shares 115.83 

American  Express  Income  Fund 

(formerly  Commonwealth  Income  Fund) 110.12 

American  Express  Investment  Co. 

(formerly  Commonwealth  Investment  Co.) 112.99 

Anchor  Income  Fund  (formerly 

Diversified  Investment  Fund)   108.65 

Axe-Houghton  Fund  A 159.62 

Axe-Houghton  Fund  B 116.96 

Boston  Foundation  Fund 

(formerly  Income  Foundation  Fund)   118.14 

Boston  Fund   95.68 

Channing  Funds 

Balanced  Fund   126.39 

Income  Fund    141.33 

tFund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 
N.A.— Not  available. 


$55.02 
58.86 
69.39 
59.51 
60.65 
71.20 


4.40/0 
3.3o/0 
5.OO/0 


I.20/0 

2.9 

4.0 

3.0 

2.5 

2.5 


$113.7 

148.4 

70.5 

108.5 

96.9 

2.3 


none% 

none 

none 

none 

none 

none 


$0.69 
0.64 
0.63 
0.62 
0.55 
0.87 


A 
C 
D 
D 

A  + 


70.40 
70.43 
87.05 
78.85 
51.66 


none 

4.4 

2.4 

3.6 

4.6 


47.9 
142.3 
70.1 
16.4 
46.1 


Where 
Traded 

NYSE 
NYSE 
NYSE 
NYSE 
ASE 


1.00 
0.50 
1.08 
0.72 
0.60 


D 
A 
D 

A  + 
D 


C 

C 

A  + 

C 

A 


63.03 
59.23 
90.14 
64.81 
70.35 


4.0 
2.4 
1.9 
2.5 
3.3 


58.2 
46.8 
30.7 
82.4 
74.4 


O-T-C 

NYSE 
NYSE 
NYSE 
NYSE 


0.15 
0.42 
2.40 
0.70 
0.85 


145.09 
64.80 
60.08 
68.12 
71.36 


2.5 
2.7 
4.7 
6.2 
2.3 


60.9 

365.1 

235.4 

86.5 

77.0 


NYSE 
NYSE 
NYSE 
NYSE 
NYSE 


0.82 
0.30 
0.52 
0.44 
0.49 


B 
A 
C 
B 

A  + 
B 


67.66 
73.09 
58.54 
67.66 
98.19 
66.08 


5.2 
1.3 
4.8 
4.1 
6.5 
3.7 


57.7 
65.8 
101.2 
484.4 
125.9 
109.8 


NYSE 
ASE 
NYSE 
NYSE 
NYSE 
NYSE 


0.30 
0.45 
0.47 
0.21 
0.48 
0.71 


74.18 
64.83 
67.29 


5.5 
6.1 
5.1 


A  + 

F 

A  + 

F 

B 

F 

D 

C 

B 

C 

B 

B 

62.77 
51.06 
56.33 

64.09 


5.6 
4.1 
6.0 

7.2 


69.41 


4.7 


23.0 
109.0 
136.1 


115.1 

49.9 

198.6 

34.1 


206.5 


7.50 
8.50 
8.50 


8.75 
8.00 
8.00 

8.50 


8.50 


0.84 
0.61 
0.62 


0.65 
0.89 
0.69 

0.92 


0.62 


68.73 

4.4 

83.4 

8.50 

0.66 

70.94 

6.0 

60.1 

8.50 

0.69 
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Our  London  branch 
is  bigger  than  99%  of 
American  banks. 

And  you  never  even 
heard  of  us. 


Marine  Midland  has  a  bank  in  London 
right  across  the  street  from  the  Bank 
of  England.  It  has  more  than  five  hundred 
million  dollars  in  deposits. 

Our  London  branch  can  do  a  lot  of 
things  for  our  American  customers.  It  can 
arrange  Eurocurrency  transactions.  It  can 
handle  deposit  accounts  in  sterling  or 
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dollars  or  other  currencies.  And  it  can  help 
you  do  business  in  England  and  all  over 
the  continent. 

Marine  Midland  can  also  help  you  do 
business  in  France,  Germany,  Hong  Kong, 
Japan,  Mexico,  Spain  and  Turkey.  Because 
Marine  Midland  is  in  every  one  of  those 
places. 

And  you  never  even  heard  of  us.  © 

Marine  Midland  Banks, 
We're  not  famous. 


Just  big. 


FORBES,    AUGUST    15,    1970 


57 


PERFORMANCE 
RATINGS 


Forbes—^— 
Fund  Ratings 
1970 


DOLLAR  RESULTS 


In  In 

UP  DOWN 

Markets      Markets 


1962-70 


Annual 
Recent  Assets  Maximum    Expenses 

Market     Dividend.  in  Sales       (Cents  pet 

Decline      Return  Millions  Charge         $100) 


—  —  Standard  &  Poor's  500  Stock  Average 

B  C  FORBES  Stock  Fund  Average 

C  D  FORBES  Balanced  Fund  Average 


$100  ENDED  AS.... 

$132.82  $63.94        4.4% 

$146.06  $61.34         3.3% 

$109.77         $67.18        5.0% 


BALANCED  FUNDS  (LOAD) 

A               D           Composite  Bond  &  Stock  Fund  $121.68 

D               C           Eaton  &  Howard  Balanced  Fund  100.66 

C               D           Eaton  &  Howard  Income  Fund  105.85 

A+             F           Financial  Industrial  Income  Fundf 178.90 

Franklin  Custodian  Funds — Income  Series  Shares  97.13 
Group  Securities — Balanced  Fund 

(formerly  Fully  Administered  Fund) 114.60 

Income  Fund  of  Boston  103.01 

Investors  Mutual     99.75 

Keystone  Custodian  Funds— K-l  99.98 

Massachusetts  Fund  116.13 

National  Securities 

Balanced  Series 106.58 

Dividend  Series 141.68 

Income  Series  107.30 

D               A           Nation-Wide  Securities  Co 112.66 

A+             F           Provident  Fund  for  Income 144.11 

B               C           The  George  Putnam  Fund  of  Boston  125.87 

D                F           Putnam  Income  Fundft  91.83 

D  D  Sigma  Trust  (formerly  New 

England  Fund) 91.97 

D               C          Wellington  Fund  94.94 

B               B           Whitehall  Fund  125.60 


$67.01 
68.29 
65.54 
60.36 


5.5% 
5.4 
6.4 
5.4 


$10.9 

135.7 

15.1 

83.1 


8.00% 
8.50 
8.50 
8.50 


$0.79 
0.59 
0.74 
0.73 


65.79 

77.51 
72.57 
71.24 


8.1 

5.9 
7.4 
4.9 


3.8 

16.4 

34.4 
2,278.3 


8.75 

8.50 
8.75 
8.00 


0.94 

0.94 
0.85 
0.30 


68.37 

7.2 

92.7 

8.30 

0.52 

63.43 

4.4 

156.9 

8.75 

0.57 

66.67 

5.4 

3.4 

8.50 

0.69 

63.49 

6.8 

79.6 

8.50 

0.65 

69.80 

6.9 

67.2 

8.50 

0.66 

74.23 

5.5 

67.4 

7.50 

0.45 

60.77 

7.8 

698 

8.50 

0.80 

69.93 

4.3 

342.3 

8.50 

0.46 

64.45 

7.0 

115.7 

8.50 

0.50 

62.04 

5.4 

15.0 

8.50 

0.73 

68.60 

4.8 

1,151.8 

8.50 

0.44 

69.28 

4.2 

14.0 

8.50 

0.46 

BALANCED  FUNDS  (NO-LOAD) 

A               D           Dodge  &  Cox  Balanced  Fund  129.19 

D           Loomis-Sayles  Mutual  Fund  114.92 

A           Northeast  Investors  Trust 100.34 

C               B           Prudential  Fund  of  Boston 104.61 

B               F           Stein  Roe  &  Farnham  Balanced  Fund  123.77 


69.20 

4.5 

11.7 

none 

0.68 

67.12 

4.5 

126.0 

none 

0.61 

79.14 

7.5 

349 

none 

067 

70.76 

3.9 

2.0 

none 

0.75 

64.79 

4.0 

126.6 

none 

0.52 

Not 

Rated 


BONDS  &  PREFERRED  STOCK  FUNDS 

Atlantic  Fund  for  Investment  in  U.S. 

Government  Securities  102.81  100.90  6.0  5.9  none  N.A. 

Investors  Selective  Fund 86.38  92  90  6.5  31.3  7.00  0.53 

Keystone  Custodian  Funds 

B-l    72.37  88.42  7  9  9.2  4.15  0.27 

B-2 85.52  83.33  8.0  7.2  8.30  0.52 

B-4 96.71  79.34  8.7  108.0  8.30  0.52 


National  Securities 
Bond  Series     

93.43 

75.86 
68.73 

6.8 
6.8 

3.4 
4.5 

8.50 
8.50 

0.75 

Preferred  Stock  Series  

88.64 

0.64 

Rated  EXCHANGE  FUNDS 

Capital  Exchange  Fund  (started  3/66)  

Congress  Street  Fund  

Second  Congress  Street  Fund  (started  6/64) 

Constitution  Exchange  Fund  (started  4/66) 

Depositors  Fund  o,'  Boston  (started  4/65) 

•(Transferred  from  stock  section  in  1970;  would  have  ranked  B.  C  as  a  stock  fund. 
N.A.  Not  available. 


64.12 

2.4 

77.6 

67.93 

1.8 

34.2 

61.64 

1.5 

25.3 

54.39 

16 

17.4 

62.87 

2.3 

65.7 

0.57 
0.57 
0.57 
0.66 
0.57 


tfTransterred  from  stock  section  in  1970;  would  have  ranked  D.  B  as  a  stock  fund. 
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list  year,  Nicky  K.,age  three,  drank  a  bottle  of  furniture  polish, 
^telephone  number  saved  his  life. 


The  poisoning  took  place 
i  Tyringham,  Mass. 

The  number  belonged  to 
■poison  control  center  135 
]  iles  away. 

But  what  if  Nicky's  par- 
lits  didn't  know  it  existed? 

What  if  they  had  to  waste 
ijecious  minutes  frantically 
!  arching  through  phone 
1>oks  before  they  could  even 
:  tempt  to  reach  it? 

And  what  if  they  needed 


something  more  than  advice 
over  the  telephone —like  a  doc- 
tor or  ambulance? 

At  Metropolitan  Life,  we 
are  working  to  keep  all  those 
"what  if's"  from  becoming 
"ifonlyV.' 

In  many  communities, 
we're  distributing  emergency 
kits  with  lists  of  numbers  that 
can  make  the  difference  be- 
tween life  and  death. 

It's  part  of  a  44-year-long 


effort  on  our  part  to  show 
people  how  to  avoid  emergen- 
cies, and  how  to  handle  those 
that  are  unavoidable. 

Because  accidents  will 
happen. 

And  when  they  do,  what 
people  don't  know  can  hurt 
them. 

^p  Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 


A    > 


- 

"Crane  had  to  find 

•"    a  way  to  clarify/purify 

12  million  gallons  of 

\  Cake  Memphremagoc; 

a  day 


The  Solution: 


A  microstraining8/  ozonation  system.  One  of  the  first  installations 
of  its  kind  in  North  America. 

This  system  was  engineered  to  provide  12  million  gallons  of 
pure  water  per  day  for  Sherbrooke,  Quebec's  80,000  people  and 
hundred  or  so  important  industries.  Here's  how  it  operates: 

Lake  Memphremagog  water  is  run  through  three  M ic rostra in- 
ers,  or  rotary  drum  filters  (each  10' x  10')  covered  with  fine  screen- 
ing (to  165,000  apertures  per  sq.  in.).  Filtered  out  algae,  tiny  fish 
and  suspended  solids  are  back-washed  away  by  high  pressure 
spray  nozzles. 

Then,  air  containing  ozone  (03  produced  by  "activating"  oxygen 
in  the  air  with  electricity)  is  bubbled  through  the  filtered  water. 
Leaves  it  safe  to  drink,  color  free,  odor  free,  and  delicious. 

Crane:  100  years  of  experience  in  water  treatment  systems. 
Makers  of  valves,  pumps,  fittings,  aircraft  and  aerospace  prod- 
ucts, plumbing  and  heating  equipment,  steel  and  wire  products. 
Crane  Co.,  300  Park  Avenue,  New  York,  N.  Y.  10022. 


If  it  flows: 


CRANE 


CRANE  CAPABILITIES  IN 
THE  ENVIRONMENTAL 
CONTROLS  AREA 

WATER  SUPPLY  TREATMENT 

Microstraining 
Softening 
Clarification 
Sand  Filtration 
In-Depth  Filtration 
Ion  Exchange 
Iron  Removal 
Sterilization 
Degassification 

INDUSTRIAL  TREATMENT 

Microstraining 

Sand  Filtration 

Mixed  Media  Filtration 

Clarification 

Activated  Carbon  Filtration 

Ion  Exchange 

Solids  Handling  Pumps 

Deep  Bed  Filtration 

Aeration 

Acid  Neutralization 

SEWAGE  TREATMENT 

Microstraining 

Sand  Filtration 

Mixed  Media  Filtration 

Clarification 

Ozonation 

Activated  Carbon  Filtration 

Ion  Exchange 

Solids  Handling  Pumps 

AIR  POLLUTION 

Ozonation 
Wet  Scrubbing 

THERMAL  POLLUTION 

Heat  Exchangers 

NOISE  ABATEMENT 

Exhaust  Heads 

GENERAL 

Control  Systems 


i 


i 


You've  gotta  believe  it. 

But  bad  is  a  relative  word.  How  high  is  up?  How  low  is 
down? 

We've  been  telling  "up" stories  about  FORBES  for  a 
number  of  years  now.  And  with  the  kind  of  year  1970  is 
shaping  up  to  be,  we  have  been  more  than  apprehensive  about 
the  statistics. 

The  Publishers'  Information  Bureau  has  just  released  the 
competitive  data  on  the  first  half  of  1970,  and  while  the  results 
are  not  overwhelming,  we  have  a  lot  to  be  grateful  for  when 
compared  with  the  other  business  and  news  magazines. 

ADVERTISING  REVENUES  Jan.-June,  1970  vs.  Jan.-June,  19G9 


# 

FORBES 

+  $286,441 

i  1 

Scientific  American 

+  $88,071 

■ 

Nation's  Business 

+  $47,018 

Ups 

Harvard  Business  Review 

+  $15,568 

i  Downs 

Business  Management 

-  $2,741 

i     | 

Dun's  Review 

-  $22,915 

i     1 

Business  Week 

-  $644,105 

1     * 

Newsweek 

-  $684,385 

1 

U.S.  News 

-$1,137,075  I 

■ 

Fortune 

-$1,607,597  I 

▼ 

Time 

-$2,522,098  i 

Source:  Publishers'  Information  Bureau 


How  high  is  up?  It  isn't  down.  We  thought  you'd  like  to 
know  that  FORBES  isn't  down  either.     Forbes:  capitalist  tool 


PERFORMANCE 
'RATINGS 


Forbes——* 
Fund  Ratings 

1970 


DOLLAR  RESULTS 


In  In 

UP  DOWN 

Markets       Markets 


1962-70 


Recent 

Market     Dividend 

Decline      Return 


$100  ENDED  AS 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$132.82 

$146.06 


$63.94 
$61.34 


4.4% 
3.3% 


Annual 
Assets  Maximum    Expenses 

in  Sales       (Cents  per 

Millions  Charge  $100) 


Not 

Rated 


EXCHANGE  FUNDS 

Devonshire  Street  Fund 

Diversification  Fund   

Empire  Fund  

Second  Empire  Fund  (started  3/65)  

Third  Empire  Fund  (started  4/66)  

Fourth  Empire  Fund  (started  9/66)   

Fifth  Empire  Fund  (started  3/67)  

Sixth  Empire  Fund  (started  6/67)  

Exchange  Fund  of  Boston  (started  9/63) 

Exeter  Fund  (started  5/66)     

Exeter  Second  Fund  (started  3/67)  

Exeter  Third  Fund  (started  6/67)     

Federal  Street  Fund  

Second  Federal  Street  Fund  (started  5/66) 

Fiduciary  Exchange  Fund  (started  3/67) 

Second  Fiduciary  Exchange  Fund  (started  6/67) 

General  Exchange  Fund  (started  8/65)  

Industries  Exchange  Fund  (started  6/67) 

Investors  Capital  Exchange   

Ohio  Capital  Exchange  Fund 


$58.64 
71.32 
65.02 
61.46 
51.08 


2.7% 

2.4 

4.0 

3.9 

3.3 


17.3 
71.1 
38.7 
10.3 
4.1 


-%  $0.62 
0.57 
0.72 
1.08 
0.98 


68.28 
66.69 
69.96 
64.93 
55.84 


3.6 
3.0 
3.4 
2.3 
2.1 


17.0 
11.3 
17.7 
58.0 
22.2 


0.86 
0.91 
0.87 
0.59 
0.69 


50.13 
51.72 
66.21 
68.11 
61.89 


1.5 
1.4 
2.2 
1.9 
2.4 


21.8 
32.1 
130.3 
55.6 
52.0 


0.67 
0.66 
0.53 
0.56 
0.57 


Kind  of 
Shares 


61.72 
50.46 
49.84 
61.67 
62.99 


2.7 
3.9 
2.2 
1.7 
2.6 


DUAL  PURPOSE  FUNDS 


72.4 
7.9 
8.3 

13.8 
9.1 


Where 
Traded 


0.56 
0.96 
0.68 
0.75 
0.65 


Presidential  Exchange  Fund  (started  8/65) 

Second  Presidential  Fund  (started  4/66)  

Fifth  Presidential  Fund  (started  6/67) 

— 

67.94 
69.29 
72.09 
62.93 

3.6 
3.0 
2.8 
2.2 

10.0 
10.9 
12.7 
39.7 

— 

0.68 
0.95 
0.90 

Westminster  Fund                       

0.59 

capital  shares 
income  shares 

American  DualVest  Fund  (started  3/67) 

— — 

24.03 

none 
8.8 

29.8 

NYSE 

American  DualVest  Fund  (started  3/67)  

0.94 

capital  shares 
income  shares 

Gemini  Fund  (started  3/67)     

— 

53.60 

none 
8.0 

37.3 

NYSE 

Gemini  Fund  (started  3/67)          

0.81 

capital  shares 
income  shares 

Hemisphere  Fund  (started  6/67) 

— 

2.91 

none 
3.1 

17.6 

NYSE 

0.90 

capital  shares 
*    income  shares 

Income  &  Capital  Shares  (started  3/67) 

— 

41.70 

none 
9.6 

26.2 

NYSE 

Income  &  Capital  Shares  (started  3/67) 

0.68 

capital  shares 
income  shares 

Leverage  Fund  of  Boston  (started  3/67)      

— 

47.53 

none 
6.4 

53.7 

NYSE 

Leverage  Fund  of  Boston  (started  3/67) 

0.72 

capital  shares 
income  shares 

— 

23.83 

none 
6.9 

23.4 

O-T-C 

Putnam  Duo  Fund  (started  7/67)          

0.78 

capital  shares 
income  shares 

Scudder  Duo-Vest  Fund  (started  4/67)  

— 

39.92 

none 
7.3 

79.9 

NYSE 

Scudder  Duo-Vest  Fund  (started  4/67)  

0.77 

Type  of  Fund 

stock 
stock 
stock 
stock 
stock 


NEW  FUNDS  * 

Afuture  Fund  (started  3/68) 

All  American  Fund  (started  2/64) 

Alpha  Fund  (started  5/68) 

AMCAP  Fund  (started  4/67) 

American  Diversified  Investors  Fund 
(started  12/64) 

'Funds  which  started  business  with  assets  of  at  least  $2  million  after  June  30,  1962. 


35.39 

none 

6.4 

none 

1.50 

37.35 

3.9 

2.0 

8.50 

0.66 

59.76 

1.7 

16.6 

8.50 

1.40 

63.14 

2.2 

62.8 

8.50 

0.71 

—  65.18 


3.0 


2.0 


.50 


1.00 
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PERFORMANCE 
RA  TINGS 


Forbes 
Fund  Ratings 
1970 


DOLLAR  RESULTS 


In 
UP 

Markets 


In 
DOWN 
Markets 


1962-70 


Recent 

Market     Dividend 

Decline      Return 


Annual 
Assets  Maximum    Expenses 

in  Sales       (Cents  per 

Millions  Charge         $100) 


—  —  Standard  &  Poor's  500  Stock  Average 

B  C  FORBES  Stock  Fund  Average 

C  D  FORBES  Balanced  Fund  Average 


$100  ENDED  AS  . . . 

$63.94  -  4.4% 
$61.34  3.3% 
$67.18         5.0% 


Type  of  Fund 


NEW  FUNDS* 


stock 
stock 

stock 
stock 


American  Express  Special  Fund  (started  4/69) —  —  3.0% 

American  Investment  Counseling  Fund 

(started  7/65)     —         $51.16  1.3 

Anchor  Capital  Fund  (started  5/68) —  53.20  2.7 

Astron  Fund  (started  6/68)   —  44.29  0.5 

Audax  Fund  (started  2/70) —  —  none 

Balanced  Income  Fund  (started  3/64) —  69.01  5.9 

The  Barclay  Fund  (started  9/68) —  54.10  2.6 

Becker  Fund  (started  8/69)   —  —  none 

Berger-Kent  Special  Fund  (started  4/69) —  —  0.2 

Blair  Fund  (started  5/67) —  39.28  none 

BLC  Growth  Fund  (started  10/69) —  —  none 

BLC  Income  Fund  (started  10/69) —  —  2.2 

Boston  Mutual  Equity  Growth  Fund  (started  1/69).  —  —  2.3 

The  Burnham  Fund  (started  12/69) —  —  none 

Capamerica  Fund 

(formerly  Capital  Income  Fund)  (started  2/65)   .  —  €6.79  6.0 

Centurion  Fund  (started  12/69) —  —  — 

CG  Fund  (started  2/68) —  59.12  2.0 

CG  Income  Fund  (started  11/68) —  66.09  3.9 

Chandler  Fund  (started  1/67) —  41.57  none 

Chase  Capital  Fund  (started  9/69) —  —  — 

Chase  Frontier  Fund  (started  3/68) —  44.13  1.4 

Chase  Special  Fund  (started  7/69) —  —  1.9 

Colonial  Equities  Fund  (started  11/66) —  44.11  2.0 

Colonial  Income  Fund  (started  12/69) —  —  4.4 

Colonial  Ventures  (started  2/69) —  —  0.9 

Columbia  Growth  Fund  (started  6/67) —  63.54  0.9 

Competitive  Associates  Fund  (started  6/69)  —  —  none 

Competitive  Capital  Fund  (started  3/68) —  44.81  1.7 

Comstock  Fund  (started  10/68) —  58.42  3.7 

Consultant's  Mutual  Investments  (started  6/63) ...  —  64.58  3.8 

Contrafund  (started  5/67) —  65.54  4.1 

Country  Capital  Investment  Fund  (started  4/66) ...  —  60.20  0.2 

Delta  Trend  Fund  (started  10/68) —  60.79  1.0 

Diversified  Fund  of  State  Bond  &  Mtge  Co. 

(started  6/64)    —  68.63  4.1 

Dodge  &  Cox  Stock  Fund  (started  4/65) —  61.44  3.4 

Drexel  Hedge  Fund  (started  5/69) —  —  none 

Drexel  Investment  Fund  (started  12/68) —  —  1.4 

Dreyfus  Leverage  Fund  (started  6/69) —  —  1.1 

Eaton  &  Howard  Growth  Fund  (started  4/68) —  61.44  2.9 

Eaton  &  Howard  Special  Fund  (started  4/68) —  39.69  3.4 

Eberstadt  Fund  (started  9/66)  63.98  2.7 

Edie  Special  Growth  Fund  (start 
Edie  Special  Institutional  Fund  I 
Egret  Growth  Fund  (started  9/1 
Equity  Growth  Fund  of  America 

Everest  Fund  (started  5/66) 
Explorer  Fund  (started  12/67) 
Farm  Bureau  Mutual  Fund  (start 
Financial  Dynamics  Fund  (start 

•Funds  which  started  business  with  assets  of  at  least  $2  million  after  June  30,  1962. 

tFund  no  longer  selling  shares;  existing  shares  traded  over-the-counter.  N.A.— Not  available. 


$52.2 

2.7 

59.1 

5.5 


none 

none 

8.75% 

8.50 


$0.33 

1.00 
0.75 
0.97 


stock 

balanced 

stock 

stock 

stock 


2.0 
7.6 
4.2 
2.1 
17.3 


8.50 
8.75 
none 
8.50 
t 


N.A. 
0.54 
1.00 
1.00 
0.96 


stock 
stock 
stock 
stock 
stock 


11.5 
3.3 
2.4 
1.9 
5.9 


8.50 
8.50 
8.50 
8.50 
none 


1.10 
1.65 
1.19 
0.93 
1.00 


stock 

stock 
stock 
stock 


1.8 

4.1 

24.9 

2.7 


8.75 
8.60 
7.50 
7.50 


0.19 
N.A. 
0.91 
0.98 


stock 
stock 
stock 
stock 
stock 


2.0 

8.2 

22.5 

27.2 

86.6 


8.75 
8.50 
4.25 
8.50 
8.50 


1.00 
N.A. 
0.74 
N.A. 
0.66 


balanced 
stock 
stock 
stock 


39.8 
19.1 
16.7 
15.9 


8.50 
8.50 
none 
8.75 


0.62 
0.95 
1.52 
N.A. 


stock 
stock 
stock 
stock 
stock 


60.0 

8.75 

0.70 

113.7 

8.50 

0.86 

11.6 

none 

0.80 

24.1 

t 

0.80 

17.2 

7.50 

0.90 

18.7 

8.50 

0.90 

1.8 

8.00 

1.00 

5.8 

none 

0.69 

2.1 

none 

1.00 

3.6 

none 

1.00 

123.1 

8.75 

0.42 

34.0 

8.50 

0.68 

29.8 

8.50 

0.71 

27.6 

8.50 

0.71 

stock 
stock 

stock 
stock 


stock 
stock 
stock 
stock 
stock 


stock 
stock 
stock 
stock 

Edie  Special  Growth  Fund  (started  8/69) 

Edie  Special  Institutional  Fund  (started  8/69) 

Egret  Growth  Fund  (started  9/64) 

Equity  Growth  Fund  of  America  (started  8/66) 

— 

57.41 
70.33 

none 
none 
2.7 
1.4 

5.5 

9.0 

24.3 

65.8 

none 
none 
8.00 
8.75 

1.00 
1.00 
0.62 
0.93 

stock 
stock 
stock 
stock 

Everest  Fund  (started  5/66) 

— 

55.03 
59.45 
59.15 
41.16 

6.6 
2.0 
2.9 
1.7 

43.0 

30.1 

8.1 

44.1 

8.50 
6.00 
none 
8.50 

0.80 

Explorer  Fund  (started  12/67) 

Farm  Bureau  Mutual  Fund  (started  6/65) 

0.81 
0.91 

Financial  Dynamics  Fund  (started  9/67) 

0.71 
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Forbes^ 
Fund  Ratings 
1970 


DOLLAR  RESULTS 


In  In 

UP  DOWN 

Markets      Markets 


2962-70 


Recent 

Market     Dividend 

Decline      Return 


—  —  Standard  &  Poor's  500  Stock  Average 

B  G  FORBES  Stock  Fund  Average 

C  D  FORBES  Balanced  Fund  Average 


$200  ENDED  AS... 

$63.94  4.4% 
$61.34  3.30/q 
$67.18        5.0% 


Annual 
Assets         Maximum    Expenses 
in  Sales       (Cents  per 

Millions  Charge         $100) 


Type  or  Fund  NEW  FUNDS  : 


stock 
stock 
stock 
stock 
stock 


Financial  Venture  Fund  (started  3/69)  

First  Fund  of  Virginia  (started  1/67)  

First  Investors  Discovery  Fund  (started  9/69)  .... 

First  Investors  Fund  for  Growth  (started  4/66) 

First  Multifund  of  America  (started  10/67)  

First  Participating  Fund  (started  8-64)   

First  Security  Growth  Fund  (started  8/68)  

Fletcher  Capital  Fund  (started  3/68)  

Fletcher  Fund  (started  11/66)   

FML  Growth  Fund  (started  8/68)  

Franklin  Custodian  Funds — Dynatech  Series 

(started  1/68) 

Freedom  Fund  (started  5/68)  

Fund  for  Mutual  Depositors  (started  8/69) 

Fundex  (started  12/67)  

Gateway  Fund  (started  10/69)  — 

Gibraltar  Growth  Fund  (started  1/68) — 

Growth  Fund  of  America  (12/58) — 

Hamilton  Growth  Fund  (started  12/68)  — 

John  Hancock  Growth  Fund  (started  2/69)  — 

John  Hancock  Signature  Fund  (started  2/69)  — 

Hartwell  &  Campbell  Fund  (started  1/67)  — 

Hartwell  &  Campbell  Leverage  Fund  (started  9/68) .  — 

Hedge  Fund  of  America  (started  2/68)  — 

Herold  Fund  (started  3/68)   — 

Hubshman  Fund  (started  11/66)  — 

ICM  Equity  Fund  (started  10/66)  — 

IDS  New  Dimensions  Fund  (started  8/68)  — 

IDS  Progressive  Fund  (started  1/69)  — 

Impact  Fund  (started  8/69)  — 

Imperial  Growth  Fund  (started  4/63)  — 

Independence  Fund  (started  1/66)  — 

Index  Fund  (started  7/67)  — 

Industries  Trend  Fund  (started  2/65) — 

Investment  Guidance  Fund  (started  6/68)  — 

Investment  Indicators  Fund  (started  7/67)  — 

ISI  Growth  Fund  (started  3/68)   — 

ISI  Income  Fund  (started  9/68)  — 

Jaffee  Fund  (started  1/69)  — 

Josten  Growth  Fund  (started  1/66) — 

Keystone  Apollo  (started  12/69) — 

Knowledge  Communications  Fund  (started  12/66)  — 

Lexington  Growth  Fund  (started  7/69)  — 

Lincoln  National  Funds 

Balanced  Fund  (started  9/69) — 

Capital  Fund  (started  9/69) — 

Variable  Annuity  Fund  A  (started  7/67)  — 

Variable  Annuity  Fund  B  (started  4/68)  — 

Manhattan  Fund  (started  2/66) — 

Market  Growth  Fund  (started  2/66)  — 

Mates  Investment  Fund  (started  7/67) — 

•Funds  which  started  business  with  assets  of  at  least  $2  million  after  June  30,  1962 
tFund  no  longer  selling  shares,  existing  shares  traded  over-the-counter. 
ttEntrance  Fee.       N. A.  Not  available. 


—  $57.34 

52.30 

—  55.80 


3.9% 

2.8 

0.5 

0.4 

2.8 


$20.8 

10.7 

4.6 

30.1 

13.5 


8.50% 

8.50 

8.75 

8.75 

1.50 


$0.66 
0.94 
1.00 
1.00 
0.88 


stock 
stock 
stock 
stock 
stock 


64.45 
62.48 
46.63 
49.32 
46.82 


1.5 

2.0 

none 

2.4 

1.9 


2.8 

3.5 

69.5 

31.6 

3.0 


none 

8.50 

t 

t 

7.50 


1.00 
1.00 
0.86 
0.72 
1.90 


stock 

stock 
stock 
stock 


—  44.20 

—  63.30 

—  33.17 


1.1 
5.6 
2.2 
none 


10.6 

29.2 

6.0 

1.6 


8.75 
8.75 
none 
t 


0.99 
0.99 
0.70 
1.00 


stock 
stock 
stock 
stock 
stock 


34.51 
52.28 


none 

none 

none 

3.1 

0.9 


3.5 
34.9 
10.6 
24.0 
12.6 


7.50 
1.00 
8.50 
8.50 
8.00 


1.00 
0.89 
4.37 
1.00 
1.01 


stock 
stock 
stock 
stock 
stock 


37.86 
50.87 
49.86 
69.39 


4.2 

none 

none 

none 

none 


4.6 
11.5 
21.4 
33.7 

7.2 


8.00 
none 
none 
8.75 

l.oott 


1.01 
2.04 
1.10 
0.71 
2.01 


stock 
stock 
stock 
stock 
stock 


28.33 
58.45 
51.16 


none 

1.3 

2.1 

0.8 

none 


1.9 

2.6 

91.4 

104.0 

20.8 


8.50 
8.75 
8.00 
8.00 
8.50 


N.A. 
0.80 
0.39 
0.35 
N.A. 


stock 
stock 
stock 
stock 
stock 


54.50 
33.36 
61.52 
56.69 
67.37 


2.3 
1.3 
2.1 
2.5 
1.3 


13.6 
20.7 

2.8 
74.6 

1.9 


8.50 
8.75 
8.50 
8.50 
none 


0.80 
0.79 
1.00 
0.81 
1.50 


stock 
stock 
stock 
closed-end 


30.23 
49.46 
67.88 


none 
2.4 
4.3 
2.8 


7.3 
25.2 
12.6 

2.6 


none 
8.50 
8.50 
none 


3.10 
0.82 
0.92 
2.10 


stock 
stock 
stock 
stock 


balanced 
stock 
stock 
stock 


59.35 
60.00 


2.0 
none 
1.8 
0.8 


67.40 
71.75 


1.2 
1.4 
none 
none 


2.3 

none 

0.99 

4.3 

8.75 

1.00 

3.7 

8.50 

1.04 

10.0 

8.50 

0.70 

2.1 

8.50 

0.94 

5.7 

8.50 

0.92 

18.0 

8.75 

1.31 

8.8 

8.75 

1.32 

stock 
stock 
stock 


43.03 
33.75 
23.40 


none 
none 
none 


149.7 
1.8 
6.1 


8.50 
none 
none 


0.90 
6.30 
0.75 
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Big  Corporation 
Owner 


The  Bettmann  Archive 


Own  a  big  corporation?  If  you  own  securities  in  public  corporations,  then  you  certainly  own 
shares  of  big  business. 

And  big  is  what  we  mean  by  business  at  FORBES.  That's  why  our  pages  attract  so  many 
investors.  According  to  the  1970  Simmons  Study,  FORBES  has  the  top  concentration  of 
readers  who  own  stocks,  bonds  and  mutual  funds  among  all  63  publications  measured. 
88.4%  of  our  readers  own  securities,  up  from  84.5%  last  year. 

And  in  Simmons'  highest  value  breakdown— those  owning  stocks,  bonds  or  mutual  funds 
worth  $100,000  or  more— no  publication  has  a  greater  concentration  than  FORBES.  In  fact, 
our  average  issue  reaches  one  out  of  every  six  Americans  owning  $100,000  or  more  in 
securities. 

When  it  comes  to  recent  investors,  FORBES  has  no  peers.  Among  those  who  made  personal 
purchases  during  the  past  two  years  of  corporate  stocks  in  companies  other  than  the  ones 
worked  for,  FORBES'  concentration  jumped  to  56.5%  in  1970  (up  from  35.6%  in  1969). 
Consider  that  concentration  as  it  compares  with  other  percentages:  Barron's  44.7%,  Wall 
Street  Journal  39.0%,  Fortune  38.4%,  Business  Week  24.6%,  U.  S.  News  19.1%,  News- 
week 15.0%,  and  Time  14.8%. 

So  it's  true.  FORBES  readers  do  own  American  business. 

They  run  it,  too. 


Forbes:  capitalist  tool 
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•PERFORMANCE 
RA  TINGS 


Forbes  ^^—* 
Fund  Ratings 
1970 


DOLLAR  RESUL  TS 


In 
UP 

Markets 


In 
DOWN 
Markets 


1962-70 


Recent 
Market 
Decline 


Dividend 
Return 


—  —  Standard  &  Poor's  500  Stock  Average 

B  C  FORBES  Stock  Fund  Average 

C  D  FORBES  Balanced  Fund  Average 


$100  ENDED  AS... 

$63.94  4.4o/o 
$61.34  3.3% 
$67.18         5.0% 


Annual 
Assets  Maximum    Expenses 

in  Sales       (Cents  per 

Millions  Charge  $100) 


Type  of  Fund 

Stock 
stock 
stock 
stock 
bond 


stock 

balanced 

stock 

stock 

stock 


stock 
stock 
stock 
stock 
stock 


stock 
stock 
stock 
stock 
stock 


stock 
stock 
stock 
stock 
stock 


stock 
stock 
stock 
stock 
stock 


stock 
stock 
stock 
stock 
stock 


stock 
stock 
stock 
stock 
stock 


stock 
stock 
stock 
stock 
stock 


stock 
stock 
stock 
stock 


stock 
stock 
stock 
stock 


NEW  FUNDS* 

Mathers  Fund  (started  8/65) —  $63.03  1.3% 

Meridian  Fund  (started  2/67)  —  72.00  5.1 

Moody's  Fund  (started  6/67) —  72.19  4.2 

W.  L  Morgan  Growth  Fund  (started  12/68) —  —  1.2 

Mutual  Fund  for  Investing  in  U.S.  Gov.  Sec. 

(started  10/69)  3.6 

Mutual  of  Omaha  Growth  Fund  (started  5/68) 
Mutual  of  Omaha  Income  Fund  (started  5/69) 
Naess  &  Thomas  Special  Fund  (started  1/68) 

NLA  Mutual  Fund  (started  12/64) 

NEL  Equity  Fund  (started  12/68)  

Nel  Growth  Fund  (started  12/68)     

Neuwirth  Century  Fund  (started  4/69) 

Neuwirth  Fund  (started  2/67) 

New  World  Fund  (started  2/63)  

New  York  Venture  Fund  (started  2/69) 

Oceanographic  Fund  (started  5/68)     

Ocean  Technology  Fund  (started  7/68) 

Omega  Fund  (started  4/68)  

O'Neil  Fund  (started  9/66)  

One  Hundred  Fund  (started  11/66)  

One  Hundred  &  One  Fund  (started  12/66) 
Oppenheimer  A.I.M.  Fund  (started  12/69) 

Pace  Fund  (started  7-69)  

Pennsylvania  Mutual  Fund  (started  6/67) 
Pension  Equity  Fund  (started  3/68)     

Pilgrim  Fund  (started  8/64)  

Pilot  Fund  (started  9/67)  

Pioneer  II  (started  9/69)     

Polaris  Fund  (started  8/68)  ! 

Rowe  Price  New  Era  Fund  (started  5/69) 

PRO  Fund  (started  9/67) 

Putnam  Equities  (started  9/67)  

Putnam  Vista  (started  6/68) 

Putnam  Voyager  (started  4/69) 

Paul  Revere  Courier  Fund  (started  8/69) 

Rinfret  Fund  (started  1/70) 
L  M.  Rosenthal  (started  12/68) 

Schuster  Fund  (started  9/67)  

Security  Equity  Fund  (started  9/62) 

Security  Ultra  Fund  (started  9/69) 

Selected  Special  Shares  (started  1/68)  —  57.47         0.9 

Sentinel  Growth  Fund  (started  9/69)  —  —         0-5 

Shamrock  Fund  (started  8/69)  —  —      none 

Shearson  Appreciation  Fund  (started  3/70) —  — 

Shearson  Capital  Fund  (started  6/67) 

Sherman,  Dean  Fund  (started  2/68)  

Side  Fund  (started  7/68) 

Sigma  Capital  Shares  (started  10/67)  

Smith,  Barney  Equity  Fund  (started  8/68) 

Southwestern  Investors  Growth  Fund  (started  5/68) 

Spectra  Fund  (started  7/69) 

State  Farm  Growth  Fund  (started  3/68) 

State  Farm  Income  Fund  (started  3/68) 

•Funds  which  started  business  with  assets  of  at  least  $2  million  after  June  30.  1962. 

tFund  no  longer  selling  shares;  existing  shares  traded  over-the-counter.  N.A.  Not  available. 


$40.0 

3.8 

5.0 

28.0 

18.8 


80.2 
3.3 
2.9 

13.9 
3.8 


none 
8.50% 
8.50 
8.50 

N.A. 


8.50 
8.00 
none 
8.50 
none 


$0.93 
0.75 
1.00 
1.00 

N.A. 


61.05 

3.3 

12.9 

8.00 

0.95 



72.28 

5.8 

3.2 

8.00 

1.00 

_ 

56.19 

0.5 

12.8 

none 

0.77 

.  . 

59.95 

2.6 

14.7 

2.00 

0.63 

— 

1.6 

2.7 

8.00 

0.97 

1.6 

11.1 

8.00 

0.97 



. 

none 

3.8 

8.75 

1.00 

__ 

48.36 

5.2 

43.0 

none 

0.71 



65.87 

3,3 

6.7 

8.50 

0.86 

— 

none 

38.8 

8.67 

1.05 

49.88 

3.4 

12.8 

none 

1.00 



34.63 

none 

1.4 

8.50 

1.73 



50.15 

4.1 

38.1 

t 

0.57 

_ 

46.21 

1.7. 

14.9 

none 

0.75 

—  . 

60.24 

2.3 

48.2 

8.50 

0.98 

65.00 

4.9 

3.4 

8.50 

1.00 

• 

;  - 



19.3 

8.50 

N.A. 





none 

8.6 

8.50 

N.A. 



26.87 

none 

10.3 

none 

3.15 

— 

57.93 

none 

4.6 

none 

1.39 

57.09 

0.9 

10.3 

8.50 

0.71 



53.69 

2.0 

33.7 

8.50 

0.77 

1.0 

2.5 

8.50 

1.36 



42.05 

0.7 

42.9 

8.50 

0.75 

— 

— 

2.0 

62.9 

none 

1.00 

63.04 

1.8 

18.1 

none 

0.57 

34.21 

2.9 

58.1 

8.50 

0.71 



41.58 

none 

54.4 

8.50 

0.84 

_ 



none 

21.4 

8.50 

0.54 

— 

— 

1.9 

7.1 

8.50 

0.74 



1.0 

7.2 

N.A. 

N.A. 

45.84 

4.8 

12.3 

8.50 

1.20 



62.75 

2.7 

20.5 

8.63 

0.99 



45.02 

2.9 

85.8 

8.50 

0.74 

— 

— 

0.2 

5.1 

8.50 

N.A. 

0.75 
N.A. 
0.36 
N.A. 
0.90 


47.22 
65.76 
46.20 
61.C4 

4.0 
0.6 
1.2 
2.6 

7.2 
24.6 
24.3 
32.4 

none 
8.75 
8.50 
none 

0.90 



1.00 

. 

1.00 

— 

0.40 

58) 

44.29 

62.12 
79.28 

1.9 
1.3 
2.4 
7,8 

2.3 

4.3 

15.7 

2.3 

7.50 
8.75 
none 
none 

0.74 
1.00 



0.85 

■  —  . 

0.85 
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PERFORMANCE 
RATINGS 


In  In 

UP  DOWN 

Markets      Markets 


Forbes  ^^^m 
Fund  Ratings 

1970 


DOLLAR  RESULTS 


Recent  Assets 

Market     Dividend  in 

1962-70        Decline       Returrt  Millions 


Annual 
Maximum    Expenses 
Sales       (Cents  per 
Charge         $100) 


Standard  &  Poor's  509  Stock  Average 
FORBES  Stock  Fund  Average 


$100  ENOEO  AS...  " 

$63.94         4.4% 
$61.34         3.3% 


Type  of  Fund 


NEW  FUNDS* 


stock 

stock 
stock 
stock 


Nicholas  Strong  Fund  (started  7/69) 
Supervised  Investors 

Growth  Fund  (started  4/66)     

Summit  Fund  (started  2/69) 
Syncro  Growth  Fund  (started  2/68) 


—  none 


$    4.2 


$0.92 


$61.42 
48.20 


2.1% 

130.9 

8.75% 

0.78 

1.4 

32.0 

8.75 

1.00 

1.5 

10.1 

8.50 

0.69 

stock  Technivest  Fund  (started  12/68) 

stock  TMR  Appreciation  Fund  (started  7/69)  . . . 

stock  Tower  Fund  (started  11/68)     

stock  Transamerica  Capital  Fund  (started  7/68) 


67.10 
30.07 
42.42 
52.90 


4.0 
none 
30 
4.1 


45.2 

15.2 

4.4 

53.8 


t 

8.50 
8.50 
8.00 


1.00 
1.02 
1.19 
0.87 


stock  Travelers  Equities  Fund  (started  5/68) 

stock  Trustees'  Equity  (started  2/67)  

stock  Tudor  Hedge  Fund  (started  6/69) 

stock  Unified  Mutual  Shares  (started  10/63) 

stock  .              Union  Capital  Fund  (started  12/69) 


66.27 

1.5 

8.6 

8.50 

1.00 

67.42 

0.4 

6.5 

8.50 

1.00 

— 

2.2 

21.5 

8.50 

1.06 

57.44 

4.0 

8.6 

8.50 

0.76 

—    - 

2.9 

7.6 

8.50 

N.A. 



0.8 

15.8 

8.75 

N.A. 

52.04 

1.8 

25.9 

8.50 

0.48 

53.67 

0.6 

2.6 

none 

2.60 

62.78 

1.1 

1.2 

1.50 

1.04 

'  — 

none 

8.0 

8.50 

2.20 

stock 
stock 
stock 
stock 
stock 


United  Vanguard  (started  10/69)  

Vance  Sanders  Special  Fund  (started  11/68) 
Weingarten  Equity  Fund  (started  3/67)  . . . 
Clarence  M.  Whipple  Fund  (started  5/68)  . 
Wincap  Fund  (started  5/69)  


'Funds  which  started  business  with  assets  of  at  least  $2  million  after  June  30,  1962. 


THE  FUNDS  1/5.  THE  ODD -LOT  FAVORITES 


You  can  rate  individual  stocks  on  the  same  basis  as  FORBES  rates  the  funds.  Below  are  com- 
parable figures  for  20  of  1969's  odd-lot  favorites,  the  stocks  the  so-called  little  fellow  bought. 


American  Telephone  &  Tel. 

Boeing  

Chrysler  

Eastman  Kodak 

General  Electric 


$  79.52 

$75.33 

6-2% 

61.34 

28.42 

6.4 

173.08 

31.78 

7.2 

298.82 

72.48 

2.0 

113.44 

60.72 

3.9 

128.42 

72.12 

6.5 

108.81 

49.72 

7.0 

215.67 

17.09 

4.2 

128.67 

51.74 

6.5 

283.25 

72.51 

1.8 

B 
C 

A+ 
C 

A+ 


C 
D 
D 
B 
D 
A+ 


General  Motors 

General  Telephone  &  Elec. 

Gulf  &  Western 

Gulf  Oil     

IBM  


A 

F 
D 

F 

F 

Litton  Industries 

83.43 

22.08 
46.37 
30.38 
27.97 

none 

A 

Natomas 

407.54 

0.9 

A+ 

Occidental  Petroleum 

372.84 

7.0 

C 

Pan  American  World  Airways 

211.86 

none 

RCA  Corp. 

Standard  Oil  (Calif.) 
Standard  Oil  (N.J.) 

Texaco         

Union  Carbide 
Xerox  


163.60 

41.94 

4.9 

96.06 

57.17 

7.0 

109.50 

60.62 

6.9 

112.31 

54.51 

6.2 

75.49 

61.78 

5.9 

927.03 

73.84 

0.8 

tFund  no  longer  selling  shares;  existing  shares  sold  over-the-counter. 
N.A.  Not  available. 
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I        (Continued  from  page  50) 
that  didn't  beat  the  averages  at  all 
were  ranked  C,  D  or  F  (for  flop) 
depending  on  how  badly  they  did. 

The  net  effect  was  that  most 
funds  went  down  a  notch  in  the 
ratings.  The  majority  of  funds  with 
an  A  rating  in  down  markets  last 
year  have  a  B  rating  in  down  mar- 
kets this  year,  and  so  forth.  As  a  re- 
sult, only  5%  of  the  stock  funds 
managed  to  get  an  A  rating  in  down 
markets  this  year,  about  40%  got  a 
B.  2o'<  a  C,  KM  a  D  and  20%  an  F. 

More  conservative  balanced 
funds  were  measured  with  a  similar 
rating  system.  On  balance  they 
fared  somewhat  better:  Some  10% 
of  balanced  funds  got  an  A  rating 
in  down  markets  this  year. 

All  this  is.  admittedly,  more  than 
a  little  complicated.  Ours  is  a  more 
sophisticated  rating  system  than 
others,  because  it  measures  con- 
sistency of  performance,  not  just 
straight-line  performance.  But  it's 
not  essential  to  follow  our  neces- 
sarily complicated  statistical  reason- 
ing. We  arrive  at  our  ratings 
through  a  complex  statistical  pro- 
cess, but  the  ratings  themselves  are 
as  simple  as  a  child's  report  card. 
When  we  rate  a  fund  A  we  think 
it  is  way  above  average  in  the  qual- 
ity of  its  management.  Especially  so 
if  it  ranks  high  on  both  scores— say 
A  in  up  markets,  B  in  down.  If  it 
ranks  C,  D  or  F,  we  say  the  fund  in 
question  isn't  doing  a  very  good  job 
for  its  stockholders. 


Even  the  Cautious  Got  Hurt 

The  chief  appeal  of  income  funds 
and  balanced  funds  is  that  they 
are  supposed  to  be  "defensive." 
Dedicated  above  all  to  preserving 
capital  and  producing  above-aver- 
asje  yield,  their  portfolios  are  full 
of  high-grade  bonds,  preferred 
stock  and  blue-chip  common  stocks. 
They  tend  to  perform  sluggishly  in 
bull  markets,  which  reward  higher- 
risk  investments  with  superior 
growth.  They  tend  to  hold  up  fair- 
ly well  in  bear  markets. 

Did  that  philosophy  finally  pay 
off  over  the  past  18  months?  Most 
portfolio  managers  of  defensive 
funds  think  it  did. 

"I  think  the  income  and  bal- 
anced funds  have  defended  quite 
well  over  the  past  18  months,"  says 
William  Altschuler,  who  manages 
the   $65-million  Channing  Income 
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Mutual  fund  sales  fell  to  a  third  of  their  January 
1969  high  as  the  stock-market  decline  worsened  into  a 
crash. 
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Fund— which  is  off  just  8.8%  in  the 
first  half  of  1970.  "Look  at  the  in- 
come funds  as  a  group,"  Altschuler 
goes  on.  "They're  down  just  10.7% 
since  the  start  of  1968.  That's  not 
bad.  I  bet  you  would  have  lost  as 
much  through  inflation  in  savings 
during  the  same  period." 

Frank  Parish  is  portfolio  man- 
ager of  Boston's  $784-million  Puri- 
tan Fund,  which  has  managed  to 
hold  its  decline  in  the  first  half  of 
1970  to  12.9%;  this  puts  it  up 
among  the  top  60  funds  in  per- 
formance. Parish  agrees  with  Alt- 


schuler. "This  is  the  year  the  de- 
fensive funds  shine,  I  guess,"  he 
says.  "We  don't  get  many  of  them! 
You'll  find  mostly  defensive  income 
and  bond  funds  in  the  top  50  or  60 
in  performance  this  year." 

Investors  seem  to  agree.  Sales 
are  up  this  year  for  many  conserva- 
tive funds.  And  managers  of  de- 
fensive funds  predict  that  the  av- 
erage investor  will  increasingly 
send  his  capital  their  way. 

"Income  funds  are  having  a 
comeback  right  now,"  says  Alt- 
schuler, "and  that's  going  to  con- 
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Investing  primarily  for 
highest  possible 
Current  Income  without 
imprudently  risking  capital 

For  Prospectus:  Contact 

Delaware  Management 
Company,  Inc. 

7  Penn  Center,  Phila.,  Pa.  19103 
Phone  21 5/ LO  4-2556 
Gentlemen:  Please  mail  me 
Decatur  Income  Fund  Prospectus 
without  obligation. 


address 


city/state/zip 


F-8-15 


438th  Biridend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  Paid 

For  103  Years 

A  quarterly  dividend  of  sev- 
enty cents  (7(K')  a  share  will 
be  paid  on  September  14, 
1970,  to  stockholders  of  rec- 
ord August  14,  1970. 

W.  IRVING  OSBORNE,  JR. 
Chairman  and  President 

Divisions 
Transportation  Equipment 

Pullman-Standprd 
Tra/lmobi/e 

Engineering/Construction 
The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 

Pullman  Transport 

Leasing  Company 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Societe  des  Remorques,  Semi- 

Remorques  et  Citernes  Traitor 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Berry  Metal  Company 
Aloe  Coal  Company 
F.  C.  Torkelson  Company 
Unimation,  Inc. 


tinue  a  lot  longer  after  this  crash 
than  it  did  in  1962  or  1966.  And 
the  go-go  guy  may  be  panicking 
right  now  and  thinking  that  he  has 
only  one  place  to  go  and  that's 
to  the  quality  stocks.  So  we  either 
sell  it  to  him  or  hold  it.  Either 
way  it's  got  to  move  us  up." 

Says  Parish:  "There's  been  a  big 
shift  already,  and  I  think  it  will 
continue  at  least  until  the  latter 
half  of  next  year." 

Privately,  however,  many  con- 
servative fund  managers  admit 
they're  far  from  content  with  their 
record  in  the  crash. 

Take  the  Puritan  Fund,  for  ex- 
ample. For  the  full  year  1969  Puri- 
tan's assets  were  off  15.4%.  Income 
funds  as  a  group  were  off  14.6%. 
The  average  growth  fund,  in  con- 
trast, was  off  15.7%.  What  kind  of 
defense  is  that? 

"No,  we  didn't  do  very  well  in 
1969,"  concedes  Parish.  "In  1969 
there  was  a  disaster  in  the  bond 
market  and  a  disaster  in  income 
stocks  in  general.  Nothing  we  could 
own  for  income  was  defensive  ex- 
cept maybe  commercial  paper  or 
Treasury  bills.  I  suppose  we  could 
have  gotten  60%  or  70%  in  cash 
equivalent.  But  we  just  didn't  have 
the  courage." 

Says  another  fundman:  "You 
could  have  been  in  some  pretty 
conservative,  good-sized  balanced 
funds  and  be  down  25%,  26%  even 
28%  over  the  past  12  months— about 
the  same  as  some  of  the  larger 
growth  funds.  Now  a  balanced 
fund  down  25%  has  done  a  poorer 
job,  given  its  objectives,  than  a 
growth  fund  down  35%.  There's  no 
way  for  the  balanced  fund  to  catch 
up  in  an  upswing." 

The  blame,  according  to  the 
portfolio  manager  of  another  large 
defensive  fund,  rests  with  the  ex- 
cesses of  the  more  aggressive  funds 
—excesses  that  backfired  on  the 
whole  market.  Says  he:  "I  would 
say,  personally,  that  funds  in  gen- 
eral have  had  a  very  poor  perform- 
ance in  the  last  year.  They  forgot 
they  were  preservers  of  capital  first, 
last  and  always  in  1968.  They 
didn't  remember  it  again  until  the 
middle  of  1970,  and  by  then  it  was 
a  little  late.  They  did  a  terrible  job 
of  preserving  capital." 

No,  investing— even  trained  profes- 
sional, conservative  investing— is  not 
foolproof.  Fundmen,  by  and  large, 
are  conscientious,  capable  men. 
They  are  not  miracle  workers. 


You  Are  Invited  to  Sample 

FORBES 
GUIDE  TO 


NEW  YORK 


Lunch  time.  An  important  prospect.  Where 
to  take  him? 

You  can  always  fall  back  on  the  plain-Jane 
old  reliable.  Or  you  could  risk  an  expensive 
disaster  at  that  new  place  down  the  street. 

Or,  you  could  treat  your  client  to  a  great 
meal  in  a  fine  restaurant  you  know  he'll  en- 
joy and  remember,  because  you've  researched 
it  beforehand  in  FORBES  MAGAZINE'S 
RESTAURANT  GUIDE. 

This  unique  weekly  newsletter  takes  the 
guesswork  out  of  dining  out  in  Manhattan, 
by  offering  you  what  are  probably  the  most 
candid  reviews  ever  written  about  the  New 
York  restaurant  scene. 

Our  gourmet  reporters  brief  you  on  quality 
of  food  and  service  at  each  restaurant 
(famous  or  obscure)  they  visit.  They'll  tell 
you  what  you  can  expect  to  pay,  whether 
you'll  get  your  money's  worth.  You'll  learn 
where  to  get  the  best  of  everything  from 
lobster  a  la  Bordelaise  to  Dover  sole,  from 
Peking  duck  to  terrapin  Maryland— where  to 
find  the  best  steak  in  town— and  the  perfect 
Martini— seafood  that  will  take  you  back  to 
your  last  Cape  Cod  cookout. 

We're  pledged  to  free  you  forever  from  the 
snarling  waiter,  the  padded  check,  the  long 
wait.  We  give  you  key  details  about  reser- 
vations, credit  cards,  crowding,  hours  open, 
decor,  type  of  clientele,  special  traditions  and 
personal  temperaments  in  evidence. 

Try  Us  —  11  Weeks  for  Only  $5 

Save  33  %% 

The  coupon  below  and  your  check  for  $5 
will  bring  you  the  next  11  issues  of  Forbes 
Magazine's  Restaurant  Guide  at  a  saving  of 
33V&SS.  Money  back,  of  course,  if  not  satisfied. 
You'll  also  receive  the  option  to  enroll  later  at 
our  Charter  Subscriber's  annual  rate  (a  % 
saving  on  the  regular  cost ) . 

Invest  only   $5  now,  and  let  the  Guide 
convince  you  how  it  can  help  you  enjoy  more 
of  the  good  life  in  New  York's  very  best 
restaurants.  Mail  the  coupon  today, 
i 1 

Forbes  Magazine's 
SGBST&UBAHT  GUIDE 

60  Fifth  Avenue,  New  York,  N.Y.  10011 
OK,  here's  my  $5.  Send  me  the  next  1 1  weeks 
of  Forbes  Magazine's  Restaurant  Guide  at  a 
33%%  saving.  At  the  end  of  that  time  I'll 
have  the  option  to  enroll  for  1  year  at  the  low 
Charter  Subscriber  rate.  R-0137 

Name 


Company- 
Address 


City_ 


-State. 


_Zip_ 


□  I  prefer  to  enroll  as  a  Charter  Subscriber 
now.  □  Check  for  $24  enclosed  D  Bill  me. 
I'll  receive  a  3-ring  binder  to  house  my  Guide 
issues  FREE  when  I  remit  payment. 
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The  Buyers  Weren't  There 

What  happened  to  the  proud 
boast  that  mutual  funds  would  help 
stem  any  major  bear  market?  That, 
being  levelheaded,  long-range  in- 
vestors, they  would  step  in  and 
buy  when  others  were  selling  in 
panic?  That,  with  their  steady  in- 
flow of  funds,  they  would  have  the 
cash  to  pick  up  bargains? 

Most  of  these  boasts  evaporated 
this  time.  The  funds,  by  and  large. 
did  not  support  the  market.  A  main 
reason  they  did  not  was  that  their 
own  sources  of  money  dried  up  as 
the  market  crash  picked  up  speed. 

Month  by  month  (see  chart,  p. 
69),  the  sales  of  new  funds  de- 
clined. Happily ,  redemptions  of  ex- 
isting shares  did  not  increase.  But 
new  sales  dropped  to  the  point 
where  they  barely  covered  redemp- 
tions. Thus,  on  balance,  the  funds, 
cash  flow  dried  up.  In  many,  many 
individual  cases,  especially  among 
the  onetime  go-go  funds,  redemp- 
tions not  w  ay  ahead  of  new  sales. 
These  Funds  had  to  sell  stock  into  a 
declining  market  to  raise  cash. 
They  worsened  the  decline  rather 
than  stemming  it. 

For  the  go-go  funds  the  pinch 
was  particularly  bad  because  they 
were  heavily  oriented  toward  letter 
stock  and  the  stocks  of  hot  little 
companies.  Neither  was  salable  in 
a  panic,  and  so  the  choice  was  pain- 
ful: Sell  your  good  stock  to  raise 
money ;  or  risk  breaking  thin  mar- 
kets to  sell  your  more  speculative 
holdings.  Says  one  growth  fund 
manager:  "We  tried  to  get  out  of  a 
fair-sized,  over-the-counter  stock 
at  $15.  We  got  off  1,000  shares  at 
S 13  and  then  they  found  out  who 
was  doing  the  selling.  Before  we 
knew  it  the  stock  was  at  $5.  As  soon 
as  the  traders  smelled  a  big  sale 
order,  you  were  dead."  That's  what 
happened  to  many  funds  in  Four 
Seasons  Nursing  Centers  of  Amer- 
ica, the  now  bankrupt  hot  stock. 
Almost  until  the  end,  funds  were 
buying  Four  Seasons.  When  the  bad 
news  broke,  there  was  no  time  to 
get  out  and  nobody  to  sell  to.  The 
funds  were  stuck.  (By  contrast, 
funds  that  were  caught  with  big 
holdings  of  Penn  Central  had  ample 
time  to  sell  as  the  bad  news  slowly 
unfolded  and  had  a  broad,  liquid 
market  to  sell  into. ) 

And  so  thus  ends,  it  is  to  be 
hoped,  the  go-go  era  in  the  mutual 
fund  business.   ■ 


This  is  not  an  offering  of  these  securities  for  sale,  or  an  offer  to  buy,  or  a  solicitation  of  an  offer  to  buy, 
any  of  such  securities.  The  offering  is  made  only  by  the  Prospectus. 


$40,000,000 

Northern  Natural  Gas  Company 

9%%  Subordinated  Debentures  Due  May  1, 1990 

with 
Warrants  to  Purchase  800,000  Shares  of  Capital  Stock  of 

Mobil  Oil  Corporation 


Warrants  are  exercisable  on  or  after  October  30,  1970  through  August  1,  1975 
at  $  47.50  per  share,  subject  to  adjustment  in  certain  events. 


These  securities  are  being  offered  initially  only  in  Units,  each 
consisting  of  $1,000  principal  amount  of  Debentures  and  Warrants 
entitling  the  holder  to  purchase  20  shares  of  Capital  Stock  of 
Mobil  Oil  Corporation,  as  more  fully  set  forth  in  the  Prospectus. 


Price  $1,250  per  Unit 

(plus  accrued  interest,  if  any,  on  the  Debentures  from  August  6,  1970) 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  under- 
writers only  in  States  in  which  such  underwriters  are  qualified  to  act  as 
dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


Blyth&Co.,Inc. 

The  First  Boston  Corporation 
Eastman  Dillon,  Union  Securities  8c  Co. 
Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 

Lehman  Brothers 


Drexel  Harriman  Ripley 

Incorporated 

Goldman,  Sachs  &  Co. 


Kidder,  Peabody  &  Co. 

*   Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith       Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Salomon  Brothers  Smith,  Barney  &  Co. 

Incorporated 

Stone&WebsterSecuritiesCorporation  White,Weld&Co.  DeanWitter&Co. 

Incorporated 

July  31, 1970. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Bonds. 

The  offer  is  made  only  by  the  Prospectus. 


$200,000,000 

International  Bank  for  Reconstruction 

and  Development 

Twenty-Five  Year  Bonds  of  1970,  Due  August  1, 1995 

Interest  Rate  8%% 

Interest  payable  February  1  and  August  1 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Bonds  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLE Y  &  CO.  THE  FIRST  BOSTON  CORPORA  TION 

Incorporated 

MORGAN  GUARANTY  TRUST  COMPANY     THE  CHASE  MANHATTAN  BANK,  N.  A.  BANKERS  TRUST  COMPANY 

OF  NEW  YORK 
FIRST  NA  TIONAL  CITY  BANK  THE  FIRST  NA  TION  A  L  BANK  CHEMICAL  BANK 

NEW  YORK  OF  CHICAGO 

MANUFACTURERS  HANOVER  TRUST  COMPANY  BANK  OF  AMERICA  CONTINENTAL  BANK 

N.  T.  &  S.  A.  Continental  Illinois  National  Bank 

and  Trust  Company  of  Chicago 

HARRIS  TRUST  AND  SA  VINGS  BANK  THE  NORTHERN  TRUST  COMPANY  MELLON  BANK 

Mellon  National  Hank 
and  Trust  Company 

DILLON,  READ  &  CO.  INC.  KUHN,  LOEB  &  CO. 

BL  YTH  &  CO. ,  INC.  DISCOUNT  CORPORA  TION  OF  NE  W  YORK  DREXEL  HA  RRIMAN  RIPLE  Y 

Incorporated 

duPONT  GLORE  FORGAN  EASTMAN  DILLON,  UNION  SECURITIES  &  CO. 

Incorporated 

EQUITABLE  SECURITIES,  MORTON  &  CO.  GOLDMAN,  SACHS  &  CO.  HALSEY,  STUART  &  CO.  INC. 

Incorporated 

HORNBLOWER  &  WEEKS-HEMPHILL,  NOYES  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS  LOEB,  RHOADES  &  CO.  MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS  SALOMON  BROTHERS  SMITH,  BARNEY  &  CO. 

Incorporated 

STONE  &  WEBSTER  SECURITIES  CORPORA  TION  WERTIIEIM  &  CO.  WHITE,  WELD  &  CO. 

DEAN  WITTER  &  CO.  BACHE  &  CO.  PARIBAS  CORPORA  TION 

Incorporated  Incorporated 

July  $4-.  1970. 
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The  Forbes  Index 
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/ 


Period  ot  Economic  Recession  as  oetined 
by  National  Bureau  ol  Economic  Research 


Composed  of  the  following 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering'' 
(Dept  ol  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building'  (Dept.  ol 


preliminary    y 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


JUNE   139.4 

JULY 138.2 

AUG 137.5 

SEPT 137.1 

OCT 137.2 

NOV 136.3 

DEC 134.5 

JAN 132.4 

FEB 130.9 

MAR 129.0 

APR 127.8 

MAY   125.8 

JUNE  124.0 

JULY  (prel.)  .123.0 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


N 


MARKET  COMMENT 

By  L.  O.  Hooper 


The  Big  Market— 30  Million  Stockholders 


Yoi  have  heard,  I'm  sure,  how  insti- 
tutions soon  will  own  all  the  stocks, 
and  that  it  is  not  worthwhile  for  the 
broker  to  go  after  the  dwindling  in- 
dividual stockholder's  business.  Well, 
that's  not  what  facts  suggest.  During 
the  past  five  years,  according  to  the 
New  York  Stock  Exchange  census  of 
all  stockholders,  the  number  of  indi- 
viduals owning  common  stocks  in- 
creased from  20.12  million  to  30.85 
million  and  the  percentage  of  stocks 
owned  by  individuals  increased  from 
88.98  in  1965  to  70.2?  in  early  1970. 
Institutions  and  nonindividuals  in  the 
same  five  years  saw  their  percentage 
of  all  stocks  owned  actually  decline 
from  28.6%  to  28.2%. 

It  is  true  that  the  percentage  of 
total  transactions  on  the  American 
Stock  Exchange  and  the  NYSE  put 
through  by  institutions  recently  has 
been  larger  than  the  percentage  of 
total  transactions  handled  by  individ- 
uals. The  NYSE  figures  that  institu- 
tions accounted  for  55.4%  of  the  num- 
ber of  shares  traded  and  61.6%  of  the 
total  dollar  turnover  in  the  first  half 
of  1969.  Of  late,  the  percentage  of 
business   done    by    institutions    may 
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have  been  a  little  larger  than  that.  It 
is  impossible  to  escape  the  conclusion 
that  the  institutions,  especially  some 
of  the  so-called  performance  funds, 
have  been  churning  their  stocks  faster 
than  individuals. 

I  don't  want  to  make  assertions  that 
I  canribt  prove;  but  it  is  my  observa- 
tion that  most  individual  portfolios 
(excluding  the  more  venturesome 
ones)  have  done  better  during  the 
past  18  or  20  difficult  months  than 
the  portfolios  of  the  performance  cult 
of  mutual  funds.  On  the  other  hand, 
I  know  of  some  bank  portfolios  which 
have  done  even  better  than  the  lists 
of  individuals.  Generally  speaking, 
portfolios  of  performance  mutual 
funds  have  been  turned  over  much 
faster  than  portfolios  of  the  more  con- 
servative funds— and  the  latter  have 
done  better. 

They  Try  Too  Hard 

There's  no  need  to  force  the  point 
too  far.  There  always  can  be  exceptions 
to  every  generalization;  and  readers 
know  that  I  am  prejudiced.  I  don't 
expect  the  so-called  performance 
funds  to  do  as  well  as  the  stock  mar- 
ket over  the  next  year  or  two.  The 
conservative  funds,  on  balance,  prob- 


ably will  do  about  as  well  as  the  DJI. 

One  reason  why  the  performance 
funds  won't  do  so  well  is  that  they 
will  try  too  hard,  and  that  they  will 
be  managed,  in  most  cases,  by  people 
who  must  "do  or  die."  In  the  stock 
market,  you  seldom  make  money  when 
you  must.  You  do  best  when  you  are 
relaxed.  Why?  I  don't  know.  I  only 
know  it  is  true. 

For  some  months,  of  course,  per- 
formance mutual  fund  activity  has 
been  abnormal.  This  is  explained  part- 
ly by  new  managements  replacing  old 
ones,  and  partly  by  realization  that 
the  funds  must  do  better  or  lose  their 
shareholders  through  liquidations. 

But  just  look  at  how  much  bigger 
the  potential  "individual"  market  for 
stocks  is  than  the  present  nonindivid- 
ual  market.  It  is  high  time  that  lead- 
ing stock  exchange  houses  take  note 
of  where  the  business  is.  To  a  con- 
siderable extent,  many  houses  have 
been  indifferent  about  70%  of  their 
potential  market  while  concentrating 
on  exploiting  30%  of  it. 

From  the  intraday  lows  of  May  to 
the  intraday  highs  of  mid-July,  the 
DJI  advanced  115.90  points,  or  about 
15%.  This  rise  represents  the  correc- 
tion of  a  badly  oversold  condition,  and 
relief  from  panic,  rather  than  any  big 
change  in  the  trade  and  earnings  out- 
look. The  big  change,  it  would  seem, 
is  in  the  money  situation.  The  Admin- 
istration and  the  Federal  Reserve  no 
longer  are  tightening  money  and  mak- 
ing it  more  expensive.  Bond  prices 
have  firmed  and  short-term  money 
rates  have  eased. 

I  have  always  marvelled  that  so 
many   investors   want   to   buy   stocks 
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when  all  is  rosy,  and  to  sell  them 
when  all  is  bleak.  It  makes  more  sense, 
it  seems  to  me,  to  buy  discouragement 
and  bad  news,  and  to  sell  good  news 
and  glowing  optimism. 

Consider  the  Airlines 

Right  now  perhaps  the  most  de- 
pressed and  most  liquidated  industry 
group  of  equities  is  found  in  the  air- 
lines. You  can  buy  100  shares  each  of 
ten  leading  air  transport  companies 
.for  about  $15,500.  In  early  April  the 
same  stocks  would  have  cost  about 
$25,000,  and  at  the  top  of  the  1966- 
68  boom  in  the  group  they  would 
have  cost  about  $78,500. 

The  industry  is  troubled  by  airport 
congestion,  rising  costs,  inadequate 
fares,  a  high  labor  load,  large  debts 
and  lower  seat  occupancy  (due  part- 
ly to  the  delivery  of  larger  planes ) .  It 
earned  about  $55  million  after  inter- 
est last  year.  It  may  not  earn  anything 
this  year.  On  the  surface,  there's  ev- 
ery reason  to  sell  the  airlines,  and  lit- 
tle reason  to  buy  them.  That's  a  pret- 
ty good  reason  to  give  them  a  serious 
look  as  purchase  candidates. 

Don't  overlook  the  huge  cash  flow 
of  the  air  transport  industry  because 
of  high  depreciation  on  planes.  Last 
year  American  Airlines  charged  off 
$94.7  million  for  obsolescence  and  de- 
preciation, Braniff  $27.5  million,  Con- 
tinental $34  million,  Eastern  $77.5 
million,  KLM  $28.4  million,  Delta 
$56.8  million,  National  $26.1  million, 
Pan  American  $106.2  million,  TWA 
$96.4  million  and  UAL,  Inc.  $142.1 
million.  Pan  American  officially  esti- 
mates cash  flow  in  1970  from  all 
sources  at  between  $175  million  and 
$200  million.  These  large  cash-flow 
items  make  it  much  easier  to  service 
debts;  and  the  large  debts  establish 
high  leverage  in  airlines  shares. 

I  regard  Delta  Airlines  (27)  as  one 
of  the  best.  It  has  a  comparatively 
small  debt  (the  total  is  about  four 
times  last  year's  depreciation),  a 
splendid  route  structure,  an  impres- 
sive record  and  a  good  management. 
With  other  airlines  complaining,  Del- 
ta recently  reported  increased  earn- 
ings and  ordered  a  higher  dividend. 
It  is  understood  that  Pan  American 
(9)  is  doing  much  better  and  the 
management  is  optimistic. 

McCulloch  Oil  (24)  now  has  four 
land  development  projects:  Lake  Ha- 
vasu,  Pueblo  West,  Fountain  Hills,  and 
a  new  one  in  the  Ozarks.  The  man- 
agement of  Federal  National  Mort- 
gage (36  after  the  4-for-l  stock  split) 
thinks  that  the  earnings  outlook  of  the 
company  has  taken  a  definite  turn  for 
the  better.  This  stock  is  my  high-lev- 
erage favorite.  The  trend  toward  lower 
short-term  interest  rates  is  a  boon  to 
Fanny  Mae.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Calamity  A  verted 


A  few  months  ago  we  faced  the 
danger  that  the  American  economy 
might  he  thrown  into  a  tailspin.  This 
would  have  been  lamely  the  result  of 
policies  intended  to  cool  it  off  and  to 
slow  down  the  pace  of  inflation  which 
threatened  to  get  out  of  hand.  By 
April  we  had  reached  a  point  where 
credit  had  become  not  only  frightfully 
expensive  hut  also  all  but  unavailable 
except  for  prime  borrowers;  and  cred- 
it, after  all,  is  the  lite  blood  of  a  free 
enterprise  system.  Fortunately,  the 
highly  restrictive  monetary  policy  was 
reversed  before  it  had  caused  irrepar- 
able damage 

If,  as  it  now  seems,  a  serious  calam- 
ity was  averted,  one  should  not  attrib- 
ute this  teat  exclusive!)  to  the  skill  and 
wisdom  ot  the  money  managers  iii 
Washington.  It  was  the  American  con- 
sumer who  kept  his  cool.  In  spite  ol 
huge  investment  losses,  which  may 
have  amounted  to  as  much  as  one- 
third  of  this  year's  gross  national  prod- 
uct, and  in  spite  ot  increasing  unem- 
ployment, consumer  spending  not  only 
was  well  maintained  hut  reached  new 
records  during  the  first  half  of  HJTO 
In  addition  to  keeping  up  his  spending, 
the  consumer  also  used  his  increased 
income  (resulting  from  higher  wage 
rates,  larger  social  security  benefits, 
lower  taxes,  etc.)  to  save  more  than 
ever,  apparently  motivated  by  tempt- 
ingly high  interest  rates. 

The  calmness  of  the  consumer  in  the 
lace  ol  threatening  clouds  on  the  eco- 
nomic horizon  has  been  characteristic 
of  all  post-World  War  II  recessions. 
The  explanation  is  simple:  An  ever 
smaller  percentage  of  the  working 
(and  money-earning  and  spending) 
population  remembers  the  agonies  of 
the  Thirties.  For  the  majority,  how- 
ever, it  is  a  history-book  event,  and  as 
they  cannot  imagine  that  it  could  ever 
happen  again,  they  are  not  afraid  of 
it— and  they  act  accordingly. 

A  Slow  Upturn 

Business  statistics,  so  far,  give  no 
indication  of  a  turnaround.  We  will 
have  to  expect  some  further  slippage 
in  production  and  an  increase  in  un- 
employment. But  the  so-called  leading 
indicators,  while  still  negative,  do  not 
suggest  a  deterioration  of  major  pro- 
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portions.  In  fact,  the  economy  may  be 
bottoming  out  in  this  quarter  and  turn 
up  gradually  towards  the  end  of  the 
year,  unless  a  long  automobile  strike 
interferes.  I  doubt  that  it  will  be  nec- 
essary for  the  Administration  to  do  any 
pump  priming.  The  consumer,  obvi- 
ously, needs  no  stimulation.  While 
residential  construction  remains  in  a 
slump,  the  growth  in  savings  will  in- 
crease the  supply  of  money  available 
for  mortgages.  Meanwhile,  the  build- 
ers of  mobile  homes  are  filling  the  gap 
to  provide  shelter. 

Inflation,  a  word  and  a  problem  of 
which  everyone  is  utterly  sick  and  tired 
by  now,  has  not  been  licked.  No  real- 
ist believes  in  miracles.  The  rate  of  in- 
flation, however,  appears  to  be  di- 
minishing. If  this  should  be  confirmed 
statistically  in  the  months  ahead,  Wall 
Street  would  welcome  this  as  much  as 
it  is  hoping  lor  an  end  of  the  Vietnam 
conflict  and  a  defusing  of  the  Near 
East  time  bomb. 

Needed:  Improved  Profitability 

The  stock  market  has  regained  its 
equilibrium.  We  have  had  a  normal 
summer  rally  and,  while  a  probing  of 
the  May  lows  is  still  possible,  I  don't 
expect  a  resumption  of  large  scale 
liquidation  and  indiscriminate  selling. 
Yet  we  must  ask  ourselves,  why  should 
the  market  be  bought  at  this  juncture? 
Whafwill  make  it  go  up? 

Reports  that  second-quarter  profits 
were  down  only  about  7%-8%  are  sta- 
tistically correct,  but  nevertheless  mis- 
leading. The  relative  earnings  stability 
of  a  number  of  corporate  giants  tends 
to  balance  the  extremely  severe  earn- 
ings declines  suffered  by  the  more 
cyclical  companies,  like  the  steels,  for 
instance.  How  soon  can  we  hopefully 
expect  to  see  an  improved  profitability 
of  such  companies?  I  would  consider 
this  a  pre-condition  for  a  sustained  and 
broad  market  recovery. 

The  transition  from  the  spending 
habits  during  periods  of  affluence  to 
the  frugality  required  in  leaner  years 
cannot  be  accomplished  overnight,  but 
belt-tightening  is  in  progress  in  all 
well-run  businesses  whose  profit  mar- 
gins are  suffering.  The  results  should 
become  apparent  before  long,  and 
when  the  general  economy  also  turns 
up,  the  improvement  will  be  cumula- 
tive. The  market  may  anticipate  the 


change  for  the  better  rather  than  wait 
until   all  the  evidence  has   come  in. 

The  Troubled  Airlines 

Hardly  any  other  major  growth  in- 
dustry has  caused  more  grief  for  the 
investor  than  air  transport.  All  the  ad- 
versities one  can  think  of  are  com- 
pounded for  the  airlines  industry:  It  is 
a  regulated  industry;  it  is  highly  com- 
petitive; it  is  labor  intensive;  it  suffers 
from  airport  congestion  causing  costly 
delays;  it  had  to  make  huge  capital 
investments  in  new  airplanes  before  its 
present  equipment  had  been  fully  de- 
preciated. This  year,  partly  as  a  result 
of  the  business  slowdown  and  partly 
because  of  the  introduction  of  the 
747s,  available  seats  increased  faster 
than  the  number  of  passengers.  This 
lowered  the  load  factor  at  a  time  when 
operating  costs  continued  to  rise. 
How's    that   for   a   bag   of    troubles? 

No  wonder  airline  stocks  have  taken 
an  awful  beating.  No  wonder  people 
are  concerned  over  the  solvency  of 
some  of  them.  However,  while  an  in- 
dividual company  may  be  expendable, 
the  air  transport  industry  is  not.  Its 
viability  is  absolutely  vital.  It  is  the 
Civil  Aeronautics  Board's  responsibil- 
ity to  make  sure  of  that. 

While  prices  of  everything  have 
spiraled,  air  fares  have  not.  Relatively 
speaking,  they  are  bargains.  In  order 
to  save  the  nation's  air  transport  in- 
dustry, an  increase  in  fares  will  be- 
come unavoidable.  In  certain  instances 
the  CAB  will  have  to  allow  mergers 
to  permit  the  more  economic  use  of 
facilities  and  equipment  and  to  elimi- 
nate inequities  of  present  routes. 

With  the  exception  of  Delta  Air 
Lines  and,  perhaps,  Northwest  Air- 
lines, airline  stocks  can  no  longer  be 
classified  as  "investments."  Now  we 
should  look  at  them  as  speculations, 
and  as  such  they  begin  to  have  ap- 
peal. The  expected  rate  relief  would 
make  the  strong  airlines  distinctly 
prosperous  while  helping  the  big 
transcontinental  trunklines— American, 
TWA  and  United—  get  back  into  the 
black.  Of  course,  this  is  a  speculative 
assumption,  but  is  it  unrealistic?  Also, 
is  it  imaginable  that  we  would  permit 
Pan  Am,  the  major  international  U.S. 
flag  carrier,  to  go  the  way  of  Penn 
Central?  There  are  ways  to  help  Pan 
Am  without  the  payment  of  subsidies, 
either  by  allowing  it  to  merge  or  by 
allowing  it  to  fly  within  the  U.S. 

Finally,  by  next  year  the  increase 
in  passenger  miles  should  be  greater 
than  the  increase  in  available  seat 
miles,  thus  improving  the  load  factor 
which  is  crucial  for  this  industry.  Once 
profitability  of  this  industry  has  been 
restored,  the  problem  of  paying  for  the 
new  747s  and  the  airbuses  will  be 
easier  to  solve.  ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Base-Building  Symptoms 


It  can't  be  much  longer  than  30  years 
ago  that  somebody  first  noticed  how 
ladies'  hemlines  had  a  way  of  follow- 
ing stock  prices  up  and  down.  The 
correlation  could  scarcely  have  been 
observed  before  the  bull/ bear  cycle  of 
the  Twenties  and  Thirties  was  com- 
plete; at  any  rate,  it  has  manifested  it- 
self very  obviously  again  during  the 
past  few  years.  The  rationale  presum- 
ably is  that  a  big  bull  market  encour- 
ages extravagance,  whereas  a  severe 
bear  market  promotes  more  modest 
living  styles.  Whether  skirt  fashions 
can  reliably  foreshadow  stock-price 
trends  is  another  matter.  To  be  sure, 
by  1968  hemlines  could  scarcely  have 
gone  much  higher.  But  now  that  they 
have  started  to  come  down,  I'm  un- 
willing to  assume  that  stock  prices 
won't  hit  bottom  until  skirts,  too,  are 
all  the  way  down  to  the  floor.  Nor,  as 
regards  stock  prices,  would  I  want  to 
go  along  with  the  two  ancient  gen- 
tlemen who,  in  a  magazine  cartoon 
some  months  ago,  bemoaned  the  drop 
in  hemlines  because  "they  will  not  go 
up  again  in  our  time."  On  the  con- 
trary, if  stock  trends  do  lead  fashion 
trends,  the  ladies  may  have  been  right 
in  not  going  all  out  for  midis  and  in 
holding  on  to  a  good  supply  of  minis. 

For  there  is  increasing  evidence 
that  the  broad  trend  of  the  overall 
stock-price  movement  has  stabilized 
and  that  its  short-term  fluctuations 
over  the  past  2%  months  have  (as  ex- 
pected here)  been  tracing  out  the 
sort  of  major  base  structure  wherein 
a  bear  market  can  be  arrested  and  re- 
versed. Only  a  month  ago,  I  found  it 
necessary  to  write:  ".  .  .  no  big  build- 
up of  latent  technical  strength  is  as 
yet  visible  in  most  of  the  areas  where 
it  should  appear  as  a  new  major  base 
unfolds."  At  that  time,  for  example,  a 
conclusively  successful  test  of  the  mar- 
ket's May  panic  lows  still  could  not  be 
recognized.  Nor  were  there  more  than 
tentative  indications  of  technically 
constructive  trends  among  short  sellers 
and  on  the  mutual-fund  sector.  De- 
cisive though  they  probably  were,  the 
only  tangibly  encouraging  "signals" 
then  available  had  come  from  the 
Federal  Reserve — a  marked  revival  of 
money  growth  since  early  in  the  year, 
a  cut  in  margin  requirements  last  May 
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that  substantially  replenished  specu- 
lators' potential  buying  power,  and 
some  dramatic  rescue  actions  that 
kept  the  money  market  from  going 
over  the  crisis  brink. 

Since  then,  however,  it  has  become 
indisputable  that  the  May  lows  were 
tested  successfully  last  month.  The 
Dow  held  some  6%  above  its  May  bot- 
tom, but  broader-based  indices  like 
the  New  York  Stock  Exchange  all- 
common  stock  composite,  fell  to  with- 
in about  3%  of  their  panic  lows  before 
staging  sizable  recoveries.  At  the  same 
time,  an  unweighted  comprehensive 
price  index  broke  its  May  low  by  less 
than  3%,  while  the  number  of  NYSE 
stock  issues  posting  new  1970  lows 
was  much  smaller  than  it  had  been 
when  the  panic  was  at  its  worst.  In 
these  and  other  respects  (Forbes, 
Aug.  1 )  the  test  was  both  satisfactory 
and  thorough. 

Short  Signal 

Since  then,  too,  it  has  become  clear 
that  the  rate  of  short  selling  by  odd- 
lot  traders  shifted  to  relatively  high 
levels  which  often  were  associated 
with  prolonged  periods  of  base  de- 
velopment after  sharp  price  collapses. 
Similarly,  round-lot  traders'  short  sales 
on  the  NYSE  averaged  nearly  2  million 
shares  weekly— an  extraordinarily  high 
volume— during  the  first  six  weeks  fol- 
lowing the  May  panic.  As  a  result,  the 
large  May-June  bulge  in  the  NYSE 
short  interest  was  preserved,  and  be- 
cause trading  activity  subsided  during 
the  reporting  period,  the  short-interest 
ratio  (to  average  daily  share  turnover) 
rose  from  1.36  for  June  to  1.97  for 
July.  Historically,  a  short-interest  ratio 
near  2.00  has  almost  always  had  tech- 
nically constructive  implications,  in 
the  sense  that  it  reflects  an  unusually 
high  volume  of  potential  demand  from 
speculators  who  eventually  must  buy 
stocks  to  undo  ("cover")  their  short 
positions.  Even  so,  July's  high  short- 
interest  ratio  was  probably  somewhat 
less  encouraging  than  it  might  seem 
because  it  stemmed  much  more  from 
a  drop  in  average  trading  volume  than 
from  a  rise  in  the  over-all  short  posi- 
tion. Nonetheless,  it  was  one  of  the 
technical  symptoms  one  traditionally 
looks  for  when  a  bear  market  presum- 
ably is  being  reversed. 

Perhaps  more  significant,  but  no  less 
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s\mptomatic  of  the  base-building 
process,  were  indications  that  surplus 
buying  power  in  the  hands  of  the  mu- 
tual funds  had  mounted  to  massive 
proportions.  At  the  end  of  June,  the 
funds'  collective  cash  reserves  stood  at 
a  record-high  11.4*?  of  their  total  net 
assets,  while  the  redemption  rate  of 
fund  shares  was  computed  at  7.3%  of 
average  net  assets  by  the  Investment 
Company  Institute.  If  defined  as  the 
excess  of  the  cash  ratio  over  the  re- 
demption ratio,  their  aggregate  side- 
lined bming-power  potential  was 
equal  to  some  SI. 6  billion,  about  dou- 
ble the  end-May  total  and,  by  past 
standards,  easily  high  enough  to 
prompt  the  funds  to  buy  common 
stocks  on  balance  at  least  during  fu- 
ture periods  of  price  weakness.  Pre- 
liminary indications  are  that  the  funds 
were  net  sellers  in  May.  when  the  mar- 
ket was  collapsing,  and  again  in  June, 
when  many  feared  that  the  collapse 
might  resume.  Having  narrowly  es- 
caped an  excess  of  redemptions  over 
sales  of  new  fund  shares  in  May,  the 
funds  can  probably  be  expected  for 
some  time  still  to  be  pretty  timid 
about  adding  to  their  common  stock 
holdings  and  to  continue  hoarding 
large  chunks  of  their  new-cash  in- 
flow. If  so,  their  excess  buying  power 
could,  before  too  long,  reach  dimen- 
sions that  might  set  the  stage  for  an 
institutional  buying  stampede. 

Underpinning 

In  all,  accordingly,  base-building 
symptoms  have  been  appearing  in  a 
reasonably  gratifying  manner,  pretty 
much  as  this  column  thought  they 
should.  Indeed,  under  more  normal 
conditions,  they  might  already  be  con- 
vincing enough  to  presage  an  immi- 
nent completion  of  the  new  base 
structure  and  the  resulting  emergence 
of  a  sustained  major  uptrend.  As  mat- 
ters stand,  however,  still  more  base 
development  and  further  intensifica- 
tion of  the  related  technical  character- 
istics may  have  to  materialize— mostly, 
I  suspect,  in  the  lower  700s  and  per- 
•  haps  also  in  the  upper  600s  of  the 
Dow.  One  reason  for  thinking  so  is 
that  investors  probably  need  a  good 
deal  more  time  to  recover  from  the 
paralyzing  shock  of  the  May  panic 
and  from  the  damage  done  by  the 
deepest  bear  market  in  over  a  genera- 
tion, particularly  in  face  of  a  threat- 
ened post-Labor  Day  automobile 
strike,  that  could  retard  a  general 
bottoming-out  of  the  economy  and  of 
the  downtrend  in  corporate  profits. 
For  the  stock  market  itself,  however, 
an  auto  strike  need  not  be  disastrous, 
inasmuch  as  the  resulting  business 
slack  could  serve  to  ease  money-mar- 
ket pressures  and  so  hold  down  inter- 
est rates.   ■ 
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AS  THEY  ALL  ARE 


not  one  of  these  stocks  should  be  held  or  bought  or  sold 

■  General  Motors 

■  American  Telephone 


Pan  American  Airways 

■  McDonnell-Douglas 

■  DuPont 

nor  should  any  one  of  the  other  1400  stocks 
under  weekly  evaluation  by  Value  Line 


Union  Carbide 
Standard  Oil  of  N.J. 
General  Electric 
U.S.  Steel 
Parke,  Davis 


until  you  check  Value  Line's  objec- 
tive determinations  of  what  relative 
price  changes  you  can  reasonably 
expect  of  each  — and  when. 

Value  Line's  70  research  specialists  de- 
vote their  full  time  and  energy  to  these 
questions.  Every  week  they  classify  all 
the  stocks  covered  the  year  round  by 
Value  Line  into  one  of  five  groups  indi- 
cating how  they  are  likely  to  perform  in 
the  market,  relative  to  the  others,  in  the 
next  12  months. 

The  five  groups  are  designated  I  (High- 
est), II  (Above  Average),  III  (Average),  IV 
(Below  Average),  and  V  (Lowest).  When 
Value  Line  rates  a  stock  I  (Highest)  for 
probable  year-ahead  market  perform- 
ance, it  means  simply  that  this  stock  is 
one  of  the  group  that  will  probably  go  up 
most  in  a  rising  market  or  down  least  in 
a  falling  market,  relative  to  the  stocks  in 
the  other  four  groups;  II  (Above  Average) 
stocks  will  do  better  than  III  (Average), 

III  better  than  IV  (Below  Average),  and 

IV  better  than  V  (Lowest). 

And  for  the  next  three  to  five  years,  the 
same  determinations,  from  I  down  to  V. 
And  for  dividend  income  in  the  next  1 2 
months,  the  same  ratings,  from  I  (High- 
est) down  to  V  (Lowest). 

NOTE:  Not  every  one  of  the  more  than 
1400  stocks  will  perform  in  the  market 
in  accordance  with  its  ratings.  But  such 
a  large  percentage  have  in  the  past,  for 


reasons  that  are  logical,  that  you  owe  it 
to  yourself  to  check  every  stock  that 
you  now  hold  or  are  thinking  of  buying 
or  selling  with  Value  Line's  objective  de- 
terminations of  probability. 

THE  COUPON  will  bring  you  for  the  term 
you  check— one  year  for  $167,  3  months 
for  $44,  or  4  weeks  for  $5— the  complete 
weekly  editions  of  The  Value  Line  Invest- 
ment Survey.  Each  edition  consists  of 
full-page  reports  and  ratings  on  about 
100  stocks,  the  24-page  Weekly  Summary 
of  Advices  &  Index,  and  the  8-page  Selec- 
tion &  Opinion  section... plus  the  month- 
ly Special  Report  on  insider  transactions 
and  quarterly  Special  Report  on  mutual 
fund  transactions,  as  issued. 

BONUS  •  With  the  annual  or  three-month 
subscription,  Value  Line  will  ship  to  you 
immediately  the  2-volume  Investors  Ref- 
erence Library  which- will  give  you  the 
latest  reports  on  all  stocks  that  have 
been  published  prior  to  your  subscrip- 
tion. During  the  subscription  period  all 
1400  reports  will  be  updated. 

MONEY-BACK   GUARANTEE:    If  you   are 

dissatisfied  with  Value  Line  for  any  rea- 
son, return  the  material  within  30  days 
for  a  full  and  prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who  have 
had  such  a  4-week  subscription  within  the 
past  six  months. 


□    ONE  YEAR-$167 
(52  EDITIONS) 


n3-MONTH  TRIAL-$44 
(13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus  — the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  □  Bill  me 


□ 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 
Send   me  a  4-week  intro- 
ductory subscription  to  the 
full  service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Signature 

Name  (please  print) 

Address 

AA16-64 

City 

State 

Zip, 

(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.  Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC.,  5  East  44th  Street  •  New  York,  N.Y.  10017 

(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 


T.  ROW E  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  tor  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


|  T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Oept.B 
Baltimore,  Md.  21201 

I  "— 


.Zip. 


Better 
Educated! 


People  in  our 

area  stay  in 

school  nearly 

2  years 

longer  than 

the  national 

average. 


UTAH  POWER 
&  LIGHT  CO. 

A  Growing  Company  in  the  Growing  West 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 

sCHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 
The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22Vi<  per  share 
on  the  outstanding  Common  Stock, 
payable  on  September  1,  1970,  to 
stockholders  of  record  on  August  10, 
1970.  The  transfer  books  will  not  close.' 
July  23,  1970. 

RAMSEY  E.  JOSLIN.  Vice  President 
and  Treasurer 

OIVISIONS  NATIONAL  DISTILLERS  PRODUCTS  CO. 
I  U.S  INDUSTRIAL  CHEMICALS  CO. 
t  BRIDGEPORT  BRASS  CO. 

ALMADfN  VINEYARDS,  INC  •  TEXTILE 
'  INTERNATIONAL 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


More  Credits  Than  Debits 


As  I  view  it,  the  question  facing  to- 
day's security  buyer  goes  deeper  than 
an  attempt  to  set  a  precise  time  for 
the  start  of  the  next  major  bull  market. 
There  are  at  least  two  barriers  to  a 
new  all-inclusive  upswing  reminiscent 
of  the  automatic  rebounds  of  the  Six- 
ties. One  is  the  prospect  that  the  econ- 
omy may  have  entered  a  new  and 
slower  period  of  overall  growth;  the 
other  is  the  lack  of  a  strong  national 
sense  of  forward  momentum.  Thus, 
the  really  important  question  is  wheth- 
er the  tide  has  run  out  on  the  unusual 
convergence  of  unpleasantness  that 
marked  the  first  half  of  1970.  I  think 
it  has. 

Illustrative  of  the  point,  I  believe 
the  two-month-old  upturn  in  the  bond 
market  could  have  far-reaching  con- 
structive implications  in  that:  1)  It 
spells  a  lessening  of  inflationary  ex- 
pectations and  reflects  a  decline  in 
world  commodity  prices  that  will 
later  slow  the  cost-of-living  uptrend. 
2)  It  supports  my  belief  that  the  wide- 
ly publicized  liquidity  squeeze  can  be 
more  an  isolated  than  a  wholesale  con- 
dition—that it  will  not  lead  to  an  ac- 
cumulation of  financial  difficulties.  In 
other  words,  I  doubt  that  the  tempo- 
rarily stalled  bond  market  rally  would 
have  occurred  if  the  economy  had  tru- 
ly "run  out  of  money."  And  an  upturn 
in  bond  prices  is  a  historical  requisite 
for  a  lasting  upturn  in  stock  prices. 

In  a  somewhat  similar  vein  of 
thought,  I  believe  the  arguments  for 
expecting  a  modest  upturn  in  business 
to  start  in  coming  months  are  still  val- 
id. And  even  modest  improvement 
could  be  significant  to  a  stock  market 
that  has  declined  so  sharply— partic- 
ularly when  the  physical  volume  of 
business  holds  the  key  to  solution  of 
many  of  today's  problems,  whether  it 
be  the  decline  in  corporate  earnings 
(which  now  may  be  bottoming)  or 
the  liquidity  pinch  (which  on  long 
view  has  some  self-correcting  aspects). 

My  hope  for  what  might  be  char- 
acterized as  neither  a  boom  nor  a  bust 
economy,  but  one  with  an  upward 
bias,  rests  on  three  considerations:  1) 
As  is  indicated  by  higher  July  auto- 
mobile production  than  a  year  ago 
and  a  relatively  satisfactory  level  of  re- 
tail   sales,     1971-model-year    volume 
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should  better  this  year's  pace.  2)  With 
•consumer  savings  high— income  being 
boosted  by  lower  tax  rates— fourth- 
quarter  buying  intentions  up,  it's  in- 
teresting to  note  that  an  upturn  in  con- 
sumer demand  often  led  past  reces- 
sion recoveries.  3)  Not  only  will  the 
coming  downtrend  in  industry's  capi- 
tal spending  later  increase  the  avail- 
ability of  mortgage  money,  but  there 
already  are  signs  that  the  residential 
building  cycles  have  turned  for  the 
better. 

Apropos  of  the  foregoing,  I  have  a 
strong  suspicion  that  the  residential 
building  stocks  will  be  the  next  "vogue 
group."  For  one  thing,  the  housing  in- 
dustry's classical  pattern  is  that  of  de- 
clining before  the  general  economy 
peaks,  and  then  turning  up  before  the 
general  trough  is  reached.  Second, 
various  money  and  credit  statistics  in- 
dicate that  the  mortgage  market  will 
ease  in  coming  months,  and  already 
has  in  some  parts  of  the  country. 
Third,  my  checks  indicate  that  the 
annual  rate  of  housing  starts  this  com- 
ing winter  could  be  roughly  at  a  1.7- 
million  annual  rate  against  about  1.2 
million  in  May  and  1.3  million  in  June. 
Whatever  the  rate  proves  to  be,  it 
won't  mean  much  for  1970  earnings. 
But  it  could  set  the  stage  for  a  very 
satisfactory  1971,  and  this  is  what 
serious  security  buyers  will  think- 
about  now. 

Good  Prospecfs 

To  put  it  a  little  differently,  the  be- 
neath-the-surface  evidence  supports 
my  first  observation.  For  example, 
there  has  been  an  encouraging  flow  of 
savings  into  the  savings  and  loan  asso- 
ciations, and  the  improvement  in  the 
bond  market  should  be  the  forerunner 
of  lower-cost  mortgage  money.  While 
there  are  some  negatives  as  well- 
such  as  the  fact  that  a  larger  number 
of  families  have  been  priced  out  of 
the  market— it  nevertheless  seems  to 
me  that  the  residential  building  indus- 
try has  better-than-average  prospects 
for  1971  and  later.  My  particular  fa- 
vorites are  such  stocks  as  American- 
Standard,  First  Charter,  Johns-Man- 
ville,  etc. 

In  addition,  I  think  it  significant  to 
note  that  a  number  of  companies  will 
do  surprisingly  well  this  year,  not- 
withstanding a  decline  in  aggregate 
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PHELPS 
DODGE 


140th    CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  52V2t  per  share  on 
its  capital  stock,  payable  Sep- 
tember 10,  1970,  to  stockholders 
of  record  at  the  close  of  busi- 
ness on  August  21,   1970. 

R.   D.   BARNHART, 

Treasurer. 

New  York,  N.  Y. 
July  29,  1970 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Slock  Dividend  No.  126 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable  Sep- 
tember 14,  1970  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  August  31, 1970. 


PETER  C.  SMITH 

Vice  President  and  Secretary 

Dated:  |uly31.  1970 
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DIVIDEND  NOTICE 

More  than  822,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  90c*  per  share  declared 
July  29,  1970  and  payable  Sep- 
tember 10,  1970  to  shareholders 
of  record  August  12,  1970. 

1970  is  the  88th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(New  Jersey) 


Cssa 


corporate  earnings.  Some  even  have 
the  potential  of  special  forces  "out- 
side" of  the  business  cycle  that  could 
make  for  a  fairly  dramatic  1971. 

For  example,  although  1970  is 
what  might  be  termed  a  transition 
year  in  the  backbone  businesses  of 
Cooper  Industries  ( now  selling  around 
26,  paying  S1.40),  this  generalization 
can  obscure  three  significant  consid- 
erations: 1)  Sales  nevertheless  may 
reach  a  record  $200  million  and  prof- 
its rebound  to  the  $3-per-share  level 
from  last  year's  $2.47  per  share.  This 
because  of  continued  growth  in  the 
company's  hardware  and  tools  divi- 
sions, which  contributed  29%  of  last 
year's  sales,  41%  of  before-tax  earn- 
ings. 2)  Although  demand  for  com- 
pressors, pumps  and  engines  has  been 
below  earlier  peaks,  this  has  been 
partly  offset  by  a  growing  parts-and- 
services  business  that  now  is  larger 
than  actual  product  sales  to  the  gas 
transmission  and  oil  and  gas  produc- 
tion areas.  3)  The  probability  that  we 
are  on  the  threshold  of  a  major  boom 
in  natural  gas  transmission  line  con- 
struction points  up  the  fact  that  the 
company  is  by  far  the  leading  manu- 
facturer of  gas  compressors. 

A  Matter  of  Time 

Similarly,  I  think  it  an  oversimplifi- 
cation to  dismiss  the  prospect  that 
Williams  Bros,  (around  26)  this  year 
may  duplicate  1969*s  fully  diluted  earn- 
ings of  $2.80  per  share  on  the  grounds 
that  they  reflect  a  nonrecurring  factor. 
True,  the  company's  investment  in- 
come will  just  about  double  this  year 
and  this  increase  compensates  declines 
in  operating  areas.  But  the  bulk  of  op- 
erating profits  comes  from  the  com- 
pany's pipeline  business,  whose  profits 
should  reach  a  new  record  in  1970, 
and  which  is  expected  to  grow  at  a 
better-tKan-10%  annual  rate.  More- 
over, with  the  pipeline  construction 
backlog  now  building  up,  a  sharp 
profits  recovery  is  likely  in  this  divi- 
sion in  1971  and  1972.  There  are 
more  large  construction  projects  on  the 
horizon  than  in  the  industry's  history. 

In  a  sense,  time  might  be  the  mar- 
ket's greatest  problem.  For  example, 
it  will  take  perhaps  two  months  before 
all  the  evidence  is  in  with  respect  to 
the  scope  of  the  fall  business  upturn— 
a  prospect  whose  vulnerability  lies 
chiefly  in  its  popularity.  But  time  also 
can  be  one  of  the  market's  hidden 
strengths  in  that  the  longer  today's 
worst  fears  aren't  realized,  the  less 
likely  they  are  to  become  reality.  This 
in  itself  can  encourage  individual  is- 
sue demand  in  that  no  one  waits  in- 
definitely for  the  other  shoe  to  drop 
when  the  going  price  level  is  in 
tune  with  current  realities.  And  I 
think  it  is.   ■ 
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INVESTMENT  ADVISORY  SERVICE 
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All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes    on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hills,  Mass.  02181,  Dept.   F-309 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Naitw 


Street  8.  No.. 


City. 


.State. 


-Zip. 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 
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Now... no  load 

Hedberg  &  Gordon  Fund 

strives  for  possible 

growth  of  capital. 

No  sales  charge. . .  a 

full-dollarvalue 

in  shares  for  every 

dollar  invested. 

Minimum  initial 

investment:  $500. 


Hedberg 
&  Gordon 
Fundi  S"- 

Tel.  (215)  647-2900 

Please  send  free  Prospectus. 

Name 

Address 


Keogh  Plan 
available 

F-8-15 


-Zip. 


Invest  in 

Ooer-The-  Counter 
Securities  Through 
A  Mutual  Fund 


OVER-THE-COUNTER 
SECURITIES  FUND,  Inc. 


Founded  1955 
is  the  first  Mutual  Fund  in- 
vesting exclusively  in  over- 
the-counter  securities.  The 
primary  objective  is  pos- 
sible CAPITAL  GROWTH. 

Free  Prospectus  and  Fact 

Folder  (Keogh  Plan  available) 

Section  A 

Review  Management  Corp. 

Managert  and  Distributors 
Oreland,  Pennsylvania  19075 
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Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  ita 
meeting  held  on  July  16,  1970,  de- 
clared a  regular  quarterly  dividend 
of  forty-seven  and  one  half  cents 
(47^  c)  per  share  on  the  Corpora- 
tion's Common  Stock.  This  dividend 
is  payable  August  31,  1970  to  stock- 
holders of  record  July  31,  1970. 

LEROY  J.  SCHEUERMAN 

Secretary  and  Treasurer 

central  and  south  west 
Corporation 

Wilmington,  Delaware 


STOCK  TRENDS 

By  Myron  Simons 


Strategies  For  A  Comeback 


If  the  stock  market  has  really  be- 
gun its  road  to  recovery— and  I  think 
that  it  has— what  kind  of  a  pattern 
can  we  expect?  Lets  look  at  what 
happened  after  the  bear  markets  of 
1962  and  1966.  From  July  31,  1962 
(not  quite  the  low,  but  close  to  it)  to 
Feb.  1,  1963,  the  Dow  Jones  indus- 
trial average  went  from  591  to  almost 
683,  an  advance  of  over  90  points.  In 
the  next  six  months  the  average  ad- 
vanced slightly  to  695.  Only  then  did 
it  begin  its  long  upward  sweep  to  al- 
most 1000  in  late  1965.  In  the  1966 
bear  market  the  Dow  in  October 
stood  at  758,  only  about  20  points 
above  the  low.  In  the  next  six  months 
it  rose  a  little  over  100  points  to  860. 
Then,  three  months  passed  with  hard- 
ly any  change  before  a  strong  ad- 
vance was  resumed.  In  both  cases,  the 
first  six  to  eight  months  of  the  recov- 
ery went  pretty  fast,  and  then  a  lull 
set  in. 

But  1962's  recovery  stocks  were  not 
1967's.  In  1962-63,  the  automotive 
and  chemical  portions  of  the  Dow  rose 
dramatically,  but  in  1966-67  they  ad- 
vanced only  moderately.  The  heroes 
of  1966-67  were  the  metals,  which 
were  relatively  quiet  in  the  1962  ad- 
vance. IBM  and  Xerox,  not  in  the 
Dow,  moved  sharply  in  1966-67,  but 
not  in  1962-63. 

What  can  we  expect  this  time? 
How  can  you  take  advantage  of  the 
coming  recovery?  There  are  two  prob- 
lems to  face.  First,  at  the  early  stages 
of  a  recovery  it's  hard  to  be  sure  that 
it's  real  and,  therefore,  hard  to  be 
courageous.  Second,  after  a  long  bear 
market  most  of  us  have  stocks  that  are 
down  drastically,  and  it's  not  easy  to 
find  enough  cash  to  make  substantial 
new  investments.  The  first  problem  is 
psychological.  The  second  one  is  a 
matter  of  dollars  and  cents. 

Assuming  you  can  overcome  the 
psychological  problem,  what  do  you 
do  for  money?  Obviously,  it's  impor- 
tant to  replan  investment  strategy. 
Don't  hold  stocks  just  because  they're 
selling  at  a  fraction  of  their  once- 
upon-a-time  price.  That  could  be  the 
worst  reason.  Make  sure  that  every 
stock  you  own  represents  your  best 
thinking  about  the  stock  market  you 
expect  for  the  next  six  months  or  year. 

Mr.  Simons  is  a  partner  with  the  NYSE  firm  of 
F.I.  duPont,  Glore  Forgan  &  Co. 


But  don't  dump  stocks  that  are  way 
down  if  their  prospects  are  still  good. 
If  a  complete  change  in  portfolio  is 
too  hard  to  face— or,  if  you're  not  sure 
you  trust  the  market  as  yet— look  at  a 
couple  of  alternate  strategies. 

First,  there  are  convertible  bonds. 
A  number  sell  to  yield  7%  or  more. 
Not  as  good  a  return  as  you  can  get 
from  a  nonconvertible  bond,  but  much 
better  than  that  of  most  common 
stocks.  And  they  are  exchangeable, 
at  the  holder's  option,  into  shares  of 
common  stock.  True,  in  most  cases  the 
stocks  have  to  go  up  a  fair  amount 
before  it's  worthwhile  to  convert  into 
common  stock.  But  the  bonds  give  the 
extra  safety  of  a  prior  position  and  a 
high  yield,  as  well  as  a  possible  play 
on  the  common  stock. 

Risky  but  Interesting 

A  second  alternative  is  to  buy  calls 
on  stocks  that  you  feel  can  participate 
fully  in  an  advancing  market.  A  call 
is  an  option  to  buy  100  shares  of  a 
stock  sometime  in  the  future  at  a  pre- 
arranged price— generally  the  market 
price  when  you  first  buy  the  option. 
It  can  be  exercised  at  any  time  during 
its  life,  and  the  price  is  reduced  by 
dividends  or  rights  that  have  been 
paid  while  you  own  it.  I  think  that  six- 
month  calls  are  the  best  ones  to  con- 
sider right  now  because  that  gives 
enough  elbowroom  for  the  market  to 
get  going  in  its  potential  recovery. 
The  premium  paid  for  a  call  is  not 
fixed;  it  varies  with  the  volatility  and 
popularity  of  the  stock.  As  a  rule  of 
thumb,  figure  that  six-month  calls 
cost  15%-17%  of  the  value  of  the  stock; 
the  cost  is  higher  for  very  volatile 
stocks  and  lower  for  blue  chips. 

Let's  face  it:  Calls  are  risky.  The 
big  disadvantage  is  that  they  can  ex- 
pire before  the  stock  moves  up,  and 
you  can  lose  the  entire  premium.  Calls 
are  speculative,  but  they  do  have  ad- 
vantages. For  example,  it's  sometimes 
better  to  take  a  loss  than  to  sit  with  a 
stock  that  goes  down,  down,  down. 
Options  can  be  an  interesting  tool  for 
a  part,  a  small  part,  of  your  stock- 
market  money. 

Calls  have  two  great  advantages. 
First,  you  can't  lose  more  than  the 
premiums  you've  paid.  And  if  the 
stock  doesn't  go  up  enough  for  you  to 
make  a  profit,  you  don't  have  to  ex- 
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ercise  your  option.  Second,  you  can 
get  a  lot  of  mileage  for  your  money. 
If  you've  paid  15%  for  a  call  on  a  stock 
which  goes  up  30%.  you've  doubled 
your  money  (minus  commissions) . 

Before  playing  with  calls,  make  sure 
you  understand  the  risks.  The  best 
way  to  use  them  is  for  rounding  out 
your  portfolio.  For  example,  to  add  a 
commitment  without  disturbing  the 
rest  of  your  portfolio:  or  to  speculate 
on  an  advance  in  the  market  without 
committing  your  cash  reserves.  In  buy- 
ing calls  remember  this:  You  can  very 
easily  lose  everj  cent  you  put  into 
them;  don't  put  more  than  a  small 
fraction  of  your  available  capital  into 
calls.  And  don't  buy  them  unless  you 
are  convinced  that  the  stock  is  pretty 
certain  to  move  fairly  fa^t. 

Don't  feel  that  just  because  calls 
don't  require  as  lame  an  investment 
as  a  purchase  of  the  stock,  that  you 
should  buy  them  by  the  dozen. 

One  of  the  interesting  things  about 
options  is  that  they  cause  you  to  pin- 
point your  objectives,  You  know  in 
advance  how  much  you  are  risking. 
Can  the  stock  go  up  enough  in  the 
next  six  months  to  make  you  a  good 
enough  profit  to  justify  the  risk?  Once 
you  consider  the  risk  VS.  the  reward, 
it  becomes  apparent  that  it's  not  only 
the  "highflyers"  that  you  can  benefit 
from.  If  you  pay  12%  for  a  call  on  a 
stock  that  goes  up  24%,  your  percent- 
age is  |ust  as  good  as  it  you  have  a 
more  volatile  stock  that  goes  up  34%, 
if  you've  had  to  pay  17%  for  the  call. 

Stocks  with  a  Future 

Let's  come  back  to  the  stocks  that  I 
think  will  do  well.  Remember,  that  I'm 
looking  for  a  market  ot  anticipation. 
I  think  that  the  economy  that  emerges 
from  the  present  recession  will  put 
particular  stress  on  meeting  the  social 
needs  of  our  population— particularly 
in  the  areas  of  housing,  pollution-con- 
trol and  health  products.  In  the  hous- 
ing group,  I  like  Evans  Products 
(35),  Sheru iu-W'illiams  (34),  Mason- 
ite  (37),  and  Wickes  (28).  The  pol- 
lution-control business  will  be  shared 
by  many  companies,  but  those  already 
in  the  field  should  certainly  benefit. 
Among  those  that  seem  attractive  are 
Joy  Manufacturing  (41),  Research- 
Cottrell  (26)  and  General  Signal 
(45).  Pfizer  (29),  Richardson-Mer- 
rell  (50)  and  Becton-Dickinson  (32) 
should  benefit  from  any  heavy  ex- 
penditures in  the  medical  field. 

Not  everybody  should  deal  in  call 
options,  but  every  investor  should  be 
doing  constructive  thinking  about  how- 
to  participate  in  the  coming  recovery. 
The  important  thing  is  this:  Don't  let 
the  losses  of  the  past  year  traumatize 
you  into  inaction  just  when  the  trend 
is  about  to  reverse.   ■ 
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260th  COMMON  DIVIDEND 


A  regular  dividend  of  Fifty-two  and  One-half  Cents  (52V40 

per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.  payable  in  cash  on  September  1, 

1970,  to  stockholders  of  record  at  the  close  of  business 

August  10,  1970.  Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  President  and  Treasurer 

July  28, 1970 

OPERATING  UNITS: 
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Sunshine  Biscuits,  ™c. 


VISIBLE      RECORDS.  INC. 


DUFFY -MOTT   COMPANY,  INC. 


AMERICAN  BRANDS,  INC..  245  PARK  AVENUE.  NEW  YORK.  NY,  10017 


Which  Stocks  are  the 

Odd-Lotters  SELLING? 

Are  these  the  stocks  to  BUY? 

Dramatic  'selling  by  odd-lot  traders  may  not 
necessarily  register  a  buy  signal.  Yet  many 
astute  investors  believe  it  is  important  to  check 
the  odd-lot  sales- to-purchase  ratio  on  certain 
selected  stocks  before  making  specific  commit 
men  Is  on  these  issues. 

If  you  believe  that  an  Odd-Lot  Balance  Index 
on  ion  selected  common  stocks  might  be  a  valu- 
able adjunct  to  your  investment  decisions,  you 
will  be  interested  in  consulting  the  continuing 
survey  of  moving  average  ratios  featured  in 
each  comprehensive  8-page  issue  of 


INVESTORS  INTELLIGENCE 


In  addition,  you  see  the  Market  Outlook 
Consensus  of  the  leading  Investment  Services. 
You  also  get  a  trend  analysis  of  Industry 
Groups;  the  10  strongest  stocks  on  the  New 
York  Stock  Exchange;  technical  analysis  of  the 
DJIA;  performance  ratings  on  No-Load  Funds; 
many  other  pointed  comments  and  condensa- 
tions from  private  newsletters  and  the  financial 
press. 

TWO  MONTH  TRIAL— $10.00 

Receive  4  complete  reports,  sent  First  Class 
Mail  every  other  Friday.  For  your  two-month 
trial  subscription  which  will  help  you  in  your 
investment  decisions  in  this  selective  market, 
•send  $10.00  check  to: 

INVESTORS  INTELLIGENCE 

Dept.  F-55,  2  East  Avenue 
Larchmont,  N.Y.  10538 

N.Y.  State  residents  add  applicable  tax 
N.Y.  City  residents  add  6%  tax. 


William  Blair  &  Company 

is  investment  adviser  to 


Growth  industry  Shares 


For  GIS  prOSpeCtUS  mail  coupon 


Growth  Industry  Shares.  Inc.  Rm.  2903 
135  S.  LaSalle  St.,  Chicago,  III.  60603 

Name . 


Address- 
City 


__State_ 


-Zip. 
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NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 
100%  of  your  money 
invested  in  stocks 
PROFESSIONALLY  SELECTED 
for  growth  possibilities 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  aerospace 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


APPROVED  MODEL 
CORPORATE  PROFIT 
SHARING  PLAN 


I 

I 
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RALPH  E.  SAMUEL  I  CO.,  Distributer 

Members  N.Y.  Stock  Exchange 

55  Broad  St..  New  York  10004  Dept.  F 

(212)  344-5300 

Please  send  me  the  Free  prospectus 

and  literature  on  ENERGY  FUND. 


NAME 

ADDRESS. 


Consecutive  dividend 
payments  since  1937 

Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas 

Increased 
Quarterly  Dividend 
450  per  Common  Share 

(formerly  400  per  share) 

Payable  September  15, 1970 
Record  August  31,  1970 
DeclaredJuly22, 1970 

Cyril  J.  Smith 
Secretary 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 
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ABRAHAM  &  CO. 

Members  New  York  Stock  Exchange 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 


READERS  SAY 


(Continued  from  page  11) 
imbalance  of  competition  with  the  penal- 
ties which  that  invokes.   We  have  been 
talking   informally   with  -several   airlines, 
but  have  not  begun  formal  merger  talks. 
While  we  do  need  a  remedy  to  enable 
us  to  compete  on  a  realistic  basis,  we  are 
also    putting    our    own    house    in    order, 
pointing  toward  a  return  to  profitability. 
— N.E.  Halaby 
President, 
Pan  American  World  Airways 
New  York,  N.Y. 

The  Name  Is  .  .  . 

Sir:  Re  Four  Seasons  Nursing  Homes 
and  the  $4-million  unsecured  loan  to 
Four  Seasons  by  "the  Ohio  State  pension 
fund"  (Forbes,  July  15).  For  your  in- 
formation, there  is  no  "Ohio  State  pen- 
sion fund."  There  are,  four  statewide 
public  retirement  systems  in  Ohio:  the 
Public  Employees  Retirement  System, 
the  State  Teachers  Retirement  System, 
the  Police  &  Firemen's  Disability  &  Pen- 
sion Fund  and  the  School  Employees 
Retirement  System.  Only  the  School  Em- 
ployees Retirement  System  is  involved 
with  Four  Seasons  and  Crofters. 

—Fred  L.  Schneider 

Executive  Director, 

The  Public  Employees 

Retirement  System  of  Ohio 

Columbus,  Ohio 

Lack  of  Diplomacy  or  Vodka? 

Sir:  In  Forbes  (Fact  ir  Comment, 
July  15)  you  mentioned  a  remark  made 
by  Commercial  Credit's  Donald  S.  Jones 
concerning  the  "advantages"  of  a  noon- 
time Vodka.  Since  Vodka  is  the  national 
drink  of  the  USSR,  our  Russia  watchers 
should  be  aware  of  the  fact  that  absurd 
statements  made  by  their  spokesmen  may 
well  be  made  after  a  midday  swallow  of 
their  odorless  refreshment. 

—John  J.  DiFazio 
Detroit,  Mich. 

About  That  Man 

Sm:  All  too  frequently  Malcolm 
Forbes'  expressed  views  are  myopic  with 
a  depth  perception  charitably  character- 
ized as  subcutaneous. 

—Cameron  K.  Wehringer 
New  York,  N.Y. 

We  Should  Be  One  of  Two 

Sir:  In  the  June  15  issue  on  page  47 
you  list  some  statistics  about  a  few  com- 
panies under  different  classifications.  Un- 
der "Drugs  &  Chemicals"  Johnson  & 
Johnson  and  Becton  Dickinson  are  listed. 
American  Hospital  Supply  Corp.  as  of 
Dec.  31,  1969  had:  cash  flow  of  $30  mil- 
lion, revenues  of  $446  million  and  to- 
tal assets  of  $339  million.  It  seems  to 
me  that  if  you  are  going  to  pick  two 
companies  in  our  particular  segment  of 
the     health     industry,     American     Hos- 
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Weekly  Service  is 
Completely  Computerized 

This  up-to-the-minute,  accurate  report 
covers  ALL  NYSE  AND  ASE  STOCKS.  The 
CHARTCRAFT  WEEKLY  SERVICE  is  pro- 
grammed to  give  you  complete  3  box  reversal 
point  and  figure  Information. 

.  You  get:  Full  Name  of  Stock  •  Reference 
Point  (Last  Entry  on  Chart)  •  Recordable 
"Price  Changes  (Daily  Price  Changes)  •  Buy 
or  Sell  Signals  •  Price  Objectives  •  Stop- 
Loss    Points    •     Relative    Strength    Figures 

CHARTCRAFT  also  gives  you  a  complete 
analysis  of  the  Dow-Jones  Industrial  Average 
plus  an  Immediate  Trend  Report  for  both  the 
NYSE  and  ASE  stocks.  In  each  issue  we  present 
charts  of  those  individual  stocks  which  we  con- 
sider to  be  "Selected  Trading  Opportunities." 

You  get  clear,  unhedged  advice  when  you 
subscribe  to  the  Chartcraft  Weekly  Service. 
We  may  not  be  right  all  the  time,  but  you 
don't  have  any  "lfs.  ands  or  buts"  when  we 
tell  you  the  market  is  going  up  or  down.  You 
can  compare  your  holdings  to  our  report  to 
check  price  objectives  and  stop-loss  points- 
buy  and  sell  signals.  See  what  the  P  &  F 
charts  say  about  your  stocks. 

Chartcraft  Is  one  of  the  largest  Point  and 
Figure  Service  Publishers  in  the  country,  serv- 
ing both  the  trader  and  investor  with  precise 
market  information  for  over  23  years. 

4   WEEK  TRIAL  AND  CHARTCRAFT 

METHOD  BOOK  ONLY  $12.50 

When  you  take  a  4-week  trial  subscription 
to  the  CHARTCRAFT  WEEKLY  SERVICE  we 
will  also  send  by  First  Class  Mail — as  a  bonus 
— the  128-page,  best-selling  Chartcraft  Method 
Book.  (This  book  regularly  sells  for  $3.95)  The 
complete  package  is  only  $12.50.  Just  send  your 
check  today— $12.50  for  a  4-week  trial  plus 
method  book  to — Chartcraft.  Inc.,  Dept.  F-181, 
1  West  Ave..  Larchmont,  N.Y.  10538. 

N.Y.  State  retidents  add  applicable  tarn 
N.Y.  City  retidents  aid  «% 


This  may  be 
your  last  chance 
to  get  up  off 
your  big  fat 
complacency. 


Try  this.  Pick  out  one  of  our 
United  Way  agencies.  Go  out  into 
the  field  with  its  workers.  See  for 
yourself  the  very  real  needs  of  the 
people  it  serves.  The  new  and 
growing  urgency  of  their  problems. 

Take  a  good  hard  look  at  the  new 
things  that  the  agency  is  doing  to 
solve  these  problems.  The  new 
approaches.  The  new  programs. 
The  new  money  they  take. 

Then,  when  you  pledge  your 
Fair  Share,  you're  bound  to  make 
it  bigger.  You  will  remember  the 
faces  and  voices  of  those  you 
are  helping. 

If  you  don't  do  it,  it  won't  get  done. 


->!£■£ 


advertising  contributed  tor  the  public  good 
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pital  Supply  would  be  one  of  the  two. 
*•  —Foster  G.  McGaw 

Founder, 

American  Hospital  Supply  Corp. 

Evanston,  111. 

Something  for  Everyone 

Sir:  I  thought  you  might  appreciate 
the  fact  that  Forbes  obviously  covers  a 
wide  range  of  readers. 

—Carl  H.  Cather  Jr.,  M.D. 
Morgantown.  W.Va, 


It  Has  Been  Suggested 

Sir:  Re  the  suggestion  that  senators 
and  representatives  have  a  mandatory 
retirement  age  (Fact  6  Comment,  juhj 
1).  Representative  Dave  Martin  of  Ne- 
braska [has  submitted  al  bill  which  pro- 
vides that  DO  individual  max  lie  seated 
as  a  representative  after  attaining  the 
age  of  70  or  as  a  senator  after  attaining 
the  age  of  69.  If  we  could  also  corral 
the  judiciary  under  these  limitations  and 
have  it  successfully  passed  into  law,  I 
would  be  the  first  to  credit  you,  the 
prestigious  hankers,  and  or  Dave  Martin. 
I  am  a  commercial  pilot  and  by  Federal 
Aviation  Agency  regulation,  I  am  put 
out  to  pasture  at  the  age  of  60. 

—William  J.  Rankin  Jr. 
San  Francisco.  Calif. 

Searching  for  a  Better  Answer 

.Sir:  May  I  point  out  something  that  I 
think  is  wrong  with  your  proposal  to  shoot 
the  tires  of  hijacked  aircraft  ( Fact  &r 
Comment,  July  15).  To  date  several 
flight  crews  have  been  able  to  persuade 
these  "kooks"  to  allow  them  to  land  and 
refuel  when  necessary.  This  allowed 
them  to  safely  complete  their  flights,  and 
resulted  in  nothing  more  than  inconve- 
nience to  their  other  passengers.  It  would 
be  disastrous  for  any  of  us  to  have  to 
ditch  at  sea  because  we  were  not  al- 
lowed to  land  for  fuel. 

— M.F.  Pearson 

Captain, 

United  Air  Lines 

Sparta,  N.J. 

Sir:  I  operate  on  the  assumption  that 
many,   if   not  most,   plane   hijackers   are 


ANNOUNCING: 

AN  OFFERING  OF  SHARES  OF  THE 

ROWE  PRICE 

NEWHORIZONS 

FUND,  INC. 

This  NO-LOAD  mutual  fund  suspended  sale  of  new  shares 
to  the  general  public  on  October  17,  1967. 

As  described  in  its  current  prospectus  an  additional  number 
of  shares  approximating  2,000,000  are  now  being  publicly 
offered.  The  Fund  reserves  the  right  to  terminate  the 
offering  without  notice. 

For  prospectus  and  further  information  write: 


Rowe  Price  New  Horizons  Fund,  Inc.  Dept.  C 
One  Charles  Center      Baltimore,  Maryland  21201 

Name 


(Initial 

Minimum  Subscription 

$2,500.) 


Address. 
City 


.State. 


Zip. 


Thii  announcement  ii  nciihci  an  offer  io  sell  nor  a  felicitation  of  jh  offer  io  buy  these  setun 
The  offer  [|  nude  onl>  b\  the  Prospectus 


650,000  Shares 

Philadelphia  Electric  Company 

8.75%  Preferred  Stock 

(Par  value  $100  per  share) 


Price  $100  a  Share 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Harriman  Ripley  The  First  Boston  Corporation 

INCORPORATED 

Blyth  &  Co.,  Inc.  Eastman  Dillon,  Union  Securities  &  Co. 

Goldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

HORNBLOWER  &  WEEKS-HEMPHILL,  NOYES  KIDDER,  PEABODY  &  CO. 

INCORPORATED 

Lazard  Freres  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

Paine, Webber,  Jackson  &  Curtis  Salomon  Brothers 

Stone  &  Webster  Securities  Corporation 


Smith,  Barney  &  Co. 

INCORPORATED 

Wertheim  &  Co. 

Iul\  2),  1970 


White.weld&Co. 


Dean  Witter  &  Co. 

INCORPORATED 
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PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  September  30.  1970: 


Dividend 

Class  of  Stock 

Per  Share 

Common 

$  .41 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

All  dividends  are  payable  on  or  be- 
fore September  30,  1970  to  stock- 
holders of  record  August  31,  1970. 

MALCOLM  CARRINGTON.  JR. 
Secretary 


INITIAL   DIVIDEND 

The  Board  of  Directors  has  also 

declared   an    initial    dividend    of 

$2.5386  for  the  period  June  25, 

1970  to  September  30,  1970  on 

the  9.62%  Cumulative  Preferred 

Stock. 

PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 


RJ.Reynolds  Industries,  Inc. 

A  quarterly  dividend  of  60*  per  share  has  been  de- 
clared on  the  Common  Stock  of  the  Company,  pay- 
able September  5,  1970  to  stockholders  of  record  at 
the  close  of  business  August  10.  1970. 

WILLIAM  R.  LYBROOK, 
Senior  Vice  President  and  Secretary 
Winston-Salem,  N.  C. 
July  16.  1970 
Seventy  Consecutive  Years  of  Cash  Dividend  Payments 

R.J.  REYNOLDS  INDUSTRIES,  INC. 

TOBACCO  PRODUCTS  ■  FOOD  PRODUCTS  FRUIT  JUICE  BEVERAGES 

INDUSTRIAL  CORN  PRODUCTS    •    ALUMINUM  PRODUCTS    •    PACKAGING  MATERIALS 

CONTAINERIZED  FREIGHT  TRANSPORTATION 


R 

Ienn 


PENN 
SQUARE 

MUTUAL 
FUND 


A    NO-LOAD    FUND 


Box  1419.  Reading,  Pa.  19603 

ZIP 

A.  T.ST.  WARRANTS 

Don't  ignore  their  high  leverage  potential!  Full 
Report  by  Editor  Sidney  Fried  on  A.T.  AT. 
common  and  A.T.  &T.  Warrants,  plus  full 
statistical  description  of  250  Warrants  current- 
ly trading  and  an  eye-opening  outline  of  a 
method  by  which  you  can  profit  from  those 
hundreds  of  Warrants.  Also — write-ups  on  2 
attractive  Warrants  you  should  know  about. 
All  for  $3  from  one  of  the  largest  and  most 
experienced  services  covering  the 
Warrants  field  for  more  than  18 
years.  For  your  copy  of  this  il-  *; 
luminating  "package",  with  all  the 
above,  send  $3  today  to  Warrants,  Dept.  F-806, 
R.H.M.  Associates,  220  Fifth  Avenue,  New 
York,  N.Y.  10001. 


mentally  unbalanced.  If  this  be  the  case, 
then  mandatory  tire  shooting  and  man- 
datory jail  sentences  are  not  going  to 
deter  hijackers. 

—David  P.  Morgan 

Editor, 

Trains  Magazine 

Milwaukee,  Wis. 

The  Real  Real 

Sir:  In  your  discourse  on  milk  shakes 
(Fact  i?  Comment,  Aug.  1),  you  say: 
"The  Real  McCoy."  This  is  the  same  as 
saying  Real  Real.  In  the  old  days  anything 
that  was  considered  to  be  genuine— non- 
pareil, unequaled— like  the  whiskey  of  the 
same  name  was  considered  to  be  the 
McCoy. 

—Joseph  E.  Cartwright 
Pittsburgh,  Pa. 

The  Peace  Corps  in  India 

Sir:  I  am  writing  to  inform  you  of  a 
new  venture  for  the  Peace  Corps  in  South 
India.  We  have  been  requested  to  pro- 
vide volunteers  to  assist  small  industrial- 
ists to  set  up  their  businesses. 

Mention  of  the  word  "India"  usually 
conjures  up  images  of  peasants  plodding 
behind  bullocks.  Mention  of  "the  Peace 
Corps"  brings  forth  images  of  fresh-faced 
young  Americans  working  with  those 
peasants  to  make  a  better  living.  Both 
images  are  accurate,  but  India  and  the 
Peace  Corps  can  show  other  faces. 

India  is  a  growing  industrial  nation. 
The  last  census  showed  36,457  small  fac- 
tories in  India  employing  13  million  peo- 
ple and  producing  goods  worth  $2.68 
billion.  The  state  government  of  Andhra 
Pradesh  and  the  government  of  India  are 
actively  promoting  small  industries.  Not 
a  day  goes  by  that  a  prospective  entre- 
preneur does  not  contact  a  state  official 
about  setting  up  a  small  business.  Yet 
small  industries  are  not  being  established 
as  fast  as  the  potential  would  indicate. 

The  typical  small  industrialist  is  not  a 
businessman.  He  may  be  an  agriculturist, 
a  merchant,  or  an  engineer  with  an  idea. 
He  may  not  be  able  to  prepare  a  de- 
tailed plan  which  will  satisfy  financial  in- 
stitutions. He  may  be  bewildered  and 
confused  by  the  complexity  of  setting  up 
a  small  factory.  It  is  in  response  to  this 
situation  that  the  Peace  Corps  has  been 
asked  to  help.  Peace  Corps  is  not  only 
for  the  young.  Anyone  who  is  willing  to 
apply  his  skills  to  new  challenges  is  wel- 
come. Peace  Corps  provides  orientation  to 
Indian  business  practices,  to  the  Indian 
culture  and  training  in  Telugu,  the  lan- 
guage of  Andhra  Pradesh.  Conditions  in 
India  are  rapidly  changing.  As  old  prob- 
lems are  solved,  new  ones  emerge.  The 
government  of  India  has  asked  the  Peace 
Corps  to  participate  in  the  effort  to  meet 
the  new  challenges.  The  Peace  Corps 
wants  to  help,  but  needs  qualified  peo- 
ple. Persons  interested  in  helping  should 
contact  the  India  Desk,  Peace  Corps, 
Washington,  D.C.  20525. 

—Norman  A.  Miller 

Regional  Director, 

American  Peace  Corps 

Richmond  Town,  Bangalore, 

India 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


To  be  a  success,  devote  three  or 
four  hours  a  day  to  being  an  executive 
and  the  rest  of  the  time  to  thinking. 

—Felix  Frankfurter 


To  have  thought  far  too  little,  we 
shall  find  in  the  review  of  life,  among 
our  capital  faults.  —John  Foster 


All  "thought  is  immoral.  Its  very  es- 
sence is  destruction.  If  you  think  of 
anything  you  kill  it.  Nothing  survives 
being  thought  of.         —Oscar  Wilde 


Heavy  thoughts  bring  on  physical 
maladies;  when  the  soul  is  oppressed, 
so  is  the  body.  —Martin  Luther 


True  effort,  in  fact,  as  of  a  captive 
struggling  to  free  himself:  That  is 
thought.  —Thomas  Carlyle 


Where  all  think  alike,  no  one  thinks 
very  much.         —Walter  Lippmann 


The   brain   is    an    apparatus   with 
which  we  think  that  we  think. 

—Ambrose  Bierce 


They  only  babble  who  practice  not 
reflection.  I  shall  think;  and  thought 
is  silence.  —Richard  Sheridan 


Character  is  higher  than  intellect. 
Thinking  is  the  function.  Living  is  the 
functionary. 

—Ralph  Waldo  Emerson 


Individuality  is  everywhere  to  be 
spared  and  respected  as  the  root  of 
everything  good. 

—Jean  Paul  Richter 


Every  art  and  every  inquiry,  as  well 
as  every  practical  pursuit,  seems  to 
aim  at  some  good,  whereby  it  has 
been  well  said  that  the  good  is  that 
at  which  all  things  aim. 

—Aristotle 


A  man  must  learn  to  endure  that 
patiently  which  he  cannot  avoid  con- 
veniently.     —Michel  de  Montaigne 


Failure  is,  in  a  sense,  the  highway 
to  success,  inasmuch  as  every  discov- 
ery of  what  is  false  leads  us  to  seek 
earnestly  after  what  is  true. 

—John  Keats 


B.  C.  FORBES 

No  man  ever  got  very  far— 
and  stayed  there— who  did  not 
spend  a  vast  amount  of  brain- 
sweat,  who  did  not  think  things 
out  for  himself,  who  did  not  try 
to  map  out  his  own  course,  to 
steer  his  own  ship.  By  acquir- 
ing the  true  perspective  of 
things,  deep  thought,  calm  re- 
flection and  silent  contemplation 
—though  accompanied  often- 
times with  backsliding  and  fail- 
ure—serve to  inspire  one  with 
courage,  a  fortitude,  a  faith 
and  a  determination  that  the 
puny  acts  of  man  cannot  de- 
stroy. Big  things  can  then  be- 
come little,  and  little  things  big. 


The  effort  which  I  make  people  are 
pleased  to  call  the  fruit  of  genius;  it 
is  the  fruit  of  labor  and  thought. 

—Alexander  Hamilton 


The  greatest  of  all  human  benefits, 
that,  at  least,  without  which  no  other 
benefit  can  be  truly  enjoyed,  is  in- 
dependence. —Parke  Godwin 


It  is  not  in  the  power  of  the  most 
exalted  wit  or  enlarged  understand- 
ing, by  any  quickness  or  variety  of 
thought,  to  invent  or  frame  one  new 
simple  idea.  —John  Locke 


The  true  and  strong  and  sound 
mind  is  the  mind  that  can  embrace 
equally  great  things  and  small. 

—Samuel  Johnson 


To  think  is  to  differ. 

—Clarence  Darrow 


Good  judgment  (like  wisdom)  re- 
quires careful  appraisal  of  all  three 
sides  of  the  decision  cube.  Only  a  hu- 
man computer  with  five  sensory 
inputs,  electro-biochemical  memory 
core,  plus  a  volition-laden  imagination 
can  do  this.  Industry  hasn't  been  able 
to  produce  a  like  system  yet.  It  is 
called  the  Model  1  Homo  Sapiens. 

— W.  Sidney  Taylor 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . . . 


Sent  in  by  Mrs.  Arthur  J.  Con- 
roy.  Garden  City,  N.Y.  What's 
your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to 
senders    of    texts    used. 


While  we  look  not  at  the  things  which 
are  seen,  but  at  the  things  which  are 
not  seen:  for  the  things  which  are 
seen  are  temporal;  but  the  things 
which  are  not  seen  are  eternal. 

—II  Corinthians  4:18 
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The  $100,000,000  Man 

Being  responsible  for  a  major  corporation's  pension  fund 
is  no  company  picnic.  Because  this  man  is  highly  experienced,  he's  aware  of  the 
need  for  expert  management.  So  he's  turned  to  Chemical  Bank, 
where  he  knows  they  talk  his  language. 

Managing  pension  plans  has  been  a  Chemical  Bank  specialty  for  years. 
Our  knowledge  and  experience  cover  highly  technical  areas.  Like  government  regulations. 
Plan  design.  Financial  reporting.  And  most  importantly,  investment  opportunities. 

At  Chemical,  there  are  no  pat  formulas  for  pension  fund  management. 
Our  strategy  is  flexible  in  design  and  operation  in  order  to  suit  portfolio 
goals  of  individual  companies. 

If  you're  responsible  for  other  people's  money,  contact  the 
experienced  portfolio  managers  at  Chemical  Bank.  Call  Mr.  Kennedy  at  (212)  922-6500. 

You'll  find  your  money  works  best  for  you  when  you  let 
professionals  work  with  it. 

Chemical  3aink 


We  do  more  for  your  money. 


Pcnaon  TruH  Dtpartnvtm  277  Pirk  Avrnut.  New  York  N  Y  10017 


The  advertisement  below  is  as  true  today  as 

it  was  in  May  1938,  when  it  first  appeared. 

It  was  an  accurate  prediction  then;  it  is 

equally  so  today.  And  the  future  it  predicts 


is  even  more  certain  now,  with  modern  im- 
proved equipment  such  as  Warner  &  Swasey 
machine  tools,  construction  equipment,  and 
textile  machinery. 


»7 


The  Sun  Always  Rises 


•  You  and  we  have  lived  through  many  periods  like  this.  They  all  follow  the  same 

pattern: 

People  get  the  idea  the  world  is  coming  to  an  end.  They  stop  buying.  That  makes 

business  worse.  Then  they're  sure  it's  all  over.  But  miraculously  the  world  doesn't 

end.  A  few  get  sensible  again  and  buy  a  little.  Then  with  a  rush  everybody  wants  to 

buy,  and  there's  a  shortage. 

If  you  are  one  of  the  sensible  executives  who  knows  perfectly  well  he's  going  to 

continue  doing  business,  now  is  the  time  to  put  your  plant  on   a  low-cost   basis. 

Later,  when  the  rush  begins,  you'll  have  to  wait  for  deliveries,  you  won't  have  time 
to  make  sure  you're  getting  the  best  buy,  you'll  have  a  tight  production  schedule 
you  may  hesitate  to  interrupt.  Then  you  pay  a  penalty  in  higher  costs  and  lower 
profits  for  years. 

Far-sighted  concerns  are  buying  improved,  faster,  more  accurate  Warner  &  Swasey 

Turret   Lathes   now,  and   mak- 
ing a  profit  on  them  even  on 
today's   reduced   production. 
Tomorrow  they'll   make   enor- 
mous  profits   because    their 
costs  are  low.    And  tomorrow 
you'll    have   to   compete   with 
these  concerns — and    they'll 
dictate   price   because   they 
control  costs.  Isn't  it  sound  to 
let  us  discuss  with  you  today, 
when   you  have  time,   a  low- 
cost  basis  for  your  plant,  too? 


WARNER 


SWASEY 

Turret  Lathes 

Cleveland 


You  can  turn  it  better, 
faster,  for  less  .  .  .  with 
a  Warner  &   Swasey. 
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Savin  named  co-respondent 
in  thousands  of  of  f  ice  divorces. 


Savin  pleads  guilty. 
Our  office  copiers  have 
broken  up  an  untold  number 
of  unhappy  office  marriages. 
The  big  reason  for  the 
break-up  is  that  the  Savin 
copier  hardly  ever  breaks 
down.  Reason:  Savin  has 
eliminated  the  major  cause 
of  copier  breakdown— paper- 
jamming.  How?  By  using  a 
roll  of  copy-paper  instead 
of  a  stack  of  sheets. 
And  Savin  doesn't  demand 
lots  of  money  to  own  or 
lease.  It  doesn't  require  a 


room  of  its  own.  Or  a 

caretaker.  And  it  can  reduce 

the  cost  of  making  copies. 

So  you  can  not  only  afford 

the  copier,  but  also  the 

copies. 

If  you  find  all  this  hard  to 

believe,  let  a  Savin  in  your 

office  for  a  demonstration. 

We  think  you'll  like  it  so 

much  you'll  ask  for  a 

divorce. 

From  your  present  copier. 

Savin  Business  Machines 
Corporation 
Valhalla,  New  York  10595. 


SA/IN 

SAVIN 


SAVIN  COPIERS.  WE  LOVE  TO  REPEAT  OURSELVES 
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Our  inspectors  particular  versus  their  inspectors  general. 


Inspectors  general  know  a  little  about 
a  lot  of  things.  Like  elevators,  plate 
glass,  sprinklers.  Our  inspectors  par- 
ticular know  a  lot  about  one  thing. 
Inspecting  energy  systems.  Big  ones, 
little  ones;  old  ones,  new  ones.  Be- 
cause that's  all  we  insure.  That's  all 
our  700  inspectors  particular  have  to 
know  about.  So  they  know  a  lot  about 


them.  More  than  anyone  else. 
That's  why  we  protect  more  than  a 
third  of  the  insured  power  equipment 
in  America.  And  why  we  should  pro- 
tect yours. 

The  Hartford  Steam  Boiler 
Inspection  and  Insurance  Co. 

Hartford,  Connecticyt  06102 
To  keep  you  in  power. 
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Side  Lines 


Paging  Sigmund  Freud 

The  following  letter,  unsolicited,  recently 
passed  across  our  Editor's  desk.  It  was  from 
Hugh  Moffett,  a  Forbes  reader  and  former 
assistant  managing  editor  of  Life  magazine, 
who  now  lives  in  Brandon,  Vt.  We  don't  know 
Mr.  Moffett  personally,  but,  the  way  he  writes, 
we  wish  we  did. 

Sir:  I  need  to  tell  someone  the  following  in- 
cident. It  took  place  that  bleak  morning  a  few 
months  back  after  the  stock  market  had  been 
sinking  fathom  after  fathom  and  finding  no 
ground.  With  faithful  dog  at  my  feet  I  sat  by 
the  stove  reading  The  Wall  Street  Journal  and 
The  New  York  Times.  They  spoke  of  market 
doom,  tight  money,  campus  chaos  and  Cambo- 
dian mire.  After  two  hours  of  it  I  said  to  the 
faithful  dog: 

"Oh  crap,  things  can't  possibly  get  any  worse 
than  this." 

Then  I  determined  to  take,  as  you  people  say, 
a  position  in  the  market.  v        *    x 

I  went  to  the  phone,  called  Bache  and  asked  to  buy  50  shares  of 
McCulloch  Oil.  After  this  monumental  transaction  was  put  in  motion, 
not  before,  I  enquired  of  the  lady  broker  how  things  were  going  down 
at  the  slaughterhouse.  She  said: 

"It's  going  wild.  The  market  is  up,  volume  is  up.  Several  people 
have  actually  smiled." 

A  day  or  so  later  I  read  that  brokers  said  the  turnaround  was 
caused  by  spontaneous  action  all  over  the  country.  I  don't  know 
whether  the  other  folks  had  exactly  the  same  impulse  experience  I 
had,  but  there  you  have  one  case  history. 

Sincerely, 
Hugh  Moffett 

Thanks  for  the  case  history,  Mr.  Moffett.  You  raise  quite  a  question: 
Why  was  it  that  you  and  thousands  like  you  decided  at  almost  pre- 
cisely the  same  time  to  buy  stocks  and  thus  turn  the  market  around. 
Why  on  that  day?  We  at  Forbes  often  have  pondered  why  no  one 
has  really  studied  the  behavioral  psychology  of  investing.  That 
is,  why  do  people  buy  when  everything  looks  dark?  Or  why  do  people 
go  wild  over  new  issues,  or  computer  stocks  or  fried  chicken  stocks— 
and  then  sour  on  them?  Why  do  people  react  in  the  same  way  at  the 
same  time?  Nobody  knows.  Instead,  the  experts  try  to  explain  the  mar- 
ket in  terms  of  money  supply,  price/ earnings  ratios,  earnings  trends. 

Here  is  the  U.S.  consumer,  the  most  analyzed,  studied,  metered, 
computered,  measured  creature  in  the  world  when  it  comes  to  his  pref- 
erences in  soap  and  beer.  But  the  investor,  whose  impulses  and  moods 
can  swing  hundreds  of  billions  of  dollars  in  values,  is  just  an  abstraction. 

Just  chew  on  this  fact:  Eighteen  months  ago  all  the  stocks  listed 
on  the  Big  Board  had  a  market  value  of  $692  billion;  today  the  fig- 
ure is  only  $531  billion.  Did  the  fundamentals  change  all  that  much? 
Of  course  not.  But  investor  psychology  did. 

In  our  "Money  Men"  (p.  43)  we  feature  a  man  nobody  in  the  invest- 
ment business  has  ever  heard  of,  a  California  teacher  and  private  in- 
vestor, John  King.  He  has  some  interesting  ideas  as  to  why  Hugh 
Moffett  and  thousands  like  him  tend  to  have  the  same  impulses  at  the 
same  time. 

We're  saying  there  is  room  in  economic  analysis  for  Sigmund  Freud 
and  B.F.  Skinner  as  well  as  for  J.M.  Keynes  and  Milton  Friedman.  ■ 


\  regal  charm 
in  San  Diego  for 
those  who  cherish 
elegance  and  service. 

The  Westgate  Plaza  Hotel  is  the 
most  lavish  hotel  built  in  the 
twentieth  century.  Antiques  and 
custom-crafted  furniture  grace  its 
twenty  floors  of  luxury.  It  is  in  the 
heart  of  downtown  San  Diego 
across  the  street  from  the  civic 
theatre  and  convention  center,  yet 
only  10  minutes  from  the  airport. 
Cuisine  and  service  are  without 
peer. 

If  you're  not  planning  a  trip  to 
San  Diego  soon,  then  maybe  you 
should.  The  Westgate  Plaza  is 
reason  enough.  Rates  from  $26. 

^h^    Luxury  suites  with 
l&ujjfe'V  personal  butler  service 
V*3f  and  ocean  view. 

Westgate  "Plaza  ShCotel 

1055  Second  Avenue     San  Diego  92101 
(714)   232-5011 

Instant  toll  free  reservations  (800)  228-9290 
or  phone  your  travel  agent 


A  Property  o(  Westgate-Cahfornla  Corporation 
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'Tis  the  Season  To  See  Folly 

The  1929  stock  market  crash  pro- 
duced a  flood  of  books  explaining— 
or  trying  to  explain— what  went 
wrong.  Already,  the  1969-70  crash 
is  starting  to  do  the  same.  Among 
the  first  is  Richard  Ney's  The  Wall 
Street  Jungle,  published  by  Grove 
Press.  Ney,  an  actor  turned  invest- 
ment adviser,  puts  the  bulk  of  the 
blame  on  the  New  York  Stock  Ex- 
change specialist,  a  favorite  target 
of  many  reformers  over  the  years 
but  very  far  from  being  the  chief 
villain  in  recent  events.  For  those 
looking  for  a  scapegoat,  the  book 
may  give  some  consolation;  it's  sell- 
ing fast  and  has  attracted  wide 
publicity.  But  as  a  sensible  useful 
explanation  of  what  went  wrong, 
forget  it.  Meanwhile,  the  flood  of 
books  is  gathering  full  force.  Others 
coming:  The  Seventies  Crash:  How 
It  Happened  (World  Publishing 
Co.);  and  an  unauthorized  biog- 
raphy of  Bernard  Cornfeld. 

Getting  Later 

As  U.S.  automakers  gear  up  to 
produce  their  own  small  cars,  the 
need  to  retaliate  against  the  in- 
roads of  small  foreign  cars  becomes 
more  urgent.  In  July  more  imports 
than  ever  before  were  sold  in  the 
U.S.,  raising  their  market  share  to 
15.6%  from  12.5%  a  year  earlier. 
The  Japanese— second-ranked  Toyo- 
ta and  third-ranked  Datsun— led 
the  way  with  78%  and  58%  in- 
creases, while  leader  Volkswagen 
also  weighed  in  with  a  21%  gain. 
Discouragingly,  the  foreign  makes 
that  fell  in  volume  were  those 
owned  by  the  U.S.  auto  companies: 
General  Motors'  Opel,  Ford's  Cor- 
tina and  Chrysler's  Simca  and 
Rootes  were  down  from  21%  to  64%. 

Pollutionless  Power 

Generating  electricity  without 
also  generating  air  and  water  pollu- 
tion is  a  problem  plaguing  the  elec- 
tric utilities.  Union  Oil  Co.  has 
found  one  way  to  case  the  problem 
in  California.  It  has  harnessed  the 
energy  of  natural  geothermal  steam 
fields  at  a  spot  north  of  San  Fran- 
cisco called  the  Geysers.  This 
steam,  which  is  produced  when  hot 
rocks     meet     cold     water     under- 


ground, is  the  same  force  respon- 
sible for  the  performance  of  Old 
Faithful  at  Yellowstone  Park.  Be-, 
cause  combustion  is  not  needed  to 
heat  the  water  there  is  no  smoke  or 
ash.  The  only  by-product  is  water 
which  is  pumped  back  into  the 
ground  to  make  more  steam.  Al- 
ready operating  an  82,000-kilowatt 
system  with  Pacific  Gas  &  Electric, 
the  only  privately  developed  sys- 
tem in  the  world,  Union  has  leases 
in  other  geothermal  steam  produc- 
ing areas. 

Them  As  Has  .  .  . 

What  with  everyone  counting 
pennies  more  closely  these  days, 
one  would  expect  to  find  the  busi- 
ness of  selling  fine  art  objects  in  a 
bit  of  a  slump.  Not  so,  reports  Lon- 
don-owned Parke-  Bernet  Galleries, 
the  nation's  largest  fine  arts  auction 
company.  For  the  year  ended  July 
31  Parke-Bernet's  auction  sales 
jumped  from  $32.5  million  to  $39.5 
million.  The  biggest  percentage 
gain  was  in  jewelry  sales,  up  from 
$4.8  million  to  $6.3  million,  though 
the  company's  turnover  in  paintings 
($15.1  million  to  $16.8  million) 
and  decorative  artworks,  such  as 
furniture  ($8  million  to  $9  million), 
rose  nicely  too. 

(Continued  on  page  61) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 
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READERS  SAY 


No  Place  for  Sanity? 

t  Sir:  I  found  some  poignancy  in  Alfred 
E.  Perlman's  quote  in  the  July  15  issue: 
"We  need  some  understanding  from 
Washington  and  the  public— not  more 
charges  and  countercharges."  As  a  former 
public  relations  representative  with  the 
New  York  Central.  I  interpret  this  com- 
ment as  a  belated  realization  that  logic 
and  rationality  are  not  always  the  most 
effective  methods  of  achieving  an  end. 
Perhaps  unrealistically.  Mr.  Perlman  re- 
lied on  the  good  sense  of  intelligent 
men  to  recosnize  what  he  was  trying  to 
accomplish. 

He  actively  encouraged  the  application 
of  scientific  methods  to  railroading:  sys- 
tems analysis,  extensive  use  of  computers, 
new  techniques  in  freight  handling  and 
others  too  numerous  to  mention.  But  one 
of  the  major  contributions  he  made  was 
to  inculcate  into  every  manager  on  the 
Central  that  the  name  of  the  game  is 
marketing.  The  introduction  of  modern 
marketing  techniques  helped  to  make  the 
Central  a  going  concern. 

One  apocryphal  story  that  terrified  the 
Central's  marketing  staff  in  the  mid-6'0s 
arose  at  the  time  archrival  Pennsy  start- 
ed their  marketing  department.  One  Cen- 
tral executive  was  visiting  his  counterpart 
in  Philadelphia  during  merger  negotia- 
tions and  returned  to  New  York  with  a 
sad  expression  on  his  face.  He  said,  "The 
Pennsy  just  started  a  marketing  depart- 
ment." "Oh.  yeah,"  be  was  asked,  "how 
did  they  do  it  mi  fast0"  His  reply:  "Sim- 
ple. They  |iist  took  their  freight  sales  de- 
partment and  split  it  in  two." 

— Terence  A.  McCarthy 

Vice  President, 

Robert  L.  Bliss  Inc. 

New  York,  NY. 

The  Public  Pays 

Sih:  You  tell  of  Eugene  Klein  issuing 
$400  million  of  stock,  convertible  de- 
bentures and  warrants  (Forbes,  May  I). 
It  was  my  understanding  that  only  the 
Government  of  the  USA  can  issue  mon- 
ey, but  apparently  the  head  of  a  large 
corporation  can  do  likewise— only  it  is 
called  stock,  and  just  like  the  toll  of  in- 
flation when  a  government  overissues 
money,  so  the  burden  of  the  stock  issue 
afflicts  the  public. 

—A.  Bofman 
Chicago,  111. 

Sometimes  it  also  afflicts  the  issuer. 
Consider  the  recent  troubles  of  Leaseo 
and  Gulf  6  Western,  among  others— Ed. 

Fundamentals  Come  First 

Sir:  Heinz  Biel  talks  of  portfolio  man- 
agers being  "locked  in"  to  IBM,  and  the 
Dreyfus  Fund  into  Polaroid,  because  of 
capital  gains  tax  considerations,  and  "this 
in  turn  created  an  artificial  scarcity  with 
the  result  that  prices  of  such  stocks  were 
driven  to  levels  which  were  difficult  to 
justify   on  fundamentals"    (Forbes,   July 
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J&B  Rare  Scotch.  It  only  costs  a  few  cents  more. 


86  Proof  Blended  Scotch  Whisky.  The  Poddington  Corporation,  N.Y.,  N.Y.  10020 
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First  National  State 
is  the  Bank  in  New  Jersey  for 

business 

and 

industrial  growth 

And  you  can  count  on  it! 


New  Jersey  is  now  the  fastest-growing 
state  in  the  entire  Northeast.  We're 
New  Jersey's  leading  bank,  with  resources 
exceeding  $800  million. 

Known  as  "New  Jersey's  Money  Center 
Bank,"  we  offer  broad-based  knowledge  of 
business  and  industry,  and  a  proven  ability 
to  provide  needed  funds  to  businesses.  .  . 


of  all  sizes.  In  short,  we  can  do  more 
for  you. 

If  your  company  has  expanding  financial 
needs,  or  if  you  are  contemplating  a 
location  in  New  Jersey,  get  in  touch  with 
us.  A  note  on  your  company  letterhead 
will  bring  a  prompt  call  from  one  of 
our  Officers. 


ESTABLISHED    1812 


JWJtatioualltate 


BANK  OF  NEW  JERSEY 

Total  Resources  Over  $800  Million 
EXECUTIVE  OFFICE:  550  Broad  Street,  Newark.  N.  J.  07102 


A  FUll> 
SERVICE! 

bank; 


Regional  Office:  Mlllburn 

397  Millburn  Ave.,  Millburn,  N.  J.  07041 


Regional  Office:  Nutley 

350  Centre  St.,  Nutley,  N.  J.  07110 


This  luxurious  motor  home 
can  be  easily  customized  to 
your  commercial  or  industrial 
needs.  Consider  the  possibili- 
ties for  your  business  .  .  . 
mobile  office,  display,  lab, 
showroom,  educational  or  pro- 
motional facility.  From  $30,- 
000  .  .  .  for  information,  write 
Wanderlodge  Division,  Dept. 
226, Fort  Valley,  Georgia  31030. 

branch 
office 

or  mobile  display 


BLUE  BIRD 


Home... is  where  you  take  it 


NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
Chattanooga,  Tennessee  37402 

OIL  AND  GAS  DIVISION 

Minerals  ownership, 
exploration  and  development. 

WHELAND  FOUNDRY  DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 


15).  Mutual  funds  do  not  pay  capital' 
gains  taxes,  and  their  portfolio  managers 
should  base  their  buy  and  sell  decisions 
on  fundamentals  alone. 

—Thomas  F.  Murphy 
Fairfax,  Va. 

Readies  Heinz  Biel:  "The  Fund's  share- 
holders do  pay  the  capital  gains  tax,  but 
a  fund  manager  may  be  reluctant  to 
make  a  huge  capital  gains  distribution 
which  would  reduce  the  total  assets  un- 
der his  control." 

Wrong  Credit 

Sir:  The  quotation  attributed  to  Adlai 
Stevenson  under  "Thoughts"  in  the  Aug. 
1  issue  ['Go  placidly  amid  the  noise  and 
the  haste  .  .  ."]  is  actually  from  "Desid- 
erata," a  writing  found  in  Old  Saint 
Paul's  Church,  Baltimore,  and  dated 
1692.  Mr.  Stevenson  may  have  said  it, 
but  someone  else  said  it  first. 

—Fred  C.  Allen 
Rolling  Hills,  Calif. 

Forbes  has  received  31  other  letters 
from  readers  stating  that  the  quotation 
is  taken  from  "Desiderata."  Some  said  it 
was  written  by  one  Max  Ehrmann,  but 
most  opted  for  Old  St.  Paul's  Church— Ed. 

Greek  Chorus? 

Sir:  Re  the  indestructible  wealth  of 
the  Greek  shipowners  (  Forbes,  Aug.  1 ) 
.  .  .  "Count  no  man  happy  until  you 
know  the  end  of  his  days"  (Oedipus 
Rex).  I  expect  Forbes  will  outlast  the 
contemporary  Greek  dynasties  so  as  to 
play  the  classical  role  of  the  dramatic 
chorus.  You  have  yet  to  narrate  the  final 
scene. 

—Samuel  J.  Bodanza 
Highland,  N.Y. 

A  Call  for  Help 

Sir:  For  over  eight  years  I  have  been 
attempting  to  trace  the  history  of  the 
Ryan  Aeronautical  Co.  of  San  Diego, 
Calif.  Eventually  the  full  story  will  be 
printed  in  the  Journal  of  the  American 
Aviation  Historical  Society.  At  a  later 
date  I  hope  to  put  it  into  book  form. 
This  is  just  a  hobby  with  me,  stemming 
from  the  ownership  of  a  1936  Ryan  ST 
airplane  a  few  years  ago.  One  phase  of 
this  study  is  to  obtain  at  least  one  or  two 
good  photos  of  each  individual  plane  the 
Ryan  firm  produced.  Also  to  establish 
contact  with  former  owners  of  Ryan- 
built  aircraft,  employees  of  the  company 
and  people  who  flew  in  these  fine  ma- 
chines, together  with  people  who  were 
associated  with  Ryan  in  their  businesses. 

The  specific  Ryan  models  I  am  most 
interested  in  arc  the  early  "Cloudster," 
M-l,  M-2,  B-l  "Brougham"  series,  B-3, 
B-5,  C-l,  ST,  SC,  and  of  course  the 
Spirit  of  St.  Louis  flown  by  Charles  Lind- 
berg.  Regarding  the  Spirit,  a  mystery  has 
existed  all  these  years  as  to  the  actual  . 
serial  (mfg.)  number  of  the  airframe.  It 
is  assumed  the  number  is  29  but  this  has 
never  been  confirmed.  Even  the  FAA 
does  not  have  this  in  their  records.  A 
(Continued  on  page  59) 
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YOITRE  BEING  ROBBED! 


Virtually  every  time  that  you  spend 
money,  whether  at  the  supermarket,  de- 
partment store,  drugstore,  or  gas  sta- 
tion, you're  being  ROBBED!  You're 
being  duped,  hoodwinked,  and  swindled  out  of 
the  full  value  of  your  money  by  a  combination 
of  deceptive  selling  techniques  that  include 
Madison  Avenue  double-talk,  mendacious  sales- 
manship, and  insidious  labeling  and  packaging 
ploys.  Senator  Warren  Magnuson,  the  most  alert 
consumer  watchdog  in  Congress,  says  that  decep- 
tive selling  is  today's  "most  serious  form  of 
theft,  accounting  for  more  dollars  lost  each 
year  than  robbery,  larceny,  auto  thefts,  em- 
bezzlement, and  forgery  combined."  Sidney 
Margoiius,  the  dean  of  American  consumer  writ- 
ers, asserts  that  "Never  in  the  30  years  I  have 
been  reporting  on  consumer  problems  has  the 
public  been  as  widely  and  steadily  exploited  as 
today."  And  Ralph  Nader,  the  nation's  most  re- 
nowned champion  of  consumer  rights,  states 
that  "Nowadays  consumers  are  being  manipu- 
lated and  defrauded  not  just  by  marginal,fly-by- 
night  hucksters,  but  by  America's  blue-chip  busi- 
ness firms."  In  short,  commercial  fumflammery 
is  rife  throughout  the  nation  and  the  American 
consumer  is  being  victimized  as  never  before.  As 
a  partial  antidote  to  this  widespread  fraud 
and, deception,  an  intrepid,  authoritative,  new 
publication  has  been  launched.  Its  name  is 
Moneysworth. 

Moneysworth,  as  its  name  implies,  aims  to 
see  that  you  get  full  value  for  the  money  you 
spend.  It  rates  competitive  products  as  to  best 
buys  (as  among  cameras,  hi-fi's,  automobiles, 
and  the  like);  it  offers  tips  on  how  to  save  mon- 
ey (they  will  astound  you  with  their  ingenuity); 
and  it  counsels  you  on  the  management  of  your 
personal  finances  (telling  not  only  how  to  gain 
maximum  return  on  your  investments  and  sav- 
ings, but  also  how  to  protect  your  money 
against  the  ravages  of  inflation).  In  short, 
Moneysworth  is  your  own  personal  consumer 
crusader,  trusted  stockbroker,  and  chancellor  of 
the  exchequer -all  in  one. 

Perhaps  the  best  way  to  describe  Moneys- 
worth  for  you  is  to  list  the  kinds  of  articles  it 
prints: 

Earn  12%  on  Your  Savings  (Fully  Insured) 

How  to  Buy  A  Car  for  SI  25  Over  Dealer's  Cost 

Inaccurate  Billing  by  the  Phone  Compaoy 

The  Advantages  of  a  Swiss  Banking  Account 

The  New  U.S. -Made  Minicars:  An  Evaluation 

14  Recession-Wracked  Cities  Where  Real  Estate 
Is  Selling  for  a  Pittance 

"Consuming  Fire"-  Moneysworth    takes   aim 
at  companies  that  are  defrauding  the  public. 

Unsafe   at   Any   Height-A   comparison   of   the 

safety  records  of  America's  airlines. 

A  Consumer's  Guide  to  Marijuana 

Free  Land  and  Free  Money  from  Uncle  Sam 

Stocks  that  Are  on  the  Rebound 

Send  Your  Child  to  College  Abroad 

The    Moneysworth    Co-operative-Details    of    a 
price-discount  co-op  (for  purchasing  typewriters, 
cameras,  and  the  like)  that  Moneysworth  sub- 
scribers automatically  become  members  of. 
How  Much  Are  You  Worth?-An  amazingly  sim- 
ple chart  gives  you  the  answer  in  60  seconds. 
High-Priced    Lemons-  Mechanical    failures   on 
brand-new  lmperials.Continentals,  and  Cadillacs. 
The  Link  Between  Heart  Attack  and  Coffee 
The  Economics  of  Being  Black 
Cashing  In  on  Canada's  New  "Floating"  Dollar 
Cyclamates:  Did  America  Overreact? 
How  to  Buy  Art  Without  Getting  Framed 
Critics'  Consensus-A  regular  feature  of  Moneys- 
worth  in  which  the  opinions  of  leading  book, 
record,  and  film  critics  are  tabulated. 
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Providing  Your  Teenager  with  Contraception 

"Unit-Pricing"— The  most  revolutionary  develop- 
ment in  food  stores  since  trading  stamps. 

The  Effect  of  Air  Pollution  on  Potency 
The  Great  Odometer  Gyp— How  rent-a-car  com- 
panies take  the  American  public  for  a  $10-mil- 
lior.-a-year  ride. 

"No  Load"  Mutual  Funds-A  list  of  45  funds 
that  return  the  equivalent  of  an  8%  profit  at  the 
very  moment  of  investment. 

12  Ways  to  Put  the  Touch  on  Friends- And  12 

ways  to  demur. 

How  to  Buy  Medical  Insurance  Without  Trauma 

The  Encouragement  of  Reckless  Driving  by  GM, 
Chrysler,  and  Ford— Verbatim  quotes  from  their 
souped-up  ads  in  hot-rod  magazines. 

Taking  Stock  of  Your  Stockbroker— Nine  ways  to 

probe  his  probity. 

Legal  Ways  to  Beat  Sales  Taxes 

Co-ops  and  Condominiums  Explained 

"The  Safest  Car  of  19_"  —A  new  series  of  an- 
nual awards  by  the  editors  of  Moneysworth. 

How  to  Break  a  Lease 

Land  Investment  in  Australia- At  $1 .20  an  acre, 
land  down  under  rates  high  among  speculators. 

How  to  Sue  Without  a  Lawyer 

The  Impending  Ban  on  Leaded  Gasoline-How 

it  should  affect  your  next  car  purchase. 
A  Guide  to  Legal  Abortion— Including  the  costs 
in  different  states. 

And  Now,  Microwave  Pollution— An  expose  of 
the  damage  wrought  to  humans  by  radar,  elec- 
tronic ovens,  and  TV  transmission. 

Social  Security's  Special  Rules  for  Women 

How  Metrecal  Hurts  Your  Diet 

Life  Insurance:  A  Legalized  Swindle-A  Hartford 
actuary  tells  why  he  believes  that  "more  than 
90%  of  American  policies  are  sold  through  mis- 
representation, deceit,  and  fraud." 

Teaching  Your  Child  the  Value  of  Money— With- 
out having  him  ove rvalue  it. 
How  to  Handle  Computerized  Dunning  Letters 

Taxproof  Money— A  collection  of  highly  creative, 

little-known,  perfectly  legal  gimmicks. 

How  to  Distinguish  Health  from  Hokum  at  the 

Health-Food  Store 

Blindness  Caused  by  Contact  Lenses 

Don't  Buy  U.S.  Savings  Bonds— Why  they  make 

a  terrible  investment,  how  they  undermine  sound 

government  fiscal  planning,  and  why  one  leading 

investment  counsellor  says,  "They  are  palmed  off 

mostly  on  rubes  and  financial  boobs." 

G.E.'s  New  Synthetic  Diamonds:  Will  They  Ruin 

the  Value  of  Real  Diamonds? 

The  Truth  about  Cut  Rate  Gasolines 

"No-Fault"  Insurance  Clarified 

Checking  Up  on  Your  Social  Security  Account 

That's  the  Spirit-Big  bargains  in  booze,  beer, 
and  brandy. 

Stop  Chewing  the  Fat— How  to  read  the  new 
labels  on  frankfurters. 

Free  Checks— A  list  of  200  banks  that  allow  un- 
limited writing  of  personal  checks. 

Bootleg  Birth-Control  Pills 

When  in  Doubt,  Deduct— The  ten  most  common 

forms  of  income-tax  overpayment. 

$99  Fares  to  Europe 

In  sum,  Moneysworth  is  a  hip,  trustworthy 
financial  mentor.  It  reflects  the  quint- 
essence  of  consumer   sophistication. 

In  format,  Moneysworth  is  a  newsletter.  It  is 
designed  for  instantaneous  communication  and 
easy  reference  when  you're  shopping.  It  is  pub- 
lished fortnightly.  This  ensures  you  that  the  in- 
formation in  Moneysworth  will  always  be  up- 
to-the-minute.  Product  ratings  will  appear  pre- 
cisely when  you  need  them  most  (automobiles 
and  sailboats  will  be  rated  in  the  spring,  for 


example,  and   Christmas  gifts   and   ski  equip- 
ment in  the  fall.) 

In  style,  Moneysworth  is  concise,  pragmat- 
ic, and  above  all,  useful.  It  is  also  completely 
forthright.  Moneysworth  does  not  hesitate  to 
name  brand  names  (whether  to  laud  or  lam- 
baste them),  to  identify  big  corporations  when 
they  gouge  the  public,  and  to  quote  the  actu- 
al prices  and  discounts  that  you  are  entitled  to 
and  should  be  getting.  Moneysworth  can  af- 
ford to  be  this  candid  because  it  carries  no  ad- 
vertising whatsoever;  it  is  beholden  to  no  one 
but  its  readers. 

The  editors  of  Moneysworth  are  a  team  of 
hard-nosed,  experienced  journalists.  The  editor- 
in-chief  is  Ralph  Ginzburg,  creator  of  the  flam- 
boyant magazines  Fact,  Eros,  and  Avant-Garde. 
Mr.  Ginzburg  was  the  first  editor  to  provide  a 
platform  for  Ralph  Nader  to  express  himself  on 
the  subject  of  automobile  safety.  Moneysworth's 
publisher  is  Frank  R.  Brady,  generally  regarded 
as  one  of  the  publishing  industry's  shrewdest 
financiers.  Herb  Lubalin,  the  world's  foremost 
graphic  designer,  is  Moneysworth's  art  director. 
Together,  these  men  will  produce  the  first  — 
and   only -consumer    magazine   with  charisma. 

Moneysworth  is  available  by  subscription 
only.  Its  price  is  $10  a  year.  However,  right 
now  you  may  order  a  special  introductory 
Charter  Subscription  for  ONLY  $5!  This  is 
HALF   PRICE!! 

Moreover,  we  are  so  confident  that  Moneys- 
worth  will  prove  indispensable  to  you  that  we 
are  prepared  to  make  what  is  probably  the  most 
generous  subscription  offer  in  publishing  his- 
tory: We  will  absolutely  and  unconditionally 
guarantee  that  Moneysworth  will  increase  the 
purchasing  power  of  your  income  by  at  least 
15%-or  we'll  refund  your  money  IN  FULL. 
In  other  words,  if  you  now  earn  $10,000  a  year, 
we'll  guarantee  that  Moneysworth  will  increase 
the  value  of  your  income  by  at  least  SI  ,500-qt 
you  get  your  money  back.  As  you  can  see,  a 
subscription  to  Moneysworth  is  an  absolutely 
foolproof  investment. 

To  enter  your  subscription,  simply  fill  out 
the  coupon  below  and  mail  it  with  $5  to: 
Moneysworth,  110  W.  40th  St.,  New  York, 
New  York  10018. 

We  urge  you  to  act  at  once.  Stop  being 
robbed   and   start  getting  your  Moneysworth. 


r — mm 


I  enclose  $5  for  a  one-year  subscription 
to  Moneysworth,  the  authoritative  new 
consumer  newsletter.  I  understand  that  I 
am  paying  only  HA  LF  PRICE!  Moreover, 
Moneysworth  guarantees  that  it  will  in- 
crease the  purchasing  power  of  my  in- 
come by  at  least  15%  or  I  will  get  my 
money  back  IN  FULL. 


NAME 


ADDRESS 


CITY  STATE  ZIP 
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The  Saunders  maintenance 
program  is  the  most  exacting  in  the 
truck  leasing  industry. 

And  it 's  been  that  way  ever  since 
we  started.  54  years  ago. 


When  you  stop  to  think  about  it,  a  truck  is 
one  of  the  toughest,  ruggedest  pieces  of 
machinery  made.  It's  a  tremendous  value  for  the 
dollar.  But  it  takes  a  terrible  beating.  No  truck 
will  stand  up  to  the  constant  stress  of  today's 
transportation  requirements.  Unless  it's 
maintained  properly. 

Trucks  have  to  produce.  And  the  Saunders 
maintenance  program  keeps  them  doing  just 
that.  Better  than  anybody  else.  Here's  why. 

Saunders  trucks  are  engineered  to  the  exact 
requirements  of  the  customer.  Over-specified 
vehicles  are  not  economical  to  operate. 


Under-specified  vehicles  do  not  withstand  the 
strain.  Saunders  evaluates  all  the  variables  of 
your  operation.  And  you  get  the  right  vehicle  for 
the  job  specified. 

The  maintenance  program  is  tops.  In  54 
years,  Saunders  has  amassed  the  most  complete 
operational  data  in  the  industry.  From  this  we 
have  devised  an  exacting  system  of  inspections, 
tests,  checks,  and  performance  reports.  And  they 
provide  for  almost  trouble-free  service  from 
our  trucks. 

Saunders  gives  our  mechanics  an  intensive 
four-year  training  course.  And  follows  this  with 
frequent  manufacturers'  seminars  to  keep  up 
with  new  developments.  We  continually  send 
them  to  school  at  our  own  expense. 

Every  Saunders  maintenance  facility  has 
the  latest  equipment,  The  finest.  And  more  of  it. 
Our  shops  contain  more  sophisticated  testing 
equipment  than  others  in  the  business. 
Dynamometers  for  horsepower.  Flow  meters  for 
fuel  consumption  per  hour.  Injector  flow  stands. 
And  so  on. 

There's  more  that  we  can't  tell  you 
about  here. 

So,  call  or  drop  a  line  to  Saunders  Leasing 
System,  201  Office  Park  Drive,  Birmingham, 
Alabama  35223.  We'll  send  the  rest  of  it. 

Chances  are  you'll  get  a  better  lease  from 
Saunders.  After  all,  we  started  the  industry. 
Naturally  we  know  more  about  it. 


Saunders  Leasing  System 

Call  800-633-6566  free 


Our  Business  is  Leasing  and  Renting  Trucks.  And  we've  been  doing  it  for  54  years. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


COULD  BE 


Woodrow  Wilson  is  most  remembered  as  World  War  I 
President  and  for  his  failed  fight  to  have  this  country  join 
the  League  of  Nations.  One  of  his  most  important  and  last- 
ing  achievements,  however,  came  during  his  first  term 
with  the  establishment  of  the  Federal  Reserve  System  that 
for  over  half  a  century  has  been  the  foundation  of  our 
money-banking  system. 

President  Nixon  has  recently  appointed  a  commission  of 
top-notch  citizenry  "to  review  and  study  the  structure,  op- 
eration and  regulation  of  the  private  financial  institutions 
in  the  U.S.,  for  the  purpose  of  formulating  recommenda- 
tions which  would  improve  the  functioning  of  the  private 
financial  system." 

Vast  and  fundamental  changes  in  the  free  market  places 
for  capital  and  of  capitalism  are  at  hand:  "Liquidity"  is  a 
vogue  word  of  the  moment  for  one  facet  of  the  problem; 
the  difficulty  of  raising  equity  capital  under  today's  condi- 
tions and  by  yesterday's  methods  is  another;  the  place, 
even  the  question  of  if  there  is  a  place,  for  the  small  in- 
dividual investor  is  in  question;  how  to  control  the  con- 


stantly growing  power  of  institutional  investors,  particular- 
ly unfiduciary-minded  mutual  funds  which  often  have  the 
stock  blocks  to  make  or  break  or  otherwise  dispose  of  in- 
dividual corporations;  what  to  do  about  the  takeoverers 
who  so  often  turn  out  to  be  undertakers  for  the  over-taken. 

This  Nixon  commission  will  be  wrestling  with  recom- 
mendations that  go  to  the  very  essence  of  a  functioning 
free  enterprise  economy.  Without  that  free  enterprise  econ- 
omy, freedom  itself  in  every  aspect  is  in  jeopardy. 

In  short,  what  emerges  from  this  Nixon  Administration 
study  could  be  the  most  far-reaching  and  impactful  since 
Woodrow  Wilson's  aforementioned  accomplishment. 

Contrary  to  some  superficial  criticisms  that  too  many 
commission  members  are  "in  the  business,"  that  should  be 
a  source  of  strength.  After  all,  sometimes  it  helps  to  know 
a  little  something  about  what  one  is  talking  about. 

And  of  inestimable  value  to  all  of  us  who  work  for  a 
living  is  the  fundamental  belief  of  the  President  and  his 
Administration  in  the  viability  and  complete  desirability  of 
a  free  but  responsible  free  enterprise  system. 


TO  BE  OR  NOT  TO  BE  A  TRUSTEE 


Whether  it  is  the  function  of  corporate  directors  to  ac- 
tually function  has  been  debated  since  the  evolvement  of 
the  corporate  structure.  There  have  been  no  definitive  an- 
swers. No  particular  practice  has  emerged  as  Dogma. 

One  provocative  and  not  easily  dismissed  approach  was 
simply  put  by  Isaiah  Bowman,  the  retiring  head  of  Johns 
Hopkins  University,  about  his  board  of  trustees: 

"Every  time  the  board  of  trustees  meets,  the  agenda 
paper  should  contain  but  two  items.  The  first  item  ought 
always  to  be,  'Shall  we  fire  the  president  today?'  If  the  an- 


swer is  'yes>'  then  item  two  on  the  agenda  paper  should  be, 
'Who  are  to  serve  on  the  committee  to  select  a  new  presi- 
dent?' The  board  should  then  adjourn.  But  if  the  decision 
on  the  first  question  is,  'We  shall  not  fire  the  president 
today  '  number  two  should  be,  'What  can  we  do  to  support 
the  administration?'  .  .  .  Sink  or  swim;  once  you  are  com- 
mitted to  a  choice,  the  administration  must  be  supported." 
If  there  was  or  ever  is  a  simple  answer  to  the  complex 
question  of  the  function  of  trustees  or  directors,  that  is  one 
not  without  merit. 
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AT  THE  TOP  OF  THE  MOST- WANTED  LIST 


An  ombudsman  or  the  equivalent  thereof  for  those  being 
rued-and-tattooed  by  the  computer. 

Valiantly  tilting  one's  individual  lance  against  a  com- 
puter wrong  makes  Don  Quixote  look  like  an  odds-on  fa- 
vorite in  his  assault  on  windmills.  Neither  chivalry  nor 
compassion  nor  a  modicum  of  understanding  are  imputable 
to  the  nearly  omnivorous  computer  maw. 

Who  among  us  has  not  sought  at  length  and  often  in 
vain  to  correct  a  computer  billing  error  or  magazine  sub- 
scription labels  or  any  one  of  the  infinite  other  matters 
which  are  pouring  ceaselessly,  endlessly  into  their  ever- 
expanding  memory  banks? 

Who  among  us  doesn't  have  many  funny  tales  to  tell  of 


tussles  with  this  ultimate  technological  achievement?  Funny 
—like  Sick  jokes  and  Morbid. 

With  the  widening  spread  of  instant  credit  information, 
a  man's  reputation  and  life  can  be  near-ruined  by  the 
growing  centralization  of  computer-banked  information 
and  misinformation.  To  know  what  I  mean,  read  that 
horrifying  tale  in  the  July  27th  issue  of  Newsweek. 

There  absolutely  must  be  some  sort  of  appeal  from  this 
electronic  Sentencing,  some  way  to  set  a  record  that's 
wrong  right;  some  way  for  the  said-about  to  take  issue 
when  wronged  by  what  the  printout  is  saying. 

Otherwise,  Orwell's  1984  will  be  with  us  a  decade 
ahead  of  its  time. 


A  TRAVELER'S   SIMILES 


As  rare  as  an  English  waiter  in  London. 

As  rare  as  cordiality  in  France. 

As  rare  as  a  good  bullfight  in  Spain. 

As  rare  as  a  haggleless  price  in  Morocco. 

As  rare  as  good  spaghetti  in  Rome. 

As  rare  as  an  unkind  Italian. 


As  rare  as  a  music  hater  in  Austria. 

As  rare  as  a  reasonable  price  in  Germany. 

As  rare  as  an  unpleasant  Dane. 

*      *      * 
Sure  Sign  Of  A  Free  Country: 
Traffic  jams. 


GOOD  MAN  GONE 


It's  oft  been  said  rich  men's  sons  have  many  advantages 
to  overcome  if  they  are  to  lead  constructive  lives. 

Exceptions  come  readily  to  mind  and  one  of  the  greatest 
of  these  in  our  time  was  Dick  Mellon.  He  had  wieldy  hold- 
ings in  Alcoa,  Gulf,  Koppers,  Mellon  Bank,  First  Boston 
Corporation,  and  great  influence  on  numerous  others. 

He  took  his  many  talents  (in  the  biblical  sense)  and  in- 
deed multiplied  them.  Early  recognizing  the  impossibility 
of  running  these  multiple  giants  himself,  he  had  a  near- 
uncanny  knack  for  picking  helmsmen  and  giving  them  full 


rein  and  fully  of  the  fruits  of  their  success.  Despite  a  real 
modesty,  with  genial  determination  he  put  his  stamp  on 
every  aspect  of  the  great  City  of  Pittsburgh  and  all  about 
it.  He  married  one  of  the  three  beautiful  daughters  of 
Morgan  millionaire  Seward  Prosser,  an  Englewood,  N.J. 
neighbor  of  our  family.  In  all  the  years  since,  I  have  seen 
Dick  Mellon  many  times  in  many  climes  and  never  ob- 
served him  undone  or  overdone  by  the  powers  and  prob- 
lems of  vast  wealth. 

He  spread  the  Good  Life  and  enjoyed  it. 


HISSING  THE  VILLAIN 


If  you  try  pronouncing  SST  it  comes  out  as  a  sort  of 
cross  between  a  hiss  and  an  attention-getting  psst.  The 
SuperSonic  Transport  for  which  the  initials  stand  is  getting 
an  increasing  amount  of  both. 

It's  been  a  while  since  a  Prince  of  Wales  has  made  any 
public  noises  of  particular  relevance  to  this  longago  Colony, 
but  Prince  Charles,  sounding  every  bit  his  father's  son,  re- 
cently made  his  observation  to  England  on  the  touchy 
French-English  SST,  Concorde: 

"Sometimes  I  think  I  would  like  to  go  in  it.  But 
then,  if  it  is  going  to  pollute  us  with  noise,  if  it  is 
going  to  knock  down  churches  or  shatter  price- 
less windows  when  it  tests  its  sonic  booms— is  this 
what  we  really  want? 
"This  is  one  of  the  technological  achievements 


which  could  do  harm.  What  sort  of  price  are  we 
prepared  to  pay  for  this  sort  of  advance?" 
Being   able   to   cross   oceans— at   fantastic   cost— quicker 

than  you  can  now  reach  airports  from  home  and  office  is 

simply  an  asinine  assignment  of  priorities. 


NOTE  TO  SALARY  SETTERS 

Pay  a  man  the  least  possible  and  you'll  get  from  him 
the  same. 


—Malcolm  S.  Forbes, 

Editor-in-Chief 
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Ever  since  we  got  together, 
the  world  has  taken  on  a  different  look. 


No,  the  giants  haven't  dis- 
appeared. 

When  we  got  together,  we 
didn't  expect  them  to. 

But,  happily,  the  world  has 
taken  on  a  different  look. 

For  one  thing,  we,  at  Great 
Northern  Nekoosa,  are  a  lot  bigger 
than  we  were  before.  When  we  were 
Great  Northern  and  Nekoosa 
Edwards. 

Now  we  have  combined 
assets  of  $430  million,  combined 
sales  of  $340  million  and  a  net  in- 
come of  $20  million  a  year. 


Which  means  we  can  look  for- 
ward to  more  financial  power  in  the 
future. 

For  another  thing,  we're  bet- 
ter situated  in  the  marketplace.  Be- 
cause we're  in  more  markets. 

We're  the  country's  leading 
independent  producer  of  newsprint 
and  containerboard.  And  a  leading 
producer  of  high-grade  business 
communication,  printing  and  pub- 
lishing papers. 

We're  a  major  innovator  of 
papers  for  computers  and  copiers. 
And  a  major  producer  of  papers  for 
directories,  catalogs,  magazines, 
paperbacks  and  special  supple- 
ments. 

If  one  of  our  markets  happens 
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to  be  down,  chances  are  others  will 
be  up. 

Since  we  got  together,  the 
world  has  never  looked  better. 

If  you'd  like  to  find  out  more 
about  us,  write  to  Peter  Paine, 
Chairman  of  the  Board,  Great 
Northern  Nekoosa,  522  Fifth  Ave- 
nue, New  York,  New  York  10036. 

GREAT 

NORTHERN 

NEKOOSA 

CORPORATDN 
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Communicate  with  WUI 


WUI's  twin-computer  Telex. 
It  ends  your  overseas 
phone  hang-ups. 

Using  the  phone  for  overseas  business? 

If  it  took  time  to  get  your  overseas  connection... 

If  there  was  a  language  problem . . . 

If  nobody  was  there  to  answer  your  call . . . 

If  you  had  to  write  something  before  or  after... 

If  you  paid  for  two  "hellos,"  two  "goodbyes," 

and  one  "how's  the  weather  over  there,  John" . . . 

If  any  of  these  happened  to  you,  you  should  have 

used  WUI  Telex,  computerized  to  route  your 

messages  by  cable  and  satellite  all  over  the  world. 

There  are  times  when  you  will  want  to  use  a 
telephone.  Arrange  it  by  Telex.  Confirm  it  by  Telex. 

For  more  information,  contact  WUI  TELEX 
26  Broadway,  New  York,  N.Y.  10004 
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Western  Unon  International  Inc. 
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Caught  in  the  Backlash 

Avco  Corp.  has  nothing  to  do  with  Penn  Central,  but 
the  big  railroad's  collapse  almost  brought  down  Avco. 


The  top  men  at  Avco  Corp.  make 
their  headquarters  amidst  trees  and 
lawns  on  the  lavish  estate  of  the  late 
Puhlisher  Henry  B.  Luce  in  Green- 
wich. Conn.  Only  a  few  minutes  pleas- 
ant drive  away  are  many  of  their 
homes,  country  clubs  and  boat  basins. 
Just  across  the  highway,  convenient 
for  the  corporate  aircraft,  is  the  White 
Plains.  NY.  airport. 

But  recently  the  Avco  men  have 
had  scant  chance  to  enjoy  their  pleas- 
ant surroundings.  For  months  they 
have  been  scurrying  around  the  U.S. 
in  search  of  financing.  Finally,  in  mid- 
August  Avco  lined  up  the  credits  it 
needed.  What  the  costs  will  be  for  its 
stockholders,  however,  remains  to  be 
seen.  Certainly  the  costs  already  are 
great  Its  stock,  which  sold  as  high  as 
85  in  1987  and  1968,  recently  sold 
around  9.  Many  of  its  bonds  arc  selling 
for  around  50  cents  on  the  dollar.  Like 
Chrysler,  which  recently  laced  a  crisis 
in  commercial  paper,  Avco  got  hit  with 
the  backlash  from  Penn  Central. 

Unlike  Penn  Central,  Avco  was  not 
primarily  a  case  of  bad  management. 
Avco  was  brought  to  the  brink  of  dis- 
aster by  an  ill-timed  use  of  leverage. 
As  against  stockholders'  equity  of 
around  $420  million,  parent  Avco 
found  itself  earning  a  debt  load  of 
$680  million.   Its  recently  deconsoli- 


dated  finance  subsidiaries  were  even 
more  highly  leveraged:  $1.1  billion 
debt  vs.  $220  million  equity.  The  worst 
of  it  was:  Avco  and  its  finance  sub- 
sidiaries owed  over  $600  million  in 
commercial  paper  that  was  coming  due 
at  an  alarming  clip,  with  new  Avco 
commercial  paper  almost  unsalable. 

Trying  Times 

"These  have  been  trying  times  for 
us,"  said  James  B.  Kerr,  Avco's 
$250,000-a-year  president  and  chief 
executive  officer.  "Particularly  the  last 
six  or  eight  weeks  since  the  Penn  Cen- 
tral bankruptcy."  Kerr  was  tired  but 
pleased  as  he  spoke.  He  had  just  got- 
ten a  group  of  18  banks,  headed  by 
several  big  New  York  banks,  to  recast 
Avco's  short-term  debt  with  an  $890- 
million  line  of  credit. 

Avco  had  managed  to  buy  some 
valuable  time  and  breathing  space. 
Unlike  Penn  Central,  Avco  was  not 
running  deep  in  the  red.  Its  subsid- 
iaries, though  hurt  by  the  recession, 
were  mostly  profitable.  The  problems 
that  nearly  brought  Avco  down  were 
chiefly  financial.  Avco  is  a  major  fi- 
nance company  among  other  things, 
and  finance  companies  require  huge 
amounts  of  short-term  debt.  In  recent 
years,  three  major  finance  companies 
have  collapsed,  raising  doubts  in  the 


minds  of  the  money  lenders.  Then 
came  the  Penn  Central  situation. 
Sound  or  not,  Avco  could  no  longer 
get  new  money  as  its  older  short-term 
paper  matured. 

There  was  another,  though  less  im- 
mediate, problem.  Avco  is  tied  into  ail- 
ing Lockheed's  L-1011  plane  as  a  ma- 
jor subcontractor.  If  Lockheed  can  not 
get  the  $500  million  it  is  desperately 
seeking,  Avco's  considerable  invest- 
ment in  the  L-1011  could  be  lost. 

The  leverage  that  put  Avco  in  such 
jeopardy  this  year  arose  out  of  a  well- 
planned  program  for  changing  itself 
from  a  defense-oriented  company  into 
a  diversified  holding  company.  In  ad- 
dition to  its  defense  businesses  (ma- 
jor airframe  components  and  gas  tur- 
bine engines),  Avco  already  owned 
New  Idea,  a  smallish  farm  equipment 
maker;  12  radio  and  TV  stations  and  a 
finance  company,  Avco  Delta.  Then  it 
merged  with  Worcester,  Mass.'  Paul 
Revere  Corp.,  a  big  insurance  compa- 
ny, in  a  deal  that  left  Revere's  own- 
ers, the  Harrington  family,  as  Avco's 
chief  stockholders. 

In  fairly  rapid  succession  Avco 
acquired  Seaboard  Finance  (consum- 
er loans),  Embassy  Pictures,  Rancho 
Bernardo  (land  development)  and 
Carte  Blanche  (credit  cards  and  trav- 
el). "Our  strategy,"  explains  Jim  Kerr, 


Frying  Pan  To  Fire.  Avco  management  was  right  to 
change  its  old  defense  orientation,  but  the  diversifica- 
tion turned  out  badly.  Like  the  contract  to  make  wings 


for  Lockheed's  airbus.  Avco  has  poured  in  $71  million, 
must  come  up  with  $40  million  more  by  mid-1971 .  This 
at  a  time   when   Lockheed's  very  future   is   in   doubt. 
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"had  been  to  move  away  from  cycli- 
cal, high-labor-cost  operations  into 
growing  financial  service  operations 
and  leisure-time  activities  like  land, 
travel  and  entertainment."  Its  sales 
climbed  nearly  50%,  to  $900  million. 
Considering  what  has  since  happened 
to  the  defense  industry,  tbis  looked 
like  a  wise  move. 

Where  the  problem  came  in  was 
this:  Since  its  common  stock  was  low 
in  the  early  days  of  the  acquisitions 
program,  Avco  and  its  finance  subsid- 
iaries relied  heavily  on  borrowing  for 
its  expansion  plans.  Funded  debt,  not 
counting  short-term  loans,  soared  from 
around  $270  million  in  1966  to  some 


Actually,  Avco's  troubles  were 
piling  up  even  before  the  Penn  Cen- 
tral collapse  brought  them  to  a 
head.  Early  this  year,  when  con- 
vertible debentures  were  still  high- 
ly salable,  Avco  was  readying  a 
$50-million  offering  of  convertible 
bonds.  The  Securities  &  Exchange 
Commission  wanted  Avco  to  file  a 
five-year  pro  forma  income  account 
including  Seaboard  Finance  opera- 
tions, acquired  only  in  1969.  This 
would  have  penalized  Avco's  earn- 
ings. As  a  result,  the  issue  wasn't 
cleared  until  the  crash,  and  the  is- 
sue has  never  been  sold. 

Avco's  underwriters  were  Leh- 
man bios.  Faced  with  maturing 
commercial  paper  and  the  near  im- 
possibility of  marketing  bonds,  Leh- 
man   also    tried    in    June    to    put 


$965  million  at  the  end  of  last  year. 

Kerr  ruefully  admits  there  was  a 
major  cost  factor  they  underestimated 
in  all  this:  "the  cost  of  money."  It 
was  smart  to  avoid  high-labor-cost 
businesses.  But  Avco's  bosses  forgot 
that  money  costs  could  rise  even  faster 
than  labor  costs.  Interest  costs  were 
running  at  an  annual  rate  of  $140  mil- 
lion in  1970  vs.  just  $32  million  four 
years  ago.  Says  Richard  W.  Yantis, 
group  executive,  financial  services,  and 
a  member  of  the  finance  committee: 
"We  missed  our  estimates  on  the  cost 
of  money  by  15%  this  year  and  it  is 
costing  us  an  additional  $8  million  to 
$10  million  after  tax." 

Kerr  acknowledges  that  Avco  erred 
far  more  than  that  on  the  assumption 
of  the  availability  of  credit.  "We  knew 
the  economy  was  headed  downward. 
But  we  also  assumed  that  interest 
rates  would  be  declining  earlier  this 
year  and  money  would  be  somewhat 
easier.  In  fact  I  made  a  speech  to  a 
group  of  bankers  about  that  last  April 
on  the  West  Coast."  Now  Kerr  figures 
rates  won't  go  down  at  all  this  year. 
Perhaps  it  will  for  prime  borrowers, 
but  for  Avco,  no  longer  a  prime  bor- 
rower, the  cost  actually  is  up. 

Meanwhile,  Avco's  operational  prob- 
lems, while  not  fatal,  were  certainly- 
very  bothersome.  In  Canada,  Avco 
Delta's  insurance  operations  had  gone 
into  the  red.  In  the  U.S.,  earnings  were 
hit  this  year  by  trucking  strikes  that 
affected  its  abrasive  and  specialty 
steel  operations,  and  by  lower  sales  of 
light  aircraft  engines  (Lycoming  is  a 
major  engine  supplier).  There  were 
high  start-up  costs  in  a  new  manufac- 
turing plant  of  Moffats  Ltd.,  a  Cana- 
dian manufacturer  of  electric  and  gas 
ranges.  There  was  a  sharp  decline  in 
earnings  from  Avco  Embassy  Pictures, 

How  Avco  Squeaked  Through 


an  equally  sharp  decline  in  broadcast- 
ing, continuing  expenses  from  the 
Lockheed  L-1011  program  and  lower 
capital  gains. 

None  of  these  operating  problems 
alone  would  have  pushed  Avco  to  the 
brink  but  they  certainly  hurt.  All  in 
all,  earnings  were  down  in  the  first  half 
from  $1.5,4  to  23  cents  a  share. 

According  to  Finance  Committee 
Chairman  Yantis,  Avco  had  a  negative 
cash-flow  in  the  first  half  of  1970  of 
$58  million.  An  additional  $40  million 
of  L-1011  costs  will  peak  between 
mid-1970  and  mid-1971.  He  hopes  to 
run  near  break-even  in  the  first  half 
of  1971,  excluding  L-1011  costs. 

So  it  was  that  leverage  and  diversi- 
fication, until  recently  articles  of  faith 
among  corporate  men,  almost  proved 
Avco's  undoing.  The  company  has 
been  saved  from  insolvency.  But  the 
banks  and  insurance  companies  are 
having  a  big  say  in  Avco  now  and 
are  calling  some  of  the  shots.  That  is 
the  inevitable  price  of  rescue  by  the 
moneylenders.  The  lenders  are  urging 
divestiture  of  a  number  of  marginal 
operations  over  the  next  few  months. 
These  could  bring  in  some  $50  million 
to  $60  million  in  cash.  The  closing 
down  of  Avco  Delta's  marginal  com- 
mercial finance  business,  one-third  of 
Avco  Delta,  could  throw  off  another 
$60  million  over  the  next  nine  to  12 
months.  Avco  has  also  virtually  gutted 
its  movie  operation,  cutting  back  pro- 
duction from  15  films  (with  a  budget 
of  $25  million)  this  year  to  one  film 
next  year.  Other  cutbacks  could  fol- 
low. The  carefully  planned  diversifica- 
tion program  has  been  badly  set  back. 

Moral:  It  will  be  a  long  time  before 
either  leverage  or  diversification  are 
again  regarded  as  a  sure  cure  for 
corporate  ailments.  ■ 


together  a  $50-million  long-term  is- 
sue for  Avco's  finance  subsidiary, 
Avco  Delta,  but  couldn't  find  buy- 
ers—even though  it  kept  raising  the 
interest  rate  to  10%  and  higher.  The 
Penn  Central  collapse  finished  off 
any  chance  of  selling  a  semispecu- 
lative  issue  to  the  institutions. 

The  Avco  Delta  financial  people 
were  becoming  really  worried.  The 
issue  had  to  be  sold  because  some 
commercial  paper  was  coming  due. 
In  July  Avco  and  Lehman  Bros, 
decided  to  cut  the  issue  down  to 
$30  million,  put  a  whopping  11% 
coupon  rate  on  and  sell  the  deben- 
tures to  individual  investors.  It  took 
some  doing,  but  Lehman  Bros,  and 
its  syndicate  managed  to  sell  the 
issue. 

It  took  an  additional  five  weeks 


to  line  up  an  $890-million  total 
package  of  credit  to  back  up  Avco's 
fast-coming-due  short-term  liabili- 
ties. The  bankers,  led  by  Morgan 
Guaranty,  Chase  Manhattan,  First 
National  City  of  New  York  and  15 
others,  renegotiated  a  $175-million 
revolving  credit  into  a  $279-million 
one.  The  banks  also  lent  Avco  $105 
million  through  Paul  Revere  Corp. 
In  Paul  Revere  the  bankers  ob- 
tained a  free  and  clean  lien  on  the 
assets  of  its  big  healthy  life  insur- 
ance operations. 

In  just  seven  weeks  Avco  has 
whittled  its  commercial  paper  from 
over  $600  million  to  $275  million, 
and  the  latter  is  covered  by  the 
unused  portion  of  the  line  of  credit. 

Now  Avco's  executives  have  more 
time  to  devote  to  operations. 
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The  Men  Who  Make  Treasurers  Tremble 


You've  probably  never  heard  of  Albert  C.  Esokait  or  H. 
Russell  Fraser.  Just  about  every  corporate  treasurer  has. 


Last  spring,  the  Pennsylvania  Co., 
the  real  estate  subsidiary  of  the  Penn 
Central  system,  was  preparing  to  raise 
$100  million  of  additional  debt  in  a 
public  offering.  On  May  14.  Standard 
&  Poor's  rated  the  Pennsylvania  Co. 
bonds  BB— speculative.  The  bond  of- 
fering never  reached  the  market. 

Such,  in  times  of  economic  uncer- 
tainty, is  the  power  of  Moody's  and 
Standard  &  Poor's,  the  two  major  bond 
rating  services.  Though  companies 
won't  admit  it,  more  than  one  has 
canceled  a  financing  because  of  a 
low  rating.  Five  years  ago  the  typical 
A-rated  corporate  bond,  such  as  Mont- 
gomerv  Ward,  would  sell  to  yield 
4.9%,  a  BBB  (the  next  lowest  S&P's 
rating)  for  5.1V.  only  about  a  fifth  of 
a  percentage  point  higher.  Today  an 
A  might  be  priced  at  9X.  But  a  BBB 
might  have  to  be  priced  as  much  as 
1%  higher,  a  fivefold  increase  in  what 
is  called  "the  spread."  For  a  compa- 
ny such  as  Boise  Cascade  Credit  Corp., 
which  recently  got   the  lower  rating 

Esokait  of  Moody's 


from  S&P's  for  a  $75-million  deben- 
ture issue,  the  difference  could  cost 
the  company  $3.7  million  over  the 
short  five-year  life  of  the  debenture. 
Add  to  this  the  jittery  commercial  pa- 
per market  where  a  low  bond  rating 
may  make  it  impossible  for  a  compa- 
ny to  turn  over  a  maturing  issue.  For 
such  reasons,  one  Wall  Street  invest- 
ment banker  calls  Moody's  and  S&P's 
"powerful,  very  powerful." 

Handicappers 

Neither  Moody's  nor  S&P's  officially 
admit  that  they  can  make  or  break  a 
debt  offering  or  establish  an  interest 
rate.  They  point  out  that  other  factors 
also  determine  the  interest  rate  of  a 
specific  corporate  bond:  the  size  of  the 
issue,  whether  it  has  a  call  provision, 
and  the  underwriter's  judgment  as  to 
its  marketability. 

But  realistically,  these  two  services 
do  have  a  huge  effect  on  interest 
rates,  for  they  measure  the  all-impor- 
tant question  of  quality.  In  effect, 
their  ratings  are  judgments  of  the  odds 
that  a  company  will  pay  back  the  in- 
terest and  principal  on  a  debt  issue 
fully  and  on  time. 

The  most  respected  of  the  bond 
rating  services  is  probably  Moody's. 
It  is  older  (61  years  compared  with 
46  years  for  S&P's).  And  its  boss  is  Al- 
beit C.  Esokait,  a  62-year-old  Moody's 
senior  vice  president  who  has  spent 
45  years  at  Moody's.  Esokait  is  proud 
of  these  years.  "I  went  through  the 
Depression  when  things  were  rough 
and  tough  and  I  examined  hundreds  of 
companies  that  went  through  the 
wringer.  That  was  a  time  when  the 
only  way  to  judge  the  value  of  a  se- 
curity was  by  an  exhaustive  examina- 
tion of  the  balance  sheet.  I  think  more 
intensive  research  was  done  then  to 
substantiate  an  opinion,  than  is  done 
today  on  Wall  Street." 

Esokait  prefers  to  downplay  his  per- 
sonal influence.  "Our  ratings  are  a 
committee  decision."  But  Wall  Street- 
ers  say  that  Esokait  plays  the  decisive 
role  at  Moody's. 

Both  Moody's  and  S&P's  ratings  con- 
sist of  nine  basic  categories  ranging 
from  triple-A  to  C.  While  the  letter- 
ing system  varies  slightly,  the  cate- 
gories are  considered  comparable. 
Thus  the  fourth-highest  category  (Baa 
for  Moody's,  BBB  for  S&P's)  is  general- 
ly regarded  as  the  lowest  category  of 
investment-grade  bond.  A  bond  with 
the  fifth  rating  (Ba  and  BB)  is  con- 
sidered to  be  speculative. 

Part  of  bond  rating  involves  reading 
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the  fine  print  in  the  prospectus.  The 
rating  service  must  know  the  legal 
standing  of  the  bondholders  in  the 
case  of  bankruptcy  or  the  conditions 
under  which  interest  might  not  be 
paid.  Thus  a  company  such  as  Texas 
Power  &  Light  can  have  some  of  its 
bonds  rated  Aaa  while  others  are  rated 
Aa.  For  example,  after  the  Penn  Cen- 
tral bankruptcy,  all  PC  bonds 
plunged,  but  some  much  farther  than 
others:  Some  issues  still  sell  at  more 
than  30  cents  on  the  $1  while  others 
sell  for  12  cents  or  15  cents. 

The  bulk  of  the  job  is  analyzing 
the  company  itself,  particularly  the 
balance  sheet.  Every  bond  rating  will 
normally  involve  at  least  the  calcula- 
tion of  fixed-charges  coverage,  the 
debt-to-equity  ratio,  working  capital 
position  and  current  ratio.  But,  says 
Esokait,  bond-rating  "is  not  a  numbers 
game.  You  couldn't  rate  bonds  on  a 
computer.  It  would  blow  a  gasket. 
Bond-rating  is  a  comprehensive  anal- 
ysis of  the  position  of  a  company  in 

Fraser  of  S&P's 


whatever  industry  it  is  in."  Thus,  the 
typical  bond  rating,  like  a  stock  rat- 
ing, includes  a  look  at  the  industry's 
growth  potential,  the  company's  earn- 
ings projections,  and  the  caliber  of 
management. 

"Al,  My  Buddy" 

Partly  because  a  bond  rating  hinges 
so  much  on  judgment,  Esokait  is 
courted  by  treasurers  and  company 
presidents,  mayors  and  governors. 
"Every  company  thinks  they  are  a  rri- 
ple-A,"  says  Esokait.  "But  what  we  are 
particularly  interested  in  is  their  abili- 
ty to  meet  contractual  obligations  dur- 
ing times  of  stress.  Most  companies 
don't  realize  that  you  are  not  only  look- 
ing at  them  now,  but  further  down 
the  road.  So  many  companies  are  dis- 
appointed with  their  ratings." 

Esokait  says  that  he  will  meet  with 
companies  that  are  unhappy  with  their 
ratings  "as  much  as  four  or  five  or  six 
times.  They  come  after  you  with  ev- 
ery conceivable  form  of  pressure,"  he 
adds.  Normally  the  pressure  is  quiet. 
Occasionally  it  hits  the  headlines,  such 
as  in  1965  when  Moody's  downgraded 
the  City  of  New  York's  municipal 
bonds  from  A  to  Baa,  leading  New 
York  City  Finance  Administrator  Roy 
M.  Goodman  to  later  charge  that: 
"The  whole  municipal  bond  rating  sys- 
tem, now  carried  out  largely  by  these 
two  private  agencies,  is  a  horse-and- 
buggy  system  in  a  jet  age." 

Downgrading  bonds  is  not  common. 
"You  are  striving  for  a  stability  in  the 
ratings,"  says  Esokait.  "You  don't 
change  ratings  on  a  change  in  the 
business  cycle.  You  change  on  funda- 
mentals." So  far  this  year  Moody's  has 
upgraded  about  five  corporate  bonds 
and  downgraded  about  27.  Most  often 
the  reason  for  the  downgrading,  says 
Esokait,  is  that  the  company  has  taken 
on  additional  debt.  That  is  the  princi- 
ple reason  why  Duke  Power  went 
from  Aaa  to  Aa,  and  J.  C.  Penney 
from  A  to  Baa. 

But  other  factors  can  cause  a  bond 
to  be  downgraded.  Moody's  down- 
graded International  Minerals  & 
Chemicals  bonds  from  Ba  to  B  partly 
because  ol  fundamental  problems  in 
the  outlook  for  phosphates.  S&P's  low- 
ered Yonngstown  Sheet  &  Tube's  rat- 
ing from  AA  to  A  in  June,  partly  be- 
cause  ot  lower  earnings.  In  May  it 
took  the  highly  unusual  step  of  down- 
grading a  Jones  &  Langhlin  bond  two 
grades,  from  A  to  BB.  "We  wen 
amazed  at  the  rate  ol  deterioration  ol 
the  balance  sheet,"  says  II.  Russell 
Fraser  who  heads  S&P's  corpora 
bond  department.  "We  were  con- 
cerned about  the  dividends  and.  with 
Ling-Temco-Vought  in  the  picture, 
about  the  continuity  ol  management. 
We   saw    operational    problems    that 


the  experts  didn't  see  any  solutions  to. 
The  easy  thing  would  have  been  to  rate 
it  triple-B  and  then  later  downgrade  it 
to  double-B.  But  our  rating  is  for  the 
benefit  of  the  investor." 

In  the  case  of  Penn  Central,  S&P's 
had  rated  some  of  its  bonds  BBB  or 
higher-investment  grade.  The  ratings 
weren't  changed  until  May  when 
S&P's  reviewed  the  new  bond  issue. 
Some  criticize  S&P's  for  this.  Fraser 
defends  it:  "Until  you  read  the  pro- 
spectus there  was  no  tangible  evidence 
that  anything  was  wrong.  You  can't 
anticipate  these  things." 

Despite  their  differences  in  age  and 
experience  (Fraser  is  only  29  years 
old  and  has  worked  at  S&P's  for  just 
3M  years)  there  are  similarities  be- 
tween Esokait  and  Fraser.  Neither 
attended  big-name  schools.  Esokait 
went  to  Pace  College  in  Manhattan  at 
night.  Fraser  attended  Orange  County 
Community  College  in  upstate  New 
York  for  two  years  and  then  went  on 
to  graduate  from  the  University  of 
Arizona.  Both  fill  their  offices  with 
manuals  and  bookcases  instead  of 
antique  coffee  tables  or  comfortable 
sofas.  Both  work  in  nondescript  build- 
ings in  a  drab  no-man's  land  of  fac- 
tories, government  offices  and  small 
businesses  midway  between  the  flashy 
uptown  corporate  office  buildings  and 
Wall  Street's  plush  firms.  Neither  will 
admit  to  feeling  that  he  has  been  by- 
passed by  the  surging  interest  in  the 
stock  market  during  the  Sixties. 

Two  Eras 

But  Esokait  is  nearing  retirement 
age  and  Fraser  is  not  yet  30.  So  as 
Esokait  exudes  ancient  wisdom  and 
seasoned  judgment,  Fraser  seems 
more  inquiring,  more  aggressive.  Eso- 
kait prefers  not  to  discuss  the  S&P's 
ratings.  But  Fraser  and  others  at  S&P's 
are  willing  to  question  a  Moody's  rat- 
ing. For  example,  S&P's  rated  Gould 


BBB  and  Union  Oil  AA  while  Moody's 
rated  them  both  A.  "How  could  you 
give  Union  Oil,  with  its  operating  rec- 
ord, its  larger  size  and  its  consider- 
•ably  greater  asset  protection,  the  same 
rating  as  you  give  Gould?"  asks  Fra- 
ser. Moody's  rates  Lockheed's  bonds, 
but  S&P's  stopped  rating  them  in  June.' 
"When  you  don't  know  all  the  facts, 
you  can>t  rate  them,"  says  Fraser.  Gen- 
erally, however,  they  agree  though 
Wall  Streeters  say  that  Esokait  seems 
to  rely  more  on  balance-sheet  figures 
while  Fraser  is  more  apt  to  question 
the  earnings  outlook. 

There  are  other  differences.  Moody's 
will  not  rate  finance  companies.  S&P's 
does.  This  year  S&P's  began  to  rate 
commercial  paper.  Moody's  has  no 
plans  to  (though  another  D&B  sub- 
sidiary, the  National  Credit  Office,  is 
still  smarting  from  the  embarrassment 
of  its  rating  of  Penn  Central  commer- 
cial paper  as  prime  up  to  the  day  of 
the  road's  bankruptcy) . 

Both  agencies  have  their  critics. 
Some  feel  that  there  should  be  addi- 
tional ratings;  that  two  ratings  con- 
centrates power  too  greatly.  Others 
question  how  effectively  either  agency 
can  monitor  a  company  once  the  origi- 
nal rating  is  made.  And  that  Moody's 
refusal  to  rate  finance  companies 
places  too  much  power  in  S&P's. 

To  this,  both  services  answer  that 
there  are  literally  thousands  of  bond 
issues  to  rate  and  that  a  service  that 
brings  in  only  peanuts  in  relation  to 
the  billions  it  rates  cannot  be  perfect. 
Neither  Moody's,  a  subsidiary  of  Dun 
&  Bradstreet,  nor  S&P's,  acquired  in 
1966  by  McGraw-Hill,  is  estimated  to 
be  highly  profitable. 

To  their  credit  and  despite  all  these 
handicaps,  no  one  has  ever  accused 
the  bond  rating  services  of  being  any- 
thing but  objective  and  honest.  Which 
is  more  than  anyone  can  say  about 
some  Wall  Street  recommendations.  ■ 


Interest  Rates.-  Esokait  vs.  Fraser 


Which  way  will  interest  rates 
head?  Moody's  Esokait  and  S&P's 
Fraser  differ  markedly  when  it 
comes  to  the  outlook  for  the  bond 
market.  Says  Esokait:  "I  think  yield 
on  quality  bonds  hit  their  peak  in 
June."  Fraser  emphatically  dis- 
agrees.  "We  have  not  yet  seen  the 
highs." 

In  late  1969  Esokait  had  fore- 
cast that  interest  rates  would  rise, 
then  decline  to  about  1%  on  doublc- 
A  utilities  by  the  end  of  1970.  Now 
lie  is  less  certain.  "What  has  upset 
my  thinking  is  this  tremendous  fi- 
nancing volume.  1  didn't  think  that 
virtually  every  company  in  the  U.S. 
would   become  concerned  with  re- 


funding its  short-term  debt.  That's 
why  it  is  now  impossible  to  be 
bullish  about  the  bond  market." 

Fraser,  in  contrast,  is  downright 
pessimistic  about  long-term  rates. 
He,  too,  emphasizes  the  tremen- 
dous volume  of  corporate  and  mu- 
nicipal financing  that  lies  ahead.  In 
addition,  he  predicts  that  many 
mutual  hinds,  now  large  bondhold- 
ers, will  dump  their  bonds  if  the 
stock  market  starts  rising.  And  that 
much  of  the  current  financing  is 
medium  term  and  may  have  to  be 
refinanced  in  five  to  seven  years. 
"I  think  interest  rates  on  a  double-A 
utility  will  be  <t>.5%  to  10%  by  the 
year's  end,"  says  Fraser. 
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Heavy,  Heavy. . . 

There's  trouble  ahead  for  copper.  How 
serious?  It  depends  on  who  you  ask. 


All  during  the  last  half  of  the  1960s 
U.S.  copper  producers  rolled  in 
profits,  the  result  of  a  worldwide  short- 
age and  a  near  doubling  of  prices.  In 
the  first  part  of  1970  it  was  more  of 
the  same.  For  the  first  six  months  Ken- 
necott  weighed  in  with  a  spectacular 
58%  increase  in  earnings  per  share.  In- 
spiration Consolidated  and  Phelps 
Dodge  were  not  far  behind,  with  51% 
and  47%  gains,  respectively.  The  only 
exceptions  were  Anaconda,  down  2VI 
because  of  the  Chilean  takeover  of  its 
mines  there  late  last  year,  and  Copper 
Range,  up  only  17%  because  of  prob- 
lems at  its  White  Pine.  Mich,  mine 
during  the  second  quarter. 

Vet  recently  with  a  suddenness  that 
generally  lurks  in  a  politically  and 
economically  volatile  worldwide  com- 
modity such  as  copper,  the  metal's 
lustrous  outlook  has  become  tar- 
nished. Big  customers  have  pulled 
back  from  the  world  market  and  sup- 
plies everywhere  are  rising  rapidly. 
Result:  The  price  of  copper  on  the 
London  Metal  Exchange  lias  plunged 
from  nearly  80  cents  a  pound  last 
spring  to  less  than  60  cents.  In  the 
U.S.  the  drop  has  been  less  but  only 
because  prices  never  went  up  so  far; 
U.S.  companies  traditionally  sell  cop- 
per to  their  domestic  customers  at 
lower  prices  when  world  prices  get 
too  high.  The  U.S.  price  is  down  only 
from  60  cents  to  56  cents. 

At  a  56-to-60-cent  price,  of  course, 
no  one  need  shed  tears  for  the  copper 
companies;  they  can  make  very  good 
money  at  those  prices.  It  is  said,  for 
example,  that  companies  like  Anacon- 
da and  Kennecott  can  produce  their 
copper  domestically  at  just  28  cents  a 
pound.  Even  after  nonproduction  costs 
and  taxes,  that  leaves  a  lot  of  room 
for  profit.  The  question,  however,  is 
one  of  trend:  What  happens  if  the 
downtrend  continues?  After  all,  cop- 
per sold  for  just  38  cents  a  pound  as 
recently  as  1968.  Moreover,  produc- 
tion costs  are  rising,  large  new  mines 
are  being  brought  into  production  and 
potentially  troublesome  labor  negotia- 
tions loom  just  ahead.  The  next  six 
months  to  a  year  will  tell  whether  the 
tarnish  turns  into  profit  corrosion. 

Certainly  the  factors  that  have  kept 
the  London  Metal  Exchange  price  so 


high  are  changing.  It  was  reportedly 
bid  up  by  shortages  and  the  stock- 
piling of  copper-short  nations  like  Ja- 
pan, China  and  Russia  from  around  32 
cents  a  pound  in  1964  to  as  high  as 
90  cents  a  pound  early  in  1966.  The 
so-called  U.S.  producer  price,  while 
lower  (out  of  producers'  fears  of  sub- 
stitution of  other  metals  for  copper 
and  later  by  pressure  from  the  John- 
son Administration)  in  the  last  few 
years,  however,  has  been  raised  from 
under  40  cents  to  a  peak  of  60  cents. 

Stockpiling,  not  Shortages 

The  world  shortage  that  propelled 
the  LME  price  upward  appears  to 
have  ended.  Demand  has  slackened 
dramatically.  Russia,  which  only  a 
few  years  ago  was  importing  80,000 
tons  of  copper  annually,  has  devel- 
oped its  own  sources  in  Bulgaria  and 
Poland  to  the  point  where  it  has  be- 
come a  net  exporter.  Japan  has  con- 
tracted for  and  discovered  enough  cop- 
per of  its  own  to  satisfy  its  needs  at 
least  through  1975;  in  fact,  the  Jap- 
anese recently  announced  plans  to  ex- 
port 20,000  tons  of  surplus  copper. 
China,  too,  has  reportedly  stockpiled 
to  the  point  where  it  is  no  longer  a 
major  buyer  on  the  world  market. 

Simultaneously  the  big  non-U. S. 
copper-producing  nations— Chile,  Peru, 
Zambia  and  the  Congo— have  been 
stepping  up  their  production  and  de- 
velopment of  new  mines  (Forbes, 
Mar.  1).  Now  that  they  have  expro- 
priated the  operations  of  foreign 
companies  they  are  determined  to 
wring  as  much  foreign  exchange  out 
of  them  as  they  can.  These  CIPEC  na- 
tions, as  they  are  called,  are  predict- 
ed to  boost  production  by  40%  through 
1975.  All  of  which  means  rising  sup- 
ply at  a  time  of  slackening  demand. 

In  the  U.S.,  too,  there  are  prob- 
lems. One,  of  course,  is  the  recession. 
Another  would  be  the  end  of  large 
consumption  for  the  Vietnam  war.  At 
the  same  time,  in  a  reaction  to  the  ex- 
propriation of  their  mines  in  Chile  and 
Peru,  U.S.  producers  are  making  large 
additions  to  their  domestic  capacity. 
This  year,  for  example,  Anaconda  is 
bringing  in  a  new  96,000-tons-a-year 
mine  at  Twin  Butte,  Ariz.,  and  anoth- 
er 13,000-ton  mine  at  Berkeley,  Mont. 


Phelps  Dodge  is  adding  38,000  tons  of 
capacity  at  Tyrone,  N.M.  Large  new 
Canadian  facilities  are  also  being  add- 
ed this  year.  Warns  a  recent  report  by 
the  Federal  Reserve  Bank  of  San  Fran- 
cisco: The  U.S.  copper  industry  alone 
could  have  "well  over  a  million  tons  of 
excess  capacity  by  1972"  with  no  al- 
lowance for  an  end  to  hostilities  in 
Vietnam. 

Copper  men  themselves  are  divided 
over  just  what  effect  these  develop- 
ments will  have  on  the  U.S.  price  and 
their  own  profits.  Charles  E.  Schwab 
of  Anaconda  replies:  "For  the  near 
term  things  look  good;  I  don't  think 
there  will  be  an  oversupply  for  some 
time  to  come,  if  at  all."  In  fact,  he 
thinks  that  stockpiling  before  next 
year's  labor  negotiations  in  the  cop- 
per industry  will  increase  demand. 
American  Smelting  &  Refining's 
Charles  F.  Barber,  however,  thinks 
that  the  economy's  recessionary  trend 
will  ease  demand  and  metals  prices. 
"With  the  continuing  rise  in  production 
costs,  a  squeeze  on  the  profits  of  met- 
al producers  may  develop,"  he  warned 
stockholders  several  months  ago. 

Warns  Hendrik  S.  Houtakker,  a 
member  of  President  Nixon's  Council 
of  Economic  Advisers  and  head  of  a 
special  committee  studying  the  U.S. 
copper  industry:  "There  is  a  huge 
copper  surplus  overhanging  the  world 
market  which  I  think  will  take  some 
time  to  work  off.  You  see  it  in  the 
London  prices  and  now  here.  Unless 
there  is  some  political  disturbance  in 
Chile  or  other  copper-producing  na- 
tions, I  think  the  price  will  continue 
to  go  down  at  least  until  the  end  of 
the  year.  After  that  a  recovery  de- 
pends on  what  happens  in  the  upcom- 
ing labor  negotiations  and  whether 
users  start  stockpiling  for  it." 

The  last  union  settlement,  after  a 
violence-marred,  nine-month  strike  in 
1968,  resulted  in  a  6%  annual  increase 
in  wage  levels.  The  copper  companies 
will  be  lucky  to  come  away  from  the 
bargaining  table  next  year  with  any- 
thing less  than  a  10%-a-year  increase. 

About  the  only  ones  happy  with  the 
current  turn  of  events  are  the  copper- 
fabricating  companies,  such  as  Gen- 
eral Cable  and  Scovill  Mfg.,  who  have 
had  to  buy  a  lot  of  their  raw  copper 
at  the  inflated  LME  price. 

By  and  large,  the  industry  is  keep- 
ing its  fingers  crossed.  The  long-range 
outlook  for  copper  demand  is  nothing 
short  of  terrif.  But  there  could  be  a 
very  scary  year  or  two  in  between.   ■ 
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Creeping  Capitalism 

Conservatives,  don't  despair!  Creeping  capitalism  may  help  save 
us  all  from  the  progressive  deterioration  of  public  services. 


Before  our  very  eyes,  many  of  the 
things  urban  Americans  have  long 
taken  for  granted  are  deteriorating: 
police  and  fire  protection,  garbage 
collection,  postal  services,  public 
schools.  As  state  and  local  taxes 
mount,  people  are  paying  more  for 
their  services  and  getting  less. 

So,  increasingly,  in  many  urban 
areas,  business  and  well-to-do  private 
citizens  are  making  their  own  arrange- 
ments for  police  protection,  garbage 
collection  and  even  education.  They 
are,  without  quite  realizing  it,  revert- 
ing to  an  earlier  style  (see  box,  p.  28). 

This  turning  to  private  business  for 
public  services  is  not  a  matter  of  mon- 
ey, for  these  things  are  expensive 
whether  paid  for  through  taxes  or  di- 
rectly. The  even  bigger  and  more  dis- 
turbing question  is  this:  Giant  bu- 
reaucracies lack  the  discipline  imposed 
by  the  profit  motive.  Can  they  deliver 
the  services  in  an  acceptably  efficient 
manner  in  our  confused  and  complex 
society?  Can  the  police  any  longer 
really  police,  the  educators  educate? 

Even  the  liberals,  traditional  advo- 
cates of  big  government,  are  beginning 
to  wonder  whether  private  enterprise 


may  not  be  able  to  do  a  better  job 
than  government.  They  are  becoming 
advocates  of  creeping  capitalism. 

Forbes  last  month  broached  the 
subject  to  Daniel  P.  Moynihan,  the 
Nixon  Administration's  resident  liberal 
and  top  social  thinker.  Said  Moyni- 
han: "I  wouldn't  be  the  least  upset 
[about  private  business  taking  over 
some  government  functions].  Who 
knows?  We  might  just  be  getting  back 
to  a  market  response  to  a  problem." 

A  Beginning 

The  market  response  already  is  un- 
der way,  at  least  on  a  limited  scale. 

Thomas  Mackel  is  a  big-city  dis- 
trict attorney.  In  a  typical  working 
day  as  district  attorney  of  Queens 
County  he  can  call  on  the  armed 
might  of  New  York  City's  30,000-man 
police  force  to  help  him  bust  rackets 
or  fight  crime. 

At  night,  his  home  and  those  of  his 
neighbors  in  Douglas  Manor  get  their 
protection  from  a  patrol  car  and 
guards  hired  through  a  local  company 
that  protects  people  for  a  profit. 

It's  not  just  an  isolated  trend.  The 
security  industry  itself  claims  that  two 


out  of  every  three  law  enforcement 
officers  in  the  nation  are  actually  on 
private'payrolls.  Of  the  800,000  pri- 
vate officers,  about  500,000  are  uni- 
formed. On  top  of  this  are  untold 
thousands  of  corporate  employees  who 
have  been  hired  as  full-time  fire  chiefs 
within  industrial  plants  or  who  have 
been  trained  as  either  full-time  or 
part-time  fire  wardens  within  both  in- 
dustrial and  commercial  buildings. 

Management  experts  looking  into 
the  little-studied,  highly  fractionated 
field  of  protection  believe  that  some 
$1.6  billion  was  spent  by  the  private 
sector  last  year  with  another  $400  mil- 
lion going  for  protective  fire  and 
criminal  alarms.  Outside  security  serv- 
ices— trained  for  criminal,  fire  and  now 
riot  duty— are  appearing  at  normally 
unguarded  premises  and,  in  many  cit- 
ies, are  actually  walking  a  beat  like 
a  patrolman. 

On  a  typical  block  of  big  corporate 
headquarters  buildings  in  Manhattan, 
for  instance,  it's  possible  that  perhaps 
20  different  private  police  forces  are 
working  at  any  one  time. 

And  not  just  in  New  York.  In  Cali- 
fornia the  official  who  licenses  private 


"We're  Not 
are  protestin 
in  New  York 


Doormen."  These  New  York  policemen       police    work,    is   straining    the    city's   already   strained 

g  assignments  to  guard  foreign  diplomats      police    force.    One    solution:    "user    charges"    on    the 

This  kind  of  duty,  a  far  cry  from  normal       U.S.    State    Department   to   pay   for  this   special  duty. 
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Crime  Pays.  Today's  man  on  the 
beat  may  fight  crime  not  only  be- 
cause it's  his  job  but  because  he's 
a  stockholder  in  a  profit-making 
private  police  force.  No  longer  is 
the  security  guard  just  an  old  re- 
tiree at  the  plant  gate.  "We 
have  street  knowhow,"  says  IBI 
Security's  Jack  Mallon  who  has 
structured  his  company— complete 
with  neighborhood  station-houses 
—as  a  miniature  of  the  New  York 
Police  Department  from  which  20 
of  its  middle  managers  have  been 
recruited.  Fighting  everything  from 
muggers  on  up  is  becoming  big 
business  because  urban  corpora- 
tions want  to  keep  their  customers 
and  their  employees  from  fleeing  to 
the  suburbs.  For  the  first  time,  re- 
ports New  York's  respected  Region- 
al Plan  Association,  the  headquar- 
ters type  of  city  may  be  in  economic 
danger.  "Slowly  this  erosion  of 
public  services  is  causing  corpora- 
tions to  take  another  look  at  ex- 
panding within  the  cities,"  reports 
the  private  planning  group's  Shel- 
don Pollack,  adding-.  "Maybe  we're 
reaching  the  point  where  large 
companies  will  move  away— then 
we're  really  in  trouble."  From 
Manhattan,    many    already    have. 


investigators  for  the  state  confesses: 
"Regular  police  would  have  to  curtail 
their  normal  activities  too  much  to 
meet  the  demands  of  business  enter- 
prise." There  are  now  375  private 
companies  in  the  field— in  California 
alone. 

The  problems  of  public  education  are 
so  well  chronicled  they  scarcely  need 
repeating.  As  a  consequence  of  these 
troubles,  private  schools  have  boomed 
and  their  enrollment  doubled  since 
1960.  Thus,  more  than  a  few  citizens 
are  paying  twice  for  education:  once 
through  taxes,  again  through  private 
school  fees.  In  an  effort  to  improve 
public  school  education,  many  com- 
munities are  turning  to  private  corpo- 
rations, including  some  of  the  U.S.' 
biggest.  Thus  more  people  are  turn- 
ing to  private  education  at  the  same 
time  as  the  public  school  systems  are 
turning  to  private  business  for  help. 

It's  not  widely  known,  but  there 
are  even  a  handful  of  well-organized 
companies  around  the  country  that 
fight  fires  for  a  fee. 

The  Fiscal  Facts 

It  seems  inevitable  that  this  trend 
toward  the  private  operation  of  public 
services— creeping  capitalism— is  going 
to  accelerate. 

Here  are  some  startling  facts  of 
fiscal  life:  Just  to  keep  our  cities  op- 


> 


\  V^  \x 


erating  at  the  present  clumsy  pace  has 
been  figured  as  a  trillion-dollar  propo- 
sition for  the  decade  running  from 
1966  through  1975.  Given  the  best  of 
economic  conditions,  the  cities  can  only 
hope  to  raise  $760  billion.  And  this  is 
at  a  time  when  the  tax  revolt  is  spread- 
ing. As  William  G.  Colman,  a  widely 
respected  urban  consultant,  told  the 
Chamber  of  Commerce  of  the  U.S. 
somewhat  disdainfully:  "The  Ameri- 
can political  landscape  is  strewn  with 
the  governors,  legislators,  mayors, 
councilmen  and  county  commissioners 
who  have  committed  suicide  at  the 
polls  by  raising  taxes  in  order  to  do 
what  had  to  be  done."  (Ex-Governor 
Terry  Sanford  of  North  Carolina  has  a 
name  for  them:  "tax-loss  governors.") 

Not  much  help  will  come  from  Big 
Daddy  in  Washington,  who  has  his 
own  troubles. 

How  about  revenue-sharing,  the 
proposed  process  whereby  Washing- 
ton would  split  some  of  its  tax  reve- 
nues with  states  and  localities?  The 
current  Administration  is  a  strong  be- 
liever in  it.  But  the  Administration  is 
talking  a  few  billion  a  year,  not  nearly 
enough  to  bring  municipal  services  up 
to  snuff.  Even  if  the  bi-partisan  Mus- 
kie-Goodell  proposal  on  revenue-shar- 
ing could  be  passed  before  Congress 
adjourns,  an  almost  impossible  pros- 
pect, the  cities  would  be  receiving  less 
than  one-tenth  of  the  amount  they 
need  to  keep  their  books  balanced  and 
their  services  operating. 

"Without  some  revenue-sharing 
measure  soon,  the  day  may  rapidly 
come  when  citizens  will  be  required 
to  police  their  own  homes,  fight  their 
own  fires,  dispose  of  their  own  gar- 
bage and  repair  their  own  water 
mains,"  warns  Senator  Charles  Good- 
ell,  the  New  York  Republican. 

While  Congress  fiddles,  warns  a 
financial  expert  for  the  National 
League  of  Cities,  Peter  Harkins,  many 
cities  have  come  to  the  end  of  their 
fiscal  rope.  "It's  almost  an  unheard-of 
idea,  but  last  year  we  began  hearing 
of  some  cities  facing  bankruptcy." 

Why  are  the  cities  so  broke?  One 
reason:  They  bear  the  bulk  of  the  na- 
tion's welfare  cost;  the  rural  poor  have 
flocked  to  the  cities. 

Simple  justice  would  suggest  that 
the  Federal  Government  thus  should 
bear  the  entire  welfare  cost.  But  mean- 
ingful welfare  reform  is  dead  this  year 
despite  all  of  the  Nixon  Administra- 
tion's high-powered  efforts. 

So  it's  no  longer  a  question  of 
"What  is  private  business  doing  in 
public  services?";  rather,  it's  the  much 
blunter  question:  How  else  is  the  job 
going  to  get  done?  How  else  is  urban 
society  going  to  hold  together? 

"Once  you  set  up  strict  performance 
standards  and  institute  service  charges 
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for  things  like  refuse  collection  and 
sewage,"  points  out  the  International 
City  Management  Association,  "pri- 
vate handlers  can  compete  and  pro- 
vide better  service  than  the  city  can." 

In  garbage  collection  alone  this  is 
happening  in  such  widely  different 
places  as  Seattle,  San  Francisco 
(backyard  garbage  collection:  $1.85 
a  month)  and  in  such  affluent  sub- 
urbs as  Montgomery  County,  Md.  San 
Diegans  face  that  right  now.  "In  some 
areas  we'd  gone  to  two,  three  and 
even  five  pickups  a  week,"  says  San 
Diego's  Mayor  Frank  Curran,  "but 
come  August  the  one,  we  cut  back  to 
once  a  week  all  over  the  city.  And  if 
they  want  more,  they're  going  to  have 
to  go  and  contract  for  it  on  the  out- 
side. We  just  don't  have  the  money." 

Looking  at  the  national  picture,  a 
professional  city  manager,  Lawrence 
Bagley  of  Oceanside,  Calif.,  says:  "I 
can  see  two  areas  where  fairly  soon 
we  could  see  private  services  taking 
over  more  of  the  public  services: 
waste  disposal  and  fire  protection.  In 
firefighting  what  we  are  faced  with  in 
the  community  is  an  awful  lot  of 
standby  time.  City  fire  departments 
tend  to  run  a  lot  on  tradition,  where- 
as the  private  fire  companies  do  not." 

The  Nixon  Administration's  chief  li- 
aison officer  with  the  nation's  police 
departments  definitely  feels  that  busi- 
ness must  be  required  to  do  more  on 
its  own.  Says  the  associate  administra- 
tor of  the  Justice  Department's  Law 
Enforcement  Assistance  Administra- 
tion, 41-year-old  Clarence  M.  Coster: 
"For  years  we  [city  officials]  have  been 
setting  fire  standards,  haven't  we?  And 
we've  been  going  around  requiring 
people  to  install  four-inch  drains  for 
sewers.  It's  about  time  we  did  the 
same  for  police.  When  someone  wants 
to  put  up  a  new  building  we  have  to 
say  to  them  'By  God,  it'll  be  a  secure 
building  with  alarms  and  protection 
or  you're  not  going  to  get  your  build- 
ing permit.'  " 

Private  Police 

When    he    was    a    police    chief    in 
Bloomington,  Minn.,  Coster  even  went 
a  step  further.  "Bloomingl  m  was  sort 
of  the  home  of  the  sports  industry  in 
that  part  of  the  country— we  had  the 
Twins    and    the   Vikings.    So   the   city 
made  a  very  hard  political  det< 
tion.  We  were  going  to  charge 
people  for  their  use  of  polio 
Thus  the  city  became  a  private  con- 
tractor For  police  labor,  charging  the 
companies   $6  an   hour  for  a   man's 
services.  This  can  be  extended,  When 
you've   got    a    man    whose    sole    job    is 

directing  traffic  in  I t  nl  a  depart- 
ment stoic  you've  got  to  say:  'I  Icy,  you 
people  are  generating  the  trafhN 
Mm  pay.' "  From  such  user  charges  it's 


an  easy  step  to  the  use  of  private 
policemen. 

Obvious  beneficiaries  of  the  unde- 
niable trend  toward  private  protec- 
tion have  been  the  Big  Three  of  the 
private  police  field:  Pinkerton's,  Wil- 
liam J.  Burns  and  Wackenhut  Corp. 
These  three  publicly  owned  corpora- 
tions take  in  about  half  of  the  security 
field's  revenues.  Pinkerton  alone,  with 
23,000  employees,  is  believed  to  be 
the  largest  nongovernmental  police 
agency  in  the  nation. 

New  competitors,  however,  are 
springing  up.  Three  years  ago  this 
month  a  small  private  police  outfit 
started  in  the  unlikely  spot  of  Jamaica, 
Queens.  Its  founders  were  two  retired 


Fire  Sale.  Cities  can  shop 
around  even  when  it  comes 
to  firefighting.  In  Arizona, 
one-sixth  of  the  population  is 
protected  by  a  company  that 
does  it  for  a  profit  and  may 
gross  a  million  dollars  by 
1971  with  200  employees. 


detectives,  Harold  Shields  and  Thomas 
A.  Clare,  who  were  soon  joined  by 
John  C.  Mallon,  a  lawyer  and  labor- 
editor  of  New  York's  Daily  Neics. 

Their  outfit,  dubbed  IBI  Security 
Service,  Inc.  ("Because  it  sounded 
good,  like  IBM"),  had  revenues  in  its 
first  fiscal  year  of  $526,000;  it  expects 
to  hit  $4.5  million  for  the  fiscal  year 
ending  this  month. 

Bangor  Punta,  a  $334-million  con- 
glemerate,  in  recent  years  has  made 
almost  half  of  its  profits  from  the  se- 
curity field,  mainly  because  of  its  ac- 
quisition of  one  of  the  best-known 
names  in  the  field,  Smith  &  Wesson. 

Early  this  year  it  signed  on  William 
G.  Barry,  a  15-year  veteran  of  the 
FBI,  former  New  York  City  patrol- 
man and  lately  vice  president  of  Bank- 
ers Trust  Co.  The  43-year-old  security 
expert  is  no  oldtime  cop.  He  was  a 
close  associate  of  the  late  Senator  Rob- 
ert  F.  Kennedy.  Barry  is  president  of 
newly  formed  Smith  &  Wesson  Securi- 
ty Services.  He  says:  "Law  enforce- 
ment is  stretched  so  thin,  the  police 
are  occupied  with  people  protection 
rather  than  with  asset  protection." 

Firefighters  as  well  as  crimefighters 
are  going  private.  Actually,  there  is  a 
strong  precedent  for  private  profit- 
making  companies  to  get  into  the  fire 
and  protection  business.  On  the  fringes 
of  New  York  in  Bayway,  N.J.,  for  in- 
stance, seven  big  industrial  concerns 
have  banded  together  to  form  the 
Linden  Industrial  Mutual  Aid  Council. 
A  leader  in  the  drive  is  the  Esso  refin- 
ery there  which  maintains  its  own  fire 
engine  and  professional  crew  of  12. 

The  epitome  of  private  enterprise 
in  firefighting  is  Chief  Lou  Witzeman 
of  the  Rural /Metropolitan  Fire  De- 
partment, who  has  been  fighting  fires 
for  profit  for  22  years  now.  Witze- 
man's  corporation  covers  a  400-mile 
beat  in  Arizona  and  provides  the  fire 
protection  for  cities  ranging  from 
Scottsdale  with  its  66,000  population 
down  to  Litchfield  Park  with  its  6,600 
residents.  Two  weeks  ago  he  extended 
his  network  to  take  in  Yuma  and  No- 
gales.  "Going  national  is  easily  achiev- 
able." Says  Witzeman,  "Why,  we 
could  provide  service  for  anywhere 
from  $2.82  to  $5  a  head  in  most  cities 
if  they  let  us  come  in  and  start  our 
company  operations  from  scratch." 

Police  and  fire  and  garbage  aren't 
the  only  problems.  There's  the  postal 
service.  It  has  taken  at  least  a  decade 
of  talking  to  make  the  first  move  to- 
ward modernizing  the  Post  Office,  that 
archaic,  politically  dominated  Fed- 
eral department  that  has  the  most  to 
do  with  providing  vital  daily  services 
to  every  American  business.  The  Post 
Office  will  be  set  up  as  an  independent 
government  agency  where  theoretical- 
ly, at  least,  by  1984  the  new  United 
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Sweef  Business.  Between  tight  municipal  budgets  and 
the  environmentalists'  war  cry,  many  a  beleaguered  city 
manager  is  turning  the  clock  back  on  services  such  as 
the  private  garbage  pickup  that  now  covers  over  half 
—perhaps    two-thirds— of    the    nation's    urban    areas. 


It's  typical  of  the  public  service  that's  going  private. 
"There's  been  a  rather  uncritical  acceptance  of  de- 
mands from  cities,"  insists  Caspar  Weinberger,  Wash- 
ington's chief  budget-cutter,  who's  "a  great  believer  in 
revenue-sharing  but  as  a  substitute  for  federal  grants." 


States  Postal  Service  could  be  paying 
its  own  unsnbsidized  way. 

However,  it's  not  widely  realized, 
but  any  time  a  vital  government  ser- 
vice is  put  on  a  businesslike  basis,  the 
streamlining  actually  bolsters  its  com- 
petitors in  the  private  sectors. 

And  the  Post  Office  does  have 
some  competitors. 

Even  morning  at  3  a.m.,  a  small 
fleet  of  private  planes  converges  on  a 
Philadelphia  airstrip  where  the  pilots 
swiftly  swap  half  a  billion  dollars 
worth  of  checks,  vaccines,  valuable 
legal  documents  and  expensive  bits 
of  scientific  and  industrial  devices. 
Smugglers?  No,  just  American  Couri- 
er Corp.'s  men  fighting  rain,  snow, 
heat  and  gloom  of  night  in  the  swift 
completion  of  their  appointed  rounds. 

The  20-year-old  company  will  take 
in  about  $46  million  this  year  (up 
from  $32  million  in  1969)  from  its 
basic  business  of  swiftly  hauling  those 
objects  that  businessmen  don't  want 
to  entrust  to  the  old  Post  Office. 

On  a  more  localized  basis,  small 
firms  that  used  to  make  their  living  as 
in-town  messenger  services  or  as  dis- 
tributors of  free  samples  door-to-door 
in  residential  neighborhoods  have 
been  cashing  in  on  the  fact  that  as 
the  mail  mounts,  the  system  bogs. 

When  the  postal  service  raises  rates 
by  20%  to  30%,  the  private-mail  pickup 
or  delivery  firm  should  find  itself  in 
an  even  better  spot. 

The  situation  in  education  is  acute. 


As  demands  for  more  and  better  edu- 
cation increase,  productivity  and  effi- 
cient public  education  decline.  Many 
public  schools  today  are  little  better 
than  baby-sitting  services  for  bored 
adolescents.  The  result  has  been  a 
huge  demand  for  private  education. 
Many  a  middle-class  family  already 
is  stretching  its  resources  to  the 
breaking  point  to  keep  children  in 
private  schools. 

Graduation  vs.  Education 

The  private  schools,  too,  have  a 
financial  problem.  Even  with  fees  for 
day  schools  running  as  high  as  $2,000 
a  year  and  $3,500  and  more  for 
boarding  schools,  they  run  heavy 
deficits. 

Attempts  by  big  corporations  to  en- 
ter the  education  field  have  been  a 
great  disappointment,  mainly  because 
teaching  machines  were  regarded  as 
the  ultimate  solution.  But  business  is 
still  trying.  One  promising  develop- 
ment is  the  "performance  contractor." 
For  a  fee  he'll  take  over  remedial 
classes  in  your  local  schoolhouse  or 
an  entire  district  if  you'd  like— as  will 
be  done  in  Gary,  Ind.  starting  this 
month. 

Teaching  kids  for  a  profit  is  a  logical 
outgrowth  of  all  those  remedial  pro- 
grams that  American  industry  finds  it- 
self saddled  with  as  it  attempts  to 
improve  the  basic  skills  of  its  workers. 

The  idea  of  bringing  outsiders  from 
a  teaching  corporation  into  a  typical 


school  system  started  modestly  enough 
in  1969  and  this  year  could  be  a  $30- 
million-to-$50-million  business.  The 
biggest  push  to  date  came  last  month 
when  the  Office  of  Economic  Oppor- 
tunity granted  $6.5  million  to  six  com- 
panies to  get  them  to  upgrade  the  ed- 
ucation in  18  school  districts  around 
the  nation. 

Westinghouse  Learning  Corp.  will 
be  working  in  Las  Vegas,  Philadelphia 
and  Fresno,  Calif.,  for  instance,  while 
in  New  York  City,  home  of  what  used 
to  be  regarded  as  one  of  the  finest 
free  school  systems  in  the  world,  a 
Bronx  school  district  will  be  hiring  a 
company  from  Georgia,  the  Learning 
Foundation,  Inc.  Other  grants  are  go- 
ing to  Alpha  Learnings  Systems,  Plan 
Education  Centres,  Singer  Greflex  and 
Quality  Educational  Development. 

In  Cherry  Hill,  N.J.,  a  middle-class 
suburb  of  Camden,  Singer  Co.  is  open- 
ing its  first  Singer  Learning  Center 
this  month.  The  facility  will  have  over 
200  students,  mostly  pre-school  and 
kindergarten.  Singer  hopes  to  start  an- 
other Learning  Center  this  year,  and  is 
looking  for  other  sites. 

Five  years  old  in  November,  Gen- 
eral Learning  Corp.,  after  a  near-disas- 
trous start,  is  beginning  to  get  its  feet 
on  the  ground.  A  jointly  owned  affil- 
iate of  Time  Inc.  and  General  Electric 
Co.,  General  Learning  is  turning  its 
hand  to  a  variety  of  practical  educa- 
tion projects.  Among  them:  training 
Arizona  Indians  for  new  jobs;  devel- 
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oping  the  master  plan  for  a  new  com- 
munity college  in  New  Jersey. 

Meanwhile,  corporations  themselves 
are  trying  to  live  up  to  their  com- 
munity commitments  and  to  provide 
themselves  with  workers  who  can  be 
trained  lor  something  more  than  life- 
times of  pushing  a  broom.  In  many- 
cases  the  Department  of  Labor  is  pick- 
ing  up  the  tab-from  $1,700  to  $2,700 
per  man— for  a  remedial  program  that 
may  last  from  two  to  six  months. 
James  McCoy,  chief  of  special  and 
combined  projects  for  the  OEO  in 
Washington,  recalls;  "When  I  was  a 
training  officer  al  Hercules,  Inc.,  noth- 
ing was  done  that  didn't  produce  a 
specific  skill.  Now  the  companies 
have  found  out  that  if  a  man  can't 
read  well,  he  won't  be  able  to  learn 
to  use  a  new  machine."  Best  example: 
Steel  mills  switching  to  continuous 
casting  discovered  a  lot  of  workers 
with  seniority  were  passing  up  promo- 
tions because  they  couldn't  handle  the 
new  spots.  Now  with  a  $l-million  fed- 
eral grant,  most  of  the  Big  Eight 
steelmakers  are  running  basic  literacy 
programs. 

Even  in  transportation,  where  the 
trend  has  been  toward  public  owner- 


Snarl.  Frustraied  by  dete- 
riorating Post  Office  service, 
more  citizens  and  businesses 
are  turning  to  private  postal 
services    such    as    this    one. 


ship  for  50  years  or  more,  there  is  a 
sign  or  two  of  creeping  capitalism. 
Look  at  John  J.  Gilhooley,  the  former 
Assistant  Secretary  of  Labor  under 
President  Eisenhower  and  later  head 
of  New  York  City's  perennially  ailing 
Transit  Authority.  Last  month,  Gilhoo- 
ley, a  49-year-old  lawyer,  announced 
that  he  was  forming  Urban  Industries, 
Inc.,  to.  fake  over  sickly  bus  lines 
throughout  the  country. 

Gilhooley's  first  dramatic  move: 
For  $29  million  in  cash  he  intends  to 
pick  up  the  $80-million-a-year,  but 
barely  profitable  line,  Public  Service 
Coordinated  Transport  Co.,  which  op- 
erates buses  in  most  of  New  Jersey 
and  runs  the  Newark  subway.  It's 
presently  owned  by  the  New  Jersey 
Public  Service  &  Gas  Co. 

Gilhooley's  acquisition  is  a  substi- 
tute for  government  takeover  and 
could  start  a  trend.  "The  Govern- 
ment," Gilhooley  says,  "needs  us  as  a 
buffer  between  the  unions  and  public 
officials.  I  know  labor  and  I  know  gov- 
ernment. I  negotiated  rail  strikes  when 
I  was  at  Labor,  and  I  bargained  four 
times  with  Mike  Quill— then  head  of 
the  New  York  City  Transit  Union.  I 
think  I  can  handle  the  situation." 


School  For  Sorters.  Private  workers  are  being  trained 
for  unheard-of  tasks  these  days,  including  sorting  and 
delivering   the   mail,   formerly   a   strictly   governmental 


function.  Because  public  education  is  so  bad  in  many 
areas,  the  new  businesses  often  have  to  teach  some 
employees     the     basics    as     well    as    the    job     itself. 
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Rent  a  bird. 


A  couple  of  years  ago,  you  probably  could've 
bought  one  without  flapping  anybody's  wings. 

But  this  istheyearof  the  tight  money,  and 
like  a  lot  of  people,  maybe  you're  not  about  to  part 
with  too  much  of  it  all  at  once.  We  know.  We  sell 
Jets.  And  let's  face  it,  some  people  just  can't  see 
their  way  to  buying  one  right  now. 

But  that's  not  stopping  some  get-ahead 
companies  we  know.  The  fact  is,  a  lot  of  them  are 
literally  flying  after  more  business  in  the  quietest, 
strongest  little  bird  around— the  Fan  Jet  Falcon" 

And  they're  not  tieing  up  their  capital  or 
making  any  long-term  financial  commitments. 
They're  using  one  of  our  rental  plans. 

By  III©  milG.  This  is  a  natural  for  pocket-sized 
business  trips.  The  cost  per  statute  mile  pays  for 
everything.  As  simple  as  that. 

By  the  hOUr.  This  is  the  way  to  keep  a  Falcon 
without  paying  for  it,  except  when  it's  in  the  air. 
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Figure  on  flying  at  least  50  hours  a  month.  (The  price 
for  this  dry  lease  includes  all  maintenance.) 

By  the  month,  if  you  want  a  Falcon  at  least  six 
months,  you've  got  one— for  a  low  monthly  payment 
plus  your  operating  costs  and  reserve  for  engine 
overhaul.  (This  is  another  dry  lease.) 

Or  buy  the  plane.  This  one  rents  you  a 
Falcon  with  an  option  to  buy.  Under  this  plan,  you  can 
wind  up  saving  as  much  as  $60,000  by  the  time 
you  own  the  plane. 

Think  it  over.  And  if  you  decide  you're  ready 
to  fly,  call  Chuck  Fleming  at  212-973-2460. 
He'll  make  all  the  arrangements  and,  if  for  any 
reason  your  comptroller  tells  you  to  buy  instead 
of  rent,  we'll  be  happy  to  help  finance 
up  to  60%  of  the  purchase  price  at 
6V2%.  And  that's  the  rate  guaranteed 
for  five  years. 

As  the  bird  flies. 

Rent  a  Falcon. 
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Gilliooley  is,  of  course,  a  trend- 
bucker.  Even  as  he  is  bringing  private 
enterprise  into  mass  transit,  the  Feder- 
al Government  is  moving  to  take  over 
rail  passenger  service,  and  states  and 
localities  are  taking  over  commuter 
lines.  But  even  here,  there  is  more 
than  a  little  creeping  capitalism 
amidst  the  apparent  move  toward  so- 
cialization: In  most  cases,  the  gov- 
ernments are  not  going  to  run  the 
services  themselves;  they  will  contract 
with  railroads  to  run  the  trains. 

Nowhere  Else  to  Turn 

Too  much  optimism  about  the  bene- 
fits of  creeping  capitalism  would  be 
dangerous.  What  private  businessmen 
have  done  to  date  in  these  fields  is 
insignificant  and  full  of  disappoint- 
ments;   thousands    of    private    outfits 


supplying  private  guards,  a  few  tenta- 
tive steps  toward  improving  educa- 
tional results  and  a  new  entrepreneur 
in  the  bus  business  hardly  add  up  to  a 
major  contribution.  Still,  there  may  be 
nowhere  else  to  turn,  because  the  cit- 
ies have  neither  the  money  to  do  the 
job  nor  the  incentives  to  provide  ef- 
ficiency. Furthermore,  where  services 
break  down,  business  itself  will  be  the 
biggest  loser. 

But  what  of  labor?  The  Seventies 
will  be  a  seller's  market  for  the  la- 
boring man.  Just  to  achieve  the  pres- 
ently outlined  social  priorities,  the  Na- 
tional Planning  Association  figures 
that  100  million  workers  will  be  need- 
ed during  this  decade.  That  translates 
into  a  shortage  of  10  million  workers, 
many  of  them  in  the  high-paying  con- 
struction field.   Meanwhile  municipal 


workers  won't  be  standing  still.  Newly 
militant  cops,  firemen  and  sanitation 
workers  will  be  showing  they  share 
more  than  ideology  with  their  hard- 
hat  neighbors.  Summing  it  up  best  is 
John  G'assese,  the  fiery  New  Yorker  who 
now  heads  the  first  national  police  un- 
ion. He's  out  to  duplicate  his  record 
with  the\New  York's  Patrolman's  Be- 
nevolent Association  when  he  pushed 
hard  until  wages  doubled  in  a  decade. 
One  thing  is  certain.  For  better  or 
for  worse,  the  century-old  trend  for 
steadily  increasing  government-pro- 
vided services  has  about  run  its 
course.  All  this  could  end  in  collapse 
and  chaos— or  in  greater  efficiency  of 
public  services.  Along  with  Vietnam, 
campus  unrest  and  inflation,  this  could 
well  be  one  of  the  greatest  challenges 
our  society  faces  today.  ■ 


Do  you  ever  long  for  great-grand- 
pa's time  when  taxes  were  low  and 
all  the  governments  in  the  U.S  put 
together  spent  under  $1  billion  a 
year?  Well,  consider  this:  In  those 
days,  you  probably  would  have  had 
to  keep  pigs  to  get  rid  of  your  gar- 
bage (ever  try  feeding  a  disposable 
soft-drink  bottle  to  a  pig?);  if  your 
horse  was  stolen,  you  might  have 
had  to  grab  a  gun  and  go  after  it 
yourself;  you'd  pick  up  your  mail 
yourself  at  the  Post  Office.  If  you 
were  especially  well-to-do,  you'd 
certainly  have  to  hire  your  own 
guards  and  watchmen. 

Not  until  1863,  for  example,  did 
the   U.S.   offer   free   city   mail   de- 
livery, and  this  in  only  49  localities. 
As  recently  as  1916,  20  U.S.  cities 
of   more  than   100,000  population 
still   got   rid   of   their   garbage   by 
feeding  it  to  pigs. 
/     Public  services  as  we  know  them 
J  today  are  a  fairly  recent  develop- 
J  ment.  There  were  rudimentary  fire 
1    and    police    and    highway    depart- 
/    ments  in  17th-century  England,  but 
the  laissez-faire   19th  century  saw 
the  trend  reversed:  The  rich  tended 
to  provide  their  own  services;  the 
poor  did  without. 

Ironically  the  poor  staffed  these 
services,  making  them  into  the  great- 
est growth  industry  in  history— and 
into  fine  middle-class  jobs. 

In  a  sense,  many  of  our  cities 
have  been  drifting  back  to  such  a 
situation:  The  well-to-do  hire  their 
own  services  or  escape  to  the  sub- 
urbs; the  less  affluent  make  out  as 
best  they  can.  Faced  with  the  un- 
fairness of  this  situation,  some  city 
officials  arc  all  for  saying  lo  busi- 
ness: Pay  directly  for  the  services 
you  use  so  that  tax-supported  per- 


I 


The  Good  (?)  Old  Days 

sonnel  can   be  used  to  serve   the 
general  public. 

White  House  aide  Daniel  Patrick 
Moynihan  puts  it  like  this:  "Back 
in  the  last  century,  there  was  a  big 
debate  about  the  role  of  the  police. 
Should  they  be  forced  to  go  out 
and  recover  your  property?  The 
public  attitude  was:  'Well,  he  stole 
your  horse,  not  mine,  so  you  go  out 


and  get  him.'  If  we  again  move 
toward  private  services,  we  might 
have  the  same  situation  again.  If 
the  trend  goes  too  far  it's  hell  for 
people  who  can't  pay."  Which,  of 
course,  is  already  true  of  public 
schools  in  many  areas:  The  well- 
to-do  send  their  kids  to  private 
schools,  the  ordinary  citizen  makes 
out  as  best  he  can. 
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About  women  in  oil. 


There  was  a  time  when  a  woman  chemist 
or  engineer  in  the  oil  business  was  rare 
indeed. 

Not  any  more. 

At  Texaco  today,  many  women  are 
doing  the  same  professional  and  scientific 
work  as  men. 

As  geologists,  geophysicists,  pale- 
ontologists, petroleum  engineers, 
computer  programmers. 

And  as  chemists. Take  Asso- 
ciate Chemist  Judith  Thatcher, 
for  example,  shown  here  in  our 


TEXACO 


Richmond,  Virginia,  Research  Laboratories. 

Judy  says,  "There's  a  lot  more  oppor- 
tunity for  professional  women  in  industry 
than  there  was  10  or  20  years  ago.  And 
there  will  be  more  as  women  show  they  can 
do  as  good  a  job  as  a  man  with  the  same 
educational  background!' 

More  than  36,000  men  and  women 
workforTexaco  in  the  United  States. 
Average  length  of  service? 
Fifteen  years! 


Texaco's  a  good  place  to 
work.  For  men  and  women. 


Texaco  offers  challenging  careers  to  qualified  college  graduates. 
Write  to   Recruiting  Coordinator, Texaco  Inc  .  Box  52332,  Houston, Texas  77052.  An  Equal  Opportunity  Employer 
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The  Mop  Gap 


Did  Missouri  Pacific's  B  shares  earn  $301  a  share  last  year,  or  only  $11? 
That's  the  crux  of  the  long  struggle  for  control  of  this  rich  railroad. 


William  G.  Marbury,  the  plain- 
speaking  St.  Louis  financier  and  chair- 
man of  the  Missouri  Pacific  Railroad, 
must  feel  as  if  he's  on  one  side  of  a 
pushmi-pullyu  out  of  The  Story  of  Dr. 
Dolittle.  On  the  other  side  is  that  stub- 
born New  York  holding  company,  the 
Alleghany  Corp.  Inside  such  a  two- 
sided  creature,  Marbury  has  to  be 
pretty  agile  these  days  to  avoid  the 
pushes  coming  from  behind. 

It  used  to  be  Marbury  who  did  all 
the  pushing.  He  feels  he  controls  the 
Mop— a  nickname  he  likes— through 
62%  of  the  line's  1.9  million  Class  A 
shares  held  by  his  Mississippi  River 
Corp.,  a  much  smaller  pipeline  and 
manufacturer  of  cement.  Alleghany 
holds  52%  of  the  39,731  Class  R  shares. 
The  divided  ownership  was  created  by 
the  Interstate  Commerce  Commission 
when  the  Missouri  Pacific  emerged 
in  1956  from  23  years  of  bankruptcy. 
Class  A  was  supposed  to  be  in  the 
saddle  since  the  Class  fi  holdings  made 


up  only  2%  of  the  capital  shares. 

Rut  when  Marbury  tried  in  1963  to 
wipe  out  the  Rs  by  merging  the  Mis- 
souri Pacific  into  an  83%-owned  sub- 
sidiary, the  Texas  &  Pacific  Railroad, 
he  was  frustrated.  Allan  P.  Kirby, 
Woolworth  heir  and  then  chairman  of 
Alleghany,  went  to  court  asking  that 
the  Rs  be  allowed  to  vote  separately 
from  the  As.  Marbury  fought  hard, 
but  the  Supreme  Court  upheld  Al- 
leghany's claim,  giving  it  a  broad  veto 
power  over  the  Missouri  Pacific. 

The  defeat  also  caused  Marbury  to 
lose  heart  in  his  pursuit  of  the  Santa 
Fe.  He'd  dreamed  of  putting  the  mid- 
western  Mop  together  with  that  west- 
ern road,  creating  a  25,000-mile  sys- 
tem. And  in  1966  Mop  was  Santa 
Fes  biggest  shareholder,  owning  some 
8%  of  the  voting  stock,  which  had 
been  picked  up  for  $33  million.  With 
the  Rs  hanging  over  his  every  move, 
Marbury  withdrew  his  merger  propos- 
al. That  voting  stock  has  now  turned 


Going  My  Way?  Financiers  have  fogged  opposite  ways  on  ihe  Mis- 
souri Pacific  Railroad  about  as  long  as  that  unusual  animal,  the  pushmi- 
pullyu,  has  amused  readers  of  The  Story  of  Dr.  Dolittle.  Most  per- 
sistent is  the  Alleghany  Corp.,  which  controlled  the  midweslern  line  be- 
fore the  1933-56  bankruptcy  and  is  still  pushing  for  on  equity  position. 


into  Santa  Fe  Industries  debentures, 
valued  at  $16.6  million.  Mop  expects 
to  sell  them  and  forget  the  dream. 

Squeeze  Play 

But  the  Alleghany  Corp.,  for  its 
part,  isn't  forgetting  a  thing.  Its  invest- 
ment in  the  Mop  goes  back  to  1929 
when  Cleveland's  Van  Sweringen 
brothers  took  control  with  an  $80- 
million  interest  of  stocks  and  bonds. 
Alleghany  may  have  its  mind  mostly 
on  its  Investors  Diversified  Services, 
the  U.S.'  largest  mutual  fund  network, 
but  its  heart  is  in  the  Missouri  Pacific. 
Therefore,  the  present  chairman  of  Al- 
leghany, Fred  M.  Kirby,  who  took 
over  in  1967  from  his  father,  Allan  Sr., 
continues  to  press  in  on  Marbury.  Al- 
leghany has  already  maneuvered  out 
of  St.  Louis  and  into  the  New  York 
federal  courts  a  B  shareholders'  suit 
that   seeks   a   "reasonable   dividend." 

What's  reasonable?  Well,  after  pay- 
ing the  $5  A  dividend,  Mop's  earnings 
last  year  amounted  to  $301  per  B 
share.  A  pay-out  rate  of  even  one-third 
would  come  to  $100  a  share.  (The 
rarely  traded  R  shares  recently  were 
quoted  at  $825  in  the  over-the-counter 
market.)  Ry  Alleghany's  interpretation 
the  R  shares— what  was  left  of  the  pre- 
bankruptcy  common  stock— are  the 
true  equity,  the  A  shares  a  kind  of 
preferred  stock;  all  the  earnings,  after 
payment  of  the  $5  A  dividend,  would 
belong  to  the  R  stockholders.  Rut  Mar- 
bury, naturally,  disputes  this  interpre- 
tation. In  his  interpretation,  both 
classes  of  stock  represent  the  com- 
pany's equity,  and,  therefore,  the  earn- 
ings attributable  to  the  R  stock  came 
only  to  about  $11.40. 

When  Marbury  was  pushing  to 
build  up  the  Mop  in  the  early  1960s, 
he  didn't  worry  much  about  the  Rs. 
"The  R  stockholders  have  got  a  billy 
but  only  a  little  one,"  he  once  said. 
Rut  now  he  talks  softly.  "I  guess  it's 
been  a  good  deterrent  having  the  Rs," 
he  says.  "For  one  thing,  the  division 
has  limited  the  Class  A  dividend  to 
$5.  So  there's  been  no  pressure  for 
more  there,  and  we've  been  able  to 
build  up  the  road."  He  has  even  gone 
out  of  his  way  to  invite  Fred  Kirby  on 
to  the  Mop  board.  And  he  says  he's 
ready  to  talk  about  a  compromise  solu- 
tion that  would  join  A  and  R  together. 

"Sure,  we  smile  when  we  talk  with 
the  Missouri  Pacific  these  days,"  says 
Clifford  H.  Ramsdell,  Alleghany  vice 
president.  "Rut  Mr.  Kirby  has  turned 
them  down  flat  on  the  directorship.  I 
(Continued  on  page  35) 
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(Continued  from  page  30) 
^lon't  think  it  would  look  too  good 
aesthetically  while  a  court  suit  is  on." 
Alleghany  may  especially  be  interested 
in^ts  Mop  investment  after  the  Penn 
Central  bankruptcy-.  Some  96,000 
shares  of  Penn  Central  were  traded 
off,  but  Alleghany  still  holds  100.000 
shares  of  that  virtually  worthless  stock. 
Plenty  of  reason  not  to  let  your 
holdings  in  another  railroad  get  out  of 
hand.  Alleghany's  investment  in  Mop. 
marketable  at  $825  a  share,  would  be 
worth  $17  million.  In  the  height  of 
the  1968  bull  market,  the  B  shares 
were  worth  $2,500  a  share,  or  $51  mil- 
lion, about  what  the  Van  Sweringens 
paid  for  their  original  common  stock 
interest  in  the  old  Missouri  Pacific. 

But  the  Kirbys  may  sense  some 
fresh  advantages,  too.  For  one  thing, 
Downing  B.  Jenks,  55,  the  Missouri 
Pacific's  president,  is  becoming  more 
of  his  own  man.  Marbury  wooed  him 
in  1961  away  from  the  Bock  Island, 
where  Jenks  was  president.  Since  then, 
he   has   taken    $600   million   of    Mar- 


bury's  capital  and  built  the  Mop  into 
a  good  railroad.  The  line  has  begun 
tapping  a  Chicago  outlet  through  its 
acquisition  of  the  Chicago  &  Eastern 
Illinois  Bailroad.  And  its  renovation, 
drawing  a  balanced  freight  load  of 
chemicals,  manufactured  goods  and 
grains,  has  run  revenues  up  from 
$378  million  in  1961  to  $495  million 
last  year.  Marbury  is  hardly  ever  seen 
around  the  St.  Louis  headquarters  of 
the  Mop  these  days,  and  Jenks  runs 
the  road  with  a  sure  hand. 

Executive  Suite  Shuffle 

Early  last  year,  Marbury  brought 
in  Jenks  also  as  president  of  parent 
Mississippi  Biver  Corp.,  which  has 
been  ailing  and  relies  on  Mop  divi- 
dends for  half  of  its  net  income.  Just 
before  the  Penn  Central  went  down, 
Marbury  suddenly  assumed  the  title  of 
president  again,  along  with  chairman, 
and  Jenks  went  back  to  the  Mop  al- 
together. "These  are  difficult  times," 
says  Marbury.  "They've  got  enough 
problems  over  there,  and  we  have  ours 


here.  Mr.  Jenks  can  keep  very,  very 
busy  running  the  Missouri  Pacific." 

Both  men  deny  any  personal  falling 
out.  Jenks  says  he  expects  that  "Bill 
Marbury  will  be  associated  with  this 
railroad  for  a  long  time  to  come."  But 
Jenks  also  calls  Fred  Kirby  "a  friend. 
Of  course,  we're  interested  in  what 
Alleghany  has  to  say.  They're  one  of 
our  most  important  stockholders." 

A  full-fledged  takeover  of  the  Mop 
by  Alleghany  is  a  doubtful  prospect. 
Alleghany,  for  one  thing,  is  in  the 
process  of  turning  itself  into  a  motor 
carrier,  by  acquiring  the  Jones  Motor 
Co.,  to  escape  taxation  at  personal 
holding  company  rates.  And  Investors 
Diversified  Services  is  the  key  concern. 

A  Washington  lawyer,  expert  in 
rail  matters,  doubts,  however,  that  the 
ICC  would  stand  in  Alleghany's  way 
because  of  a  small  trucking  company 
if  it  wanted  to  swallow  the  Mop.  "Be- 
sides," he  says,  "everyone  always  knew 
Alleghany  would  come  out  with  the 
money  in  this  deal."  Maybe.  But  don't 
tell  Marbury  that.  ■ 


Seesaw 

Tariffs  and  quotas  work  both  ways:  What  helps  one  industry  can  badly  hurt  another. 


As  grasshoppers  follow  a  drought, 
trade  protectionists  pop  out  whenever 
the  economy  slips  gears.  In  1930  they 
got  their  tariff-boosting  Smoot-Haw- 
ley  law.  Now  some  industries,  and 
their  unions,  are  after  Congress  for 
quota  protection  against  rising  foreign 
imports.  Don't  worry  about  trade  re- 
prisals from  overseas,  they  say,  be- 
cause exports  count  for  only  4C(  ol  the 
U.S.  gross  national  product.  Others, 
however,  are  not  so  sine:  The  back- 
lash as  foreigners  raise  their  trade 
walls  could  be  widespread,  indeed. 

Some  industries  already  are  search- 
ing out  vulnerable  areas  by  using  a 
modern  economic  method  called 
input-output  analysis.  Input-output 
builds  a  computer  model  of  the  inter- 
industry flow  of  goods  and  determines 
their  ultimate  impact.  One  analyst, 
Milton  L.  Godfrey  of  Cybermatics, 
Inc..  a  New  Jersey  systems  firm,  has 
used  input-output  to  uncover  a  hid- 
den world  of  trade  effects. 

Godfrey's  ideas  are  a  hard  slap  in 
the  lace  to  threatened  U.S.  industries 
that  are  currently  lobbying  for  protec- 
tion. It  offers  scant  comfort  to  those 
workers  who  are  being  laid  off  because 
of  competition  from  imports.  What  it 
says  to  them,  in  effect,  is:  In  protect- 
ing you,  the  U.S.  may  be  hurting  its 
bigger  interests. 

Godfrey's  arguments  center  on  the 
fact  that  imports  that  hurt  U.S.  inter- 
ests in  some  ways  may  actually  ad- 


vance U.S.  interests  in  others.  Corpo- 
i.i 1 1  planners  usually  just  look  at  the 
surface  effect.  The  textile  industry, 
for  example,  which  has  battled  for 
import  quotas,  figures  its  exports  make 
up  only  about  5%  of  total  revenues. 
Domestic  sales,  therefore,  are  impor- 
tant and  are  to  be  protected.  But  how 
about  the  denim  for  the  American 
Levis  that  Japanese  teenagers  love  to 
wear?  Some  of  the  denim  sales  to  the 
makers  of  Levis  are  an  indirect  export. 
Shouldn't  they  be  counted,  too,  when 
weighing  the  importance  of  overseas 
markets?  In  short,  what  might  help 
one  part  of  an  industry,  could  badly 
hurt  another. 

Who's  Protected? 

In  16  key  U.S.  industries,  Godfrey's 
computer  readout  shows,  for  each  dol- 
lar of  direct  export  sales  there  is  an 
average  of  another  $1  of  such  indirect 
exports.  The  gap  is  even  wider  in  the 
textile  industry.  During  the  fourth 
quarter  of  1969,  textiles  recorded  ex- 
port sales  of  $262  million  (an  annual 
rate  seasonally  adjusted).  But  indirect 
export  sales  were  $747  million.  The  in- 
dustry, in  fact,  notched  a  total  of 
$3.85  in  total  export  sales  for  each 
dollar  of  direct  sales.  "People  have 
been  counting  items  as  domestic  sales 
that  really  aren't,"  Godfrey  complains. 
He  cites  such  items  as  steel  that  goes 
into  tractors  for  overseas  and  fabrics  in 
exported  cars.  "If  trade  retaliation  for 


quotas  is  coming,  perhaps  the  protec- 
tionists ought  to  look  first  at  the  export 
markets  of  their  U.S.  buyers.  Sellers, 
too.  If  we  protect  the  apparel  people, 
won't  they  be  affected  if  the  Japanese 
hit  our  cotton?" 

The  glass  industry  is  screaming  for 
some  protection  from  the  flood  of  Bel- 
gian flat  glass  entering  the  country. 
But  exports  containing  glass,  such  as 
lighting  fixtures,  move  briskly.  In  1969 
for  every  dollar  of  direct  glass  exports, 
there  was  $1.38  of  indirect  exports.  In 
the  petroleum  industry,  oriented  to  the 
U.S.  market,  indirects  amounted  to 
over  $4.  For  the  protectionist-minded 
steel  industry,  the  figure  is  $4.18. 

The  same  analysis,  based  primarily 
on  government  figures,  can  focus  on 
something  a  little  closer  to  the  pocket- 
book.  Many  industries,  Godfrey  ar- 
gues, are  more  dependent  on  interna- 
tional sales  than  they  think.  Take  the 
aluminum  industry,  which  showed 
sales  of  around  $6  billion  and  forced 
ingot  price  increases  of  5.2%  as  the 
economy  swung  downward  in  1969. 
Direct  export  sales  made  up  only  7.7% 
of  sales,  he  says,  but  direct  and  indi- 
rect exports  together  accounted  for 
20.5%.  Domestic  income  barely  inched 
ahead,  but  the  total  package  of  export 
sales  spurted  forward  some  12.3%.  Will 
such  arguments  have  much  force  with 
Congressmen  whose  constituents  are 
being  hurt  by  imports?  Probably  not. 
But  Godfrey  does  have  a  point.  ■ 
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Who  Needs  'Em? 


Without  the  banks,  how  could  com- 
merce flourish?  Well,  Ireland  has  been 
bank  less  for  months  now,  and  .  .  . 


U.S.  bankers  keep  talking  about  the 
checkless  society.  Ireland  already  is 
one  step  ahead  of  them.  The  land  of 
the  leprechauns  has  become  the  bank- 
less  society.  On  Apr.  30,  as  a  result  of 
a  labor  dispute  that  even  the  Irish 
consider  a  monumental  example  of 
plain  pigheadedness,  every  bank  in 
the  country,  except  the  branches  of 
the  Bank  of  America  and  the  First 
National  City,  locked  its  doors;  and 
the  bankless  society  was  born. 

Americans,  to  whom  banks  are  as 
much  a  necessity  of  life  as  TV,  may 
wonder  how  the  Irish  economy  has 
managed  to  survive  in  the  weeks  since. 
The  answer  is,  surprisingly  well.  In 
fact,  there  are  those  who  believe  the 
bank  shutdown  may  be  good  for  the 
economy.  This  is  the  view  of  the  Irish 
Research  Organization.  Like  the  rest  of 
the  world,  Ireland  has  been  riding 
the  inflation  merry-go-round.  Prices 
were  up  8%  last  year,  wages  were  up 
13%.  By  restricting  certain  types  of 
credit-mortgages,  for  example— the 
bank  shutdown  may  have  slowed  the 
merry-go-round  down  a  bit.  The  op- 
erative word  is  may. 

Some  businesses  arc  suffering,  of 
course,  suffering  badly.  The  real  estate 
business  is  way  down.  The  auto  busi- 
ness, too.  The  Dublin  stock  exchange, 
which  even  on  its  most  active  days 
resembles  nothing  so  much  as  a  club 
for  elderly  gentlemen  with  the  gout 
(Forbes,  Aug.  1,  1969,  p.  35),  now 
looks  more  like  a  tomb.  On  the  other 
hand,  some  businesses  are  booming, 
Securicor,  especially.  Securicor  is  Ire- 
land's Brinks.  Store  managers,  who 
take  in  a  lot  of  cash  during  the  day, 
are  afraid  to  have  it  lying  around. 
Securicor  will  collect  it  and  keep  ii  foi 
them— at  a  price. 

The  worst  complaint  one  hears 
about  the  shutdown  is,  "I  find  it  a  bit 
ol  a  nuisance."  A  cab  drivei  tells  a 
passenger:  "I  wouldn't  mind  if  the 
banks  stay  dosed  Forever,  e  drivers 
buy  on  the  H-P  [the  installment  plan], 


and  usually  pay  through  a  bank.  No 
banks,  no  payments." 

Some  of  the  Irish  are  having  a  ball. 
The  banks  may  be  closed,  but  people 
still  have  checkbooks;  in  fact,  just  be- 
fore the  shutdown  there  was  a  run  on 
the  banks  for  checkbooks.  Most  pubs 
and  stores  will  accept  checks  from  al- 
most anyone,  even  Switzers,  Dublin's 
largest  department  store.  The  Gaiety 
Theater  keeps  checks  on  hand  for 
those  who  have  run  out.  Many  busi- 
nessmen prefer  checks.  Explains  a  U.S. 
Embassy  official:  "I  recently  bought 
some  furniture.  I  said,  'I  can  pay  you 
in  a  dollar  check,  a  pound  check 
or  cash.  Which  do  you  prefer?'  He 
said,  'Anything  but  cash.  Having  it 
around  makes  me  nervous.'  " 

So  Ireland  has  become  the  spend- 
thrift's heaven.  A  man  can  buy  any- 
thing and  write  a  check  for  it,  even 
though  he  may  not  have  a  shilling  in 
the  bank.  The  seller  can't  deposit  the 
check,  so  why  not  write  it? 

Sure,  when  the  banks  reopen,  there 
will  come  a  day  of  reckoning,  but 
meanwhile,   lads,   let's   have   another. 

The  cash  there  is  in  the  country 
circulates  like  water  in  a  fountain. 
Some  workers  are  paid  in  cash.  Their 
employer  goes  to  the  pubs,  fish-and- 
chips  shops  and  greengrocers  and  gets 
the  cash  for  their  wages  in  exchange 
for  a  check.  The  workers  are  paid  and 
spend  the  cash  in  the  pubs,  fish-and- 
chips  shops  and  greengrocers  and  their 
employer  goes  to.  .  .  etc. 

Not  all  the  businessmen  in  Ireland 
prefer  checks.  There  are  those  who 
demand  cash— but  they  pay  their  bills 
with  checks.  They  then  fly  to  London 
or  Belfast  with  the  cash  and  deposit 
it.  at  8.5%  interest.  They  are  doing 
what  a  bank  does-using  other  peo- 
ple's money  to  make  money. 

"Like  my  boss,"  says  Richard  Theo- 
dore Knight,  a  middle-aged  elf  from 
Sligo.  Mis  boss,  Kevin  Mooney,  who 
runs  SCR  Sales,  Inc..  which  buys  and 
sells  second-hand   machinery,   laughs. 


"I  know  a  man  who  owns  a  car  agen- 
cy," he  says.  "This  man  sells  three  or 
four  cars  a  week,  takes  in  maybe 
£6,000.  He's  afraid  of  being  robbed. 
So  I  do  him  a  favor.  I  give  him  a 
check  for  the  money,  go  across  the 
border  and  deposit  the  money  in  a 
bank.  It  takes  me  a  couple  of  horns, 
and  I'm  getting  8.5%." 

Mooney  adds:  "I  have  no  use  for  a 
businessman  who  can't  find  a  way  to 
make  a  pound,  no  matter  what." 

The  genesis  of  the  shutdown  was  a 
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Increasing  Liquidity.  Unflappable  Dubliners  [tar  left) 
lined  up  last  April  to  draw  checkbooks  They  knew  a 
bank  strike  was  coming.  And  it  did,  with  a  quiet  latch- 


ing of  doors  {left,  above).  But  no  crisis  occurred. 
One  of  many  new  clearinghouses  for  cash  and  checks 
is  seen  above,  the  snug  and  sometimes  tuneful  Irish  pub. 


demand  by  the  Irish  Bank  Officials 
Association,  the  union  that  represents 
the  7,000  employees  of  the  nation's 
900  hanks,  to  renegotiate  the  contract 
the\  had.  The  Irish  Hanks  Stall  Re- 
lations Committee,  which  represents 
tin  banks,  rejected  the  demand.  They 
forgot  they  were  dealing  with  Irish- 
men. The  union  ordered  its  members 
not  to  work  after  4  p.m.  no  matter  how 
much  paperwork  had  piled  up.  The 
union  forgot  it  was  dealing  with  Irish- 
men. The  hanks  cut  the  pay  of  their 
employees  by  25%. 

Now  you  just  can't  treat  an  Irish- 
man like  that.  The  union's  response 
was  really  to  slow  down.  Not  only  did 
the  hanks  themselves  become  clogged 
with  unfinished  paperwork,  so  did  the 
clearinghouses.  Ah,  well,  how  would 
one  expect  the  hanks  to  respond? 
They  shut  down. 

This  didn't  faze  the  employees  a 
bit.  To  begin  with,  you  can't  push  an 
Irishman  around.  Quite  aside  from 
that,  there  are  jobs  aplenty  in  Eng- 
land. Although  unemployment  in  the 
United  Kingdom  is  the  highest  in  30 
years,  there's  an  insatiable  demand  for 
certain  types  of  workers— typists,  sec- 
retaries, clerks,  bookkeepers,  wait- 
resses, barmen.  An  estimated  3,500  of 
the  unemployed  bank  officials  (nearly 
everyone  who  works  in  a  bank  in  Ire- 
land is  called  an  official)  went  to  Lon- 
don, which  is  only  55  minutes  away 
by  air.  The  union  set  up  a  special  of- 
fice at  Mooney's  Irish  House  in  the 
Strand  to  help  these  expatriates  find 
employment,  lodging  and  friends. 
After  London  newspapers  quoted  em- 
ployees of  Mooney's  as  saying  the 
bank  officials  were  more  rowdy  than 


dock  workers,  the  union  moved  the 
office  to  a  pub  called  The  King's  Arms. 

Not  only  have  all  the  expatriates 
found  jobs;  according  to  John  Titter- 
ington,  organizing  secretary  of  the  un- 
ion, they're  earning  on  the  average 
about  twice  as  much  as  they  did  back 
in  Ireland.  A  visitor  to  The  King's  Arms 
finds  them  quite  happy.  "The  English 
have  been  very  hospitable,"  says  one. 
"Of  course,  I've  got  to  spend  Christ- 
mas with  my  folks,  but  I'll  he  quite 
happy  to  stay  here  until  then." 

Those  who  remained  in  Ireland  also 
seem  to  have  found  jobs,  quite  a  few 
with  Securicor. 

Days  of  Reckoning 

A  government  committee,  the  La- 
bour Court,  has  agreed  the  bank  offi- 
cials should  get  a  17%  wage  increase 
retroactive  to  Apr.  1,  and  it  has  also 
recommended  a  new  wage  scale  for 
junior  officials  retroactive  to  Dec.  1. 
The  union  is  not  satisfied.  It  believes 
its  members  should  be  paid  for  all  the 
weeks  the  banks  have  been  closed. 
Titterington  insists  this  is  only  right 
because,  he  says,  the  officials  did  not 
strike,  they  were  locked  out.  In  a  ref- 
erendum, 93%  of  the  members  sup- 
ported this  position. 

The  government  isn't  applying  pres- 
sure on  either  side  to  have  the  Labour 
Court's  recommendations  accepted. 
Says  a  government  official:  "If  you  use 
my  name,  I'll  deny  I  ever  laid  e>es  on 
you  and,  besides  that,  wherever  you 
are,  I'll  come  to  strangle  you  with  my 
own  two  bare  hands.  The  fact  is,  we 
don't  mind  if  this  shutdown  continues 
for  a  while.  Wage  increases  recently 
have  been  averaging  15%,  and  prices 


have  been  rising  at  a  rate  certain  to 
reach  10%  by  the  end  of  the  year. 
Productivity  has  been  going  up  only 
4%.  This  shutdown  may  cool  things." 

Again,  the  operative  word  is  may. 
In  1966  a  bank  strike  lasted  for  16 
weeks.  When  it  was  over,  the  na- 
tion discovered  that  credit  had  ex- 
panded by  13%.  (This  happened  be- 
cause, in  Ireland,  if  a  man  writes  a 
check  without  funds  to  cover  it,  the 
check  automatically  becomes  a  loan, 
paying  9.5%.)  No  one  can  say  with 
certainty  the  shutdown  is  deflation- 
ary; it  could  prove  inflationary. 

Once  the  shutdown  ends,  problems 
of  fantastic  complexity  will  arise.  The 
banks  and  the  clearinghouses  will  face 
a  Himalaya  of  paperwork.  A  man  will 
deposit  checks  totaling  more  than 
enough  to  cover  checks  he  has  drawn. 
If  the  latter  are  registered  before  the 
former,  he'll  be  down  for  an  overdraft 
and  charged  9.5%  interest.  The  Battle 
of  the  Boyne  will  seem  a  tea  party  to 
what  might  happen. 

There  is  a  danger,  also,  that,  in- 
stead of  merely  cooling  the  economy, 
the  bank  shutdown  may  freeze  it.  Im- 
porters already  are  having  problems. 
British  and  American  companies  are 
getting  tired  of  shipping  them  goods 
without  being  paid. 

"Oh,"  says  businessman  Dickie 
Knight,  "you  Americans  worry  too 
much.  That's  why  you  die  of  heart 
disease  and  cancer  and  the  like.  Ire- 
land has  always  been  a  poor  nation, 
so  what's  to  worry  about?  Come  to 
Sligo,  boy,  and  I'll  take  you  fishing. 
You'll  stop  worrying  and  live  a  good 
bit  longer." 

Not  a  bad  idea.   ■ 
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Precarious  Payouts? 

More  companies  are  cutting  or  omitting 

their  dividends 

or  sharply  reduced 

earnings 

that  are 

still  paying  divi- 

these  days.  In  this  year's  first  half. 

106 

companies  low- 

dends;  or  those  paying  ver\ 

'  large  dividends— say,  to 

ered  their  payout  vs. 

only  46  in 

the 

same  period  of 

two-thirds  or  more 

of  current  profits 

With  borrowed 

1969;  108  eliminated  d 

ividends  entirely 

vs.  37  in  1969's 

money  expensive  and  hard 

to  get,  many  boards  will 

first  half.  As  corporate 

profits  decline,  more  companies 

certainly  look  to  conserving 

cash  by 

cutting  payouts. 

are  bound   to   follow. 

Who?   The 

table    below    shows 

Once  cut,  don't  look  for  a-  quick  resumption.  Only  25 

some  that  are  at  least  vulnerable:  companies  with  losses 

firms  resumed  dividends  vs.  39  in  the  first  half  of  1969.   ■ 

Latest 

*■ 

Annual 

Earnings 

Payout  Ratios           *n 

Recent 

1970 

Company 

Dividend  Rate 

Per  Share 

Recen 

5-Year  Average 

Price 

Yield 

Price  Range 

American  Crystal  Sugar 

$1.40 

$0.80 

1750/c 

550/0 

17 

8.2% 

26    -15% 

American  Hoist  &  Derrick 

0.70 

0.84 

83 

48 

iov« 

6.8 

15%-  9% 

American  Seating 

1.00 

1.53 

65 

56 

153/4 

6.3 

24i/2-14y2 

Amsted  Industries 

2.40 

3.28 

73 

54 

2sy8 

8.4 

39'/4-24% 

Armco  Steel 

1.60 

2.67 

59 

53 

19% 

8.1 

29y8-19i/2 

Beech  Aircraft 

0.75t 

d3.69 

— 

NC 

9% 

7.9 

191/4-  8 

Bendix 

1.60 

2.54 

63 

42 

2iy2 

7.4 

34% -20% 

Bethlehem  Steel 

1.80 

2.82 

64 

48 

21  % 

8.5 

30%-21% 

Braniff  Airways 

0.50 

none 

— 

NC 

8% 

6.2 

11%-  6V4 

Budget  Industries 

0.64 

0.74 

86 

56 

6% 

9.5 

19         -63/4 

Chrysler 

0.60 

d0.47 

— 

42 

19% 

3.1 

353/4. 16% 

Commercial  Solvents 

0.40 

0.45 

89 

72 

16 

2.5 

34i/2-153/8 

Cone  Mills 

1.00 

1.11 

90 

54 

15% 

6.5 

17%-13% 

Cooper  Tire  &  Rubber 

1.00 

0.84 

119 

48 

15V< 

6.6 

20%-12 

Curtiss-Wright 

1.00 

0.93 

108 

79 

HV4 

8.9 

18%-10% 

Deere  &  Co. 

2.00 

3.30 

61 

47 

29V* 

6.8 

453/4-28 

Del  Monte  Corp. 

1.10 

1.50 

73 

48 

21V. 

5.2 

26>/4-16% 

Dravo  Corp. 

1.40 

2.13 

66 

39 

233/4 

5.9 

36V2-23 

ESB 

1.20 

1.80 

66 

58 

17% 

7.0 

251/2-17 

Federal-Mogul 

1.80 

2.35 

77 

67 

22% 

8.0 

27V4-20% 

Goodrich,  B.  F. 

1.72 

2.00 

86 

58 

23 

7.5 

34     -I93/4 

Grace-W.  R. 

1.50 

1.64 

92 

48 

233/4 

6.3 

28% -203/4 

Hammond  Corp. 

0.70 

1.13 

62 

53» 

8V4 

8.5 

16%-  71/4 

Inland  Steel 

2.00 

2.76 

72 

57 

23% 

8.5 

29V«-223/4 

Kaiser  Cement  &  Gypsum 

0.80 

0.91 

88 

77 

17 

4.7 

26%-16V4 

Kelsey-Hayes 

1.30 

1.74 

75 

37 

17% 

7.5 

30    -15% 

Leonard  Refineries 

0.60 

0.71 

85 

47 

10% 

6.0 

143/4-  8% 

May  Dept.  Stores 

1.60 

1.72 

93 

67 

17% 

9.3 

28V4-15% 

MCA 

0.60 

0.11 

— 

26* 

14 

4.3 

253/4-11% 

Mead  Corp. 

1.00 

1.09 

92 

53 

13% 

7.3 

21%-11 

National  City  Lines 

0.90 

1.19 

76 

26 

10% 

8.6 

I71/4-IOV4 

National  Gypsum 

1.05 

1.08 

97 

79 

18% 

5.7 

241/2-14 

National  Lead 

1.70 

1.89 

90 

72 

20% 

8.3 

28    -16 

Pan  American  Sulphur 

0.80 

d0.06 

— 

57* 

9 

8.9 

I6V4-  7% 

Pennwalt 

1.20 

1.49 

81 

49 

21 

5.7 

361/2-171/s 

Potlatch  Forests 

1.00 

0.99 

101 

37 

29% 

3.4 

39V4-23% 

Pullman 

2.80 

3.76 

74 

62 

34% 

8.1 

481/4-34 

Republic  Steel 

2.50 

3.78 

66 

46 

29% 

8.5 

37%-28% 

Riegel  Textile 

0.80 

0.84 

95 

44tt 

12V4 

6.5 

15%-10 

Russ  Togs 

0.68 

0.97 

70 

39 

11 

6.2 

17%-  9% 

Springs  Mills 

1.00 

0.83 

120 



13% 

7.3 

17     -13 

Stevens,  J.  P. 

2.40 

2.84 

85 

42 

27% 

8.6 

44%-26 

UAL 

1.00 

0.37 

— 

33 

15% 

6.3 

283/8-121/2 

UMC  Industries 

0.72 

1.03 

70 

48 

9% 

7.3 

191/4-  9% 

US  Steel 

2.40 

3.47 

69 

54 

29% 

8.1 

39%-29% 

Universal  Oil  Prods. 

0.80 

1.20 

67 

42 

21% 

3.7 

363/4-21% 

Vendo 

0.60 

0.88 

68 

30 

11% 

5.2 

171/s-lO 

West  Point-Pepperell 

1.40 

1.99 

70 

58 

20% 

6.7 

24%-16V4 

Zenith  Radio 

1.40 

1.46 

96 

53 

31% 

4.5 

373/4-22V« 

d  Deficit          t  Plus  Siock 

f-Yeor  Average. 

i  2- Year  Average          It  4-Ye< 

)r  Average.        NC  Not  Comparable. 
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THE  RADIAL  REVOLUTION.  We  have 
to  own  up.  We  started  it. 

Way  back  in  1948. 

Do  you  recall?  It  was  the  year  we 
introduced  the  Michelin-X  Radial  Tire. 

What  have  we  been  doing  since  that 
revolution  in  1948? 

Testing  and  perfecting,  of  course. 
You  can't  start  something  revolution- 
ary like  this  unless  you're  prepared  to 
make  it  work  better  and  better. 

Now  the  Michelin-X  tire  stands  out 
as  the  pace-setter,  the  steel  radial 
tire  the  others  have  to  measure  them- 
selves against. 


What  does  this  mean  to  you  in  plain 
simple  facts? 

The  Michelin-X  Steel  Radial  tire  is 
first  of  all  built  for  today's  hi-speed 
turnpike  driving.  Its  revolutionary  radial 
construction  combined  with  the  unique 
steel  safety  belt  beneath  the  tread  vir- 
tually eliminates  dangerous  heat  blow- 
outs and  punctures. 

Michelins  grip  the  road  better  no 
matter  what  the  speed  or  condition  of 
the  surface. 

We  guarantee  in  writing  at  least 
40,000  miles  on  our  Michelin-X  treads. 
Four  to  one  as  compared  to  most 


"ordinaries"  is  not  unusual. 

We're  proud  we  can  make  such  a 
guarantee.  We're  proud  of  our  world 
leadership  in  new  tire  improvements. 

And  we're  even  happy  to  say  it . . . 

We're  proud  we  start  revolutions. 

WRITE   OR   CALL   COLLECT   FOR 
COMPLETE  DETAILS 
ON    OUR    REVOLU- 
TIONARY MICHELIN-X 
RADIAL  TIRES. 

Now  original  equip- 
ment on  the  Lincoln 
Continental  Mark  III. 


WORLD  LEADERSHIP 
IN  TIRE  INNOVATION 


lln  guarantee  covers  40.000  mile  treed  life,  delect*  In  workmanship  and  materials  and  normal  road  hazards  (excluding  repairable  punctures),  Is  limited  to  free  repair,  or  credit  or  relund  equal  to  original  purchase 
price  multiplied  by  percentage  or  guaranteed  mileage  not  run   (at   Mltheiln's  option),   and  Is  conditioned  upon  use  with  ""Airstop"  lubes  (where  applicable!   and  non-comtuercial  use  on  passenger  car  or  station  wagon." 


2500   MARCUS  AVE.,  LAKE  SUCCESS,  NEW  YORK  11040  •  516-488-3500 
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Two-Front  War 


The  truce  in  the  Middle  East  may  be  good  news  for  the  big  U.S.  oil 
companies,  but,  meanwhile,  they  have  a  pretty  rough  war  at  home. 


For  longer  than  they  care  to  remem- 
ber, the  big  U.S.  gasoline  marketers 
like  Texaco  and  Shell  have  had  to 
tolerate  a  nuisance— the  so-called  in- 
dependent gasoline  company.  Going 
under  such  brand  names  as  Deep 
Rock  up  North,  Seaside  out  West, 
Spur  down  South,  they  sell  gasoline 
for  2  cents  or  so  a  gallon  cheaper 
than  the  major  companies. 

The  small  independents  could  un- 
dersell the  giants  and  still  come  away 
with  a  profit.  They  could  do  so  by 
keeping  their  costs  down  (no  repairs, 
no  credit,  no  advertising)  and  by  do- 
ing; a  big  volume.  If  cut-rate  opera- 
tors started  to  get  too  big  a  share  of 
the  market  in  any  one  area,  the  ma- 
jors would  do  some  price-cutting  of 
their  own.  But  the  majors'  concern  for 
their  return  on  investment  and  for  the 
trustbusters  in  Washington  have  made 
them  refrain  from  a  total-war  policy 
that  would  drive  the  little  guys  out  of 
business.  (In  fact,  the  majors  have  ac- 
tually helped  to  keep  the  price-cut- 
ters afloat  by  selling  them  their  sur- 
plus gasoline.) 

In  recent  years,  however,  the  in- 
dependents have  been  making  greater 
inroads  into  the  $20-billion  (retail) 
U.S.  gasoline  market  than  ever  before. 
Their  share  of  the  business  in  1969 
was  up  to  25%,  according  to  Lundberg 
Survey  of  Los  Angeles. 

European  Front 

One  big  reason:  For  the  past  five 
years  the  majors  have  been  at  best 
half-hearted  in  competing  with  the  in- 
dependents on  a  price  basis.  With  oil- 
product  prices  in  Europe  deteriorat- 
ing, the  major  internationals  became 
more  concerned  about  U.S.  gasoline 
profits  and  less  concerned  about  meet- 
ing every  price  cut  by  every  inde- 
pendent. In  some  areas,  therefore,  the 
spread  between  the  majors'  price  and 
the  independents'  price  became  still 
greater. 

On  top  of  that,  gasoline  buyers  had 
become  more  price-conscious.  They  in- 
creasingly came  to  suspect  that  gaso- 
line is  gasoline— whether  advertised 
nationally  or  not  at  all.  Then,  soaring 
living  costs  and  a  surge  in  sales  of 
foreign-made  compact  cars  increased 
the   demand    for   low-priced   gasoline. 

Attracted  by  the  trade,  big  new- 
comers are  moving  into  the  cut-rale 
gasoline  business  on  their  own.  Sears, 
Roebuck,  for  example,  now  pumps 
low-price  gasoline  at  600  of  its  car 
repair  centers,  Montgomery  Ward  at 
82    and    J.C.    Pennej    at     L60.    Manx 


supermarket  companies— a  notable  one 
is  Supermarkets  General's  Pathmark 
chain  in  New  York  and  New  Jersey- 
are  opening  gasoline  stations  and  not 
necessarily  just  as  loss-leaders  for  their 
food  stores. 

Increasing  the  pressure  on  the  ma- 
jors even  more,  the  independents  are 
leading  the  trend  to  self-service  sta- 
tions, which  are  able  to  sell  gasoline 
at  still  another  2  cents  a  gallon  less 
than  the  majors. 

No  wonder  that  a  top  executive  of 
a  major  oil  company  exclaims:   "The 


Penney  Pete?  That's  right. 
J.C.  Penney  and  Sears  also 
offer  gas  to  motorists  drop- 
ping  in   to   buy   other  items. 


independents  are  merchandising  us 
right  off  the  map.  They  have  lower 
costs.  They  have  good  locations,  but 
not  fancy,  and  a  clean  image.  They 
don't  spend  much  on  promotion. 
They're  keeping  the  price  level  down 
and  making  our  return  on  investment 
highly  unsatisfactory.  I  don't  know 
the  solution." 

To  which  Henry  A.  Rosenberg  Jr., 
president  of  Crown  Central  Petroleum, 
an  independent  in  the  East  and  South, 
adds  with  cocksureness :  "I  don't  know 
what  the  majors  can  do  to  stop  us. 
We  do  a  terrific  volume.  Our  stations 
are  clean.  We  don't  do  any  repair 
work.  Look,  women  buy  a  lot  of  gaso- 
line. They  don't  want  some  mechanic 
coming  up  to  their  car,  just  barely 
wiping  the  grease  off  his  hands  and 
then  washing  their  windshields  and 
pumping  their  gas." 

The  simple  way  for  the  majors  to 
fight  is  to  do  what  they  have  done  in 
the  past— cut  prices  themselves.  But 
it's  not  that  easy  today.  If  anything, 
the  majors'  profits  are  under  even 
greater  pressure  than  they  were  in 
1965.  European  prices  are  still  low, 
tanker  rates  for  carrying  oil  out  of  the 
Mideast  are  soaring  to  unprecedented 
levels,  long-term  debt  and  interest 
charges  are  mounting.  Shell  Oil,  meet- 
ing the  challenge  head  on,  has  been 
more  aggressive  on  price  lately,  but 
look  what  happened  to  its  first-half 
earnings:  down  23%,  the  worst  per- 
formance of  any  of  the  majors. 

.  .  .  Join  'Em 

What  tactics  can  the  majors  take  to 
ward  off  the  independents'  thrust? 
Continental  Oil  may  have  one  answer. 
It  has  been  in  the  cut-rate  business  it- 
self through  separate  affiliates  for  some 
time.  Now  it  is  expanding  those  busi- 
nesses. Continental  now  has  526 
Douglas  stations  on  the  West  Coast 
and  484  Kayo  stations  in  the  East. 
That  adds  up  to  1,010,  or  19%  of  the 
company's  total  stations. 

Lion  Oil,  which  is  owned  by  chem- 
icals producer  Monsanto  Co.,  though 
small  (annual  sales:  $73  million),  has 
been  able  to  sell  at  "major"  prices  in 
six  southeastern  states  for  years.  But 
in  the  last  two  years,  feeling  the  price- 
cutters'  pressure,  Lion  has  dropped 
prices  at  about  20%  of  its  outlets  to 
"independent"  levels. 

Playing  the  cut-rate  game  yourself 
is  fine  for  Continental,  Sun  or  Phillips, 
but  the  game  is  pretty  well  closed  to 
the  biggest  of  the  majors,  Humble, 
Texaco,   Shell,   Mobil  and  Gulf.   The 
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Burlington  Northern. 
Going  places  in  the  American  West. 


With  the  legend  of  the  West,  came 
the  legend  of  the  railroads. 

Now,  a  new  legend  begins. 

Burlington  Northern.  Uniting  four 
great  railroads  into  one.  Along  23,000 
miles  of  track  in  17  states  and  two 
Canadian  provinces. 

Now  one  major  distribution  net- 
work spans  two-thirds  of  the  American 
West.  From  the  Great  Lakes  to  the 
Gulf  to  the  Pacific  Northwest. 

Going  places?  You  bet!  Because 
shippers  are  discovering  we  can  say 
"Yes!"  more  often.  To  faster  service. 
Greater  flexibility.  Shorter  routes. 
Broader  marketing  areas.  And 
unparalleled  marketing  expertise. 

After  all,  a  railroad  is  only  as  good 
as  the  people  who  run  it. 

And  if  one  thing  describes  the 
people  at  Burlington  Northern,  it's  a 
hard-driving,  going-places  spirit. 

The  kind  of  spirit  from  which 
legends  are  born. 


BURLINGTON  NORTHERN 

Going  places  in  the  American  West 
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Big  Five  have  stations  all  around  the 
nation.  They  more  than  likely  would 
run  into  legal  problems  if  they  sold 
their  gasoline  at  one  price  through 
one  of  their  old  dealers  and  sold  the 
same  gasoline  at  a  lower  price  at  a 
new  cut-rate  station  down  the  street. 
Continental  has  been  able  to  avoid 
this  problem.  Its  major-brand  stations 
are  in  the  midcontinent  area  and  don't 
compete  with  its  cut-rate  Douglas  and 
Kayo  brands. 

Gulf  has  tried  for  many  years  to 
meet  the  cut-rate  competition  by  sell- 
ing a  "sub-regular"  gasoline  (minus 
some  additives)  at  a  third  pump  in  its 
stations.  Continental,  Sun  and  Skelly 
have  done  the  same.  And  others  among 
the  Big  Five  may  finally  follow  Gulf's 
lead,  too.  As  one  gasoline  marketer, 
who  asked  not  to  be  identified,  says: 
"Shell  is  installing  third  pumps  in  or- 
der to  get  ready  for  no-lead  gasoline. 
What's  to  prevent  them  from  using 
that  pump  for  sub-regular  gasoline 
between  now  and  the  time  they  have 
to  have  no-lead?" 

Some  majors  are  experimenting  with 
one  self-service  island  at  their  stations. 
They're  competing  with  themselves,  of 
course,  because  the  price  at  the  self- 
service  pump  is  2  cents  below  the 
price  at  the  other  bays  when  the  gaso- 
line is  pumped  by  an  attendant.  There 
could  be  some  legal  problems  here, 
too,  because  the  majors'  self-service 
stations  may  be  undercutting  their  old 
dealers  in  the  area. 

Selling  gasoline  for  less,  the  majors 
have  to  become  more  cost-conscious. 
Many  are  building  new  stations  only 
on  a  few  superhighway  sites.  At  the 
same  time,  they're  weeding  out  mar- 
ginally profitable  stations. 

As  the  majors  become  more  like  in- 
dependents, it's  not  surprising  that 
the  price-cutters  are  finding  it  neces- 
sary to  adopt  some  of  the  tactics  of 
the  majors.  More  independents,  for  ex- 
ample, are  advertising  and  giving  out 


The  major  gasoline  companies 
and  their  smaller  independent  rivals 
play  a  game  when  they  talk  about 
each  other.  It's  called  Pat  the  Other 
Guy  on  the  Back  Until  You've  Beat- 
en Him  into  the  Ground.  The  idea 
is  to  make  the  other  guy  sound  so 
ferocious  that  all  third  parties  will 
automatically  gravitate  to  your  side. 

Keeping  that  in  mind,  listen  to 
Ronald  J.  Peterson,  chairman  of 
Martin  Oil  Service  Inc.  ot  suburban 
Chicago,  talk  of  the  "plight"  of  the 
cut-rate  gasoline  companies: 

"The  independents  (I  mean  the 
small  ones;  Ashland  and  Tenneco 
are  too  big  to  be  called  inde 


Women's  Lib,  J  932.  Mary 
Hudson  founded  a  cui-rate 
gasoline  company  with  her 
brothers  in  Kansas  City,  Kan. 
38  years  ago.  She  now  runs 
Hudson  Oil  Co.  alone.  Says  a 
male  competitor:  "I've  never 
seen  a  tougher  man  in  gaso- 
line marketing.  I  remember 
when  one  big  company  went 
after  her  once  in  Kansas 
City  and  Topeka.  She 
brought  them  to  their  knees. 
She  can  keep  up  with  you  on 
everything,  language  includ- 
ed." At  57,  Mary  Hudson 
shows  no  signs  of  slowing 
up.  "The  future  looks  good," 
she  says.  "We're  seeing 
more  price  wars  this  year, 
but  I  have  been  through 
some   rough    spots    before." 


-Poor  L/T  Ole  Me- 


ents )  make  1  to  2  cents  profit  on  ev- 
ery dollar  of  sales,  the  majors  make 
9  to  13  cents.  They  make  their 
profit  on  crude,  and  have  cash  flow 
and  tax  advantages  that  we  don't. 

"Price  protection  keeps  the  in- 
dependents' share  of  the  market 
down.  The  majors  keep  cutting  the 
price  to  their  own  dealers  to  meet 
competition  while  the  independent 
is  buying  at  a  fixed  price. 

"Mergers  of  refiners  have  hurt 
us.  We  got  along  when  25  or  30 
refiners  were  knocking  on  our  door 
to  sell  us  gasoline.  We  used  to  buy 
from  Sunray  DX,  but  since  the 
merger  with  Sun  Oil,  that  supply 


credit  cards.  (One  independent  notes- 
that  people  who  charge  gasoline  are 
less  concerned  about  the  price  of  it 
than  cash  customers.) 

Where  do  the  trends  lead?  "There 
are  too  many  stations  selling  high- 
priced  gasoline,"  answers  one  market- 
ing man.  "The  lower-priced  stations 
obviously  are  going  to  grow  until 
thereVa  proper  balance  between  each 
type  of  station." 

Interestingly  enough,  in  these  times 
of  trouble  for  the  major  oil  companies, 
several  of  the  independent  oil  compa- 
nies, some  of  which  aren't  so  small  any- 
more, are  expanding.  Hess,  an  eastern 
refiner-marketer,  for  example,  has 
merged  with  producer  Amerada  to 
form  a  $900-million  (sales)  integrat- 
ed company.  Champlin  Oil,  another 
refiner-marketer  with  inadequate  sup- 
plies of  crude,  has  been  acquired  by 
Union  Pacific,  which  is  a  giant-sized 
oil  producer  in  addition  to  being  a 
railroad.  Tenneco  and  Ashland  both 
have  built  their  annual  sales  to  the 
$500-million  level  and  now  have  more 
financial  strength  to  do  battle  with  the 
majors.  Clark  Oil  &  Refining,  a  big 
Midwest  refiner-marketer,  now  has 
$270  million  a  year  in  sales  and  enough 
resources  to  go  exploring  for  its  own 
crude  oil. 

And  many  already  fairly  strong  in- 
dependents are  being  acquired  by  still 
stronger  companies  outside  the  gaso- 
line business.  Husky  Oil  (assets:  $270 
million)  is  talking  merger  with  $2.2- 
billion-assets  Santa  Fe  Industries.  Bell- 
Vickers,  an  independent  Southwest  re- 
finer and  marketer,  has  been  acquired 
by  Swift  &  Co.  Swift  is  diverting  dol- 
lars from  marginal  meat  operations 
to  acquire  a  crude  oil  producer  and 
build  an  integrated  oil  outfit. 

Clearly,  it's  a  time  of  ferment  in  the 
oil  industry.  When  it's  all  over,  the 
big  international  companies  may  no 
longer  have  things  as  much  their  own 
way  as  they  did  in  the  past.   ■ 


has  sort  of  dried  up.  Would  we  get 
into  refining  ourselves  to  assure  a 
supply?  There's  no  profit  in  refin- 
ing. Why  invest  $150  million  to  get 
into  it?  Besides,  where  will  a  $5- 
million  or  $500,000  organization 
get  that  money?  We  all  must 
change,  but  getting  into  refining  on 
a  break-even  basis  isn't  the  way. 

"But  don't  write  me  down  as  a 
pessimist.  I  want  the  independents 
to  get  rights  to  imported  oil.  If  the 
government  forces  refiners  to  pro- 
duce no-lead  gasoline,  it  will  have 
to  provide  that  a  percentage  of  it 
will  go  to  independents.  I  just  think 
it's  time  we  started  to  speak  up." 
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The  Money  Men 


The  Consumer 
and  the  Investor 
Are  the  Same  Guy 


Last  February  we  interviewed 
poll-taker  Louis  Harris  for  "Money 
Men"  and  wrote  of  our  quest  for 
somebody  "who  has  really  done 
anything  worthwhile  on  the  psy- 
chological forces  that  lie  behind  the 
movement  of  stocks."  Harris,  we 
found,  was  thinking  along  the  same 
lines  but  had  as  yet  no  conclusions. 

Shortly  thereafter,  we  got  a  let- 
ter from  a  reader,  an  interesting 
letter.  What  it  said  was  that  the 
writer,  one  John  L.  King  of  Hunt- 
ington Beach,  Calif.,  an  investor  and 
college  teacher,  had  indeed  devel- 
oped such  a  theory  of  investing,  a 
psychological  theory.  "I  would  say 
your  search  is  over,"  wrote  King, 
"not  with  Louis  Harris  but  with  me." 
King  claimed  he  had  called  the 
market  decline  of  1966  well  ahead 
of  time  and  had  foreseen  the  extent 
of  last  year's  decline  as  early  as 
April  1969.  He  did  not  use  a  crystal 
ball,  he  said.  He  had  a  system,  one 
based  as  much  on  behavioral  psy- 
chology as  on  economics. 

We  acknowledged  the  letter, 
whereupon  we  received  another  in 
which  King  further  outlined  some  of 
his  beliefs  and  decried  the  conven- 
tional economic  wisdom.  At  the 
close  of  that  letter.  King  promised 
another  to  follow  with  a  prediction 
of  the  markets  in  the  months  ahead. 

Now  predictors  of  the  stock  mar- 
ket are  as  plentiful  as  house  flies 
in  July.  Most  we've  seen  make  a 
very  cautious  estimate  of  the  direc- 
tion they  think  the  market  will  take 
and  then  proceed  to  qualify  that 
into  meaninglessness.  But,  good  as 
his  word,  John  King  wrote  to  us 
again  on  Mar.  30  saying,  "I  am  fi- 
nally able  to  get  all  of  my  data  to- 
gether, and  my  estimate  is  that  the 
DJI  will  come  close  to  675  by  mid- 
July."  King's  only  qualification  was 
that  precipitous  bad  news  could 
send  it  even  lower. 

The  Dow  was  nearing  800  when 
King  wrote  that  letter  and  a 
convention  of  investment  experts 
the  month  before  had  seen  the  mar- 
ket generally  holding  to  such  levels. 
Many  smart  investment  managers 
had  begun  committing  reserves 
they  had  been  building  up  in  late 
1969  and  early  1970.  King  proved 


to  be  lighter  than  most  of  the  card- 
carrying  experts.  The  shock  of  U.S. 
troops  going  into  Cambodia  sent  the 
market  reeling  in  May.  On  July  8 
the  Dow  was  at  682,  right  on  tar- 
get. A  rally  followed,  but  not 
enough  to  put  King's  prediction 
more  than  5%  off  on  July  15. 

True,  John  King  does  not  have 
any  very  impressive  credentials. 
He  heads  no  brokerage  firm,  man- 
ages no  vast  sums  of  money,  boasts 
no  notebook  full  of  press  clippings. 
But  he  had  been  lighter  than  most 
of  the  credential  bearers. 

Impressed,  we  invited  King  to  vis- 
it our  Los  Angeles  office.  Far  from 
looking  like  a  man  in  command  of 
mysterious  clairvoyant  forces,  John 
King  introduces  himself  as  Jack  and 
speaks  with  a  professorial  air— un- 
derstandable since  he  teaches  eco- 
nomics and  money  &  banking  at 
Los  Angeles'  Sawyer  College.  The 
day  we  met  him  he  wore  a  checked 
sports  jacket  and  looked  less  than 
his  53  years.  He  sprinkles  his  con- 
versation with  references  to  books 
on  economics— testimony  to  a  life  of 
voracious  reading  as  well  as  an  ed- 
ucation at  the  University  of  Pennsyl- 
vania's Wharton  School  of  Finance 
and  Commerce  (Class  of  '38).  But 
King  mentions  well-known  econo- 
mists only  in  order  to  cite  what  he 
considers  to  be  their  shortsighted- 
ness. As  with  many  captivated  by 
an  idea,  King  views  the  authorities 
as  confused,  himself  as  clear-eyed. 

"One  thing  is  critical,"  King  de- 
clares. "The  consumer's  attitudes 
and  expectations  about  the  future 
are,  .1  think,  crucially  important  to 
the  stock  market  as  well  as  to  busi- 
ness. A  lot  of  people  disagree,  but  I 
don't  care  what  a  lot  of  people 
think  because  I  have  yet  to  predict 
the  market  in  error." 

King's  system  does  not  have  any 
truck  with  charts.  Neither  does  it 
involve  what  are  usually  regarded 
as  "fundamentals"— earnings  trends, 
P/E  ratios,  you-name-it.  King,  in- 
stead, regards  psychology  as  su- 
preme. He  thinks  that  the  same 
forces  that  have  so  much  effect  on 
retail  sales  also  have  a  huge  ef- 
fect on  stock  prices. 

King's  system,  we  were  to  learn 
over  the  course  of  a  two-hour  con- 
versation, relies  heavily  on  the  Uni- 
versity of  Michigan's  index  of  con- 
sumer sentiment.  Fittingly,  King 
thinks,  Michigan's  Survey  Research 
Center,  which  publishes  the  index 
quarterly,  is  run  by  George  Katona, 


John  L.  King 


an  unusual  man.  Dr.  Katona  is  an 
economist,  yes,  but  he  is  also  a 
trained  psychologist. 

"The  thinking  of  traditional  econ- 
omists," says  King,  "is  that  we're  200 
million  people  and  that  means  if  I 
say  'yes'  you're  likely  to  say  'no'  and 
we  cancel  each  other  out.  But,  in 
truth,  when  it  comes  to  money, 
these  things  add  up;  they  don't 
cancel  each  other  out.  A  guy  in 
Santa  Monica,  California,  is  just  as 
likely  to  feel  depressed  economical- 
ly as  a  man  in  Burlington,  Vermont. 
In  the  aggregate  this  is  a  powerful 
tool.  This  turns  on  the  society  or 
turns  it  off."  (For  more  on  this,  see 
"Sidelines,"  p.  7.) 

That  consumer  attitudes  rein- 
force each  other  has  been  common 
knowledge  to  advertising  men  for 
years.  Interestingly,  King  spent  al- 
most three  decades  in  advertising 
after  graduation  from  Wharton  in 
1938,  selling  space.  During  all 
that  time  he  remained  fascinated 
by  economics,  especially  economic 
forecasting.  Katona's  surveys,  which 
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The  'NOW  phone  educates 

your  car,  to  save  you  time 

and  money.  The  mobile  telephone 

that  keeps  you  in  touch 

with  your  office  and  your  clients  — 

allows  you  to  confirm  or 

rearrange  appointments, 

change  schedules  and  routing... 

coordinate  pick-ups  and  deliveries 

...right  now  when  it  counts! 

The  'NOW  phone. 

The  mobile  telephone  that  features 

...compact  power  package... 

full  1 1  channels.. .negligible  power 

drain... no  wrong  numbers 

...incoming  call  signal  light... 

one  year  guarantee... and 

no  obligatory  service  contract. 


The  Money  Men 


stressed  the  importance  of  the  con- 
sumer's psychological  willingness  to 
buy  as  well  as  his  economic  ability 
to  buy,  struck  King  as  eminently 
sensible.  So  he  tried  to  put  the  con- 
sumer sentiment  index  together 
with  such  economic  indices  as  lev- 
els of  credit,  interest  rates  and  such, 
and  come  up  with  a  master  num- 
ber that  would  correlate  with 
movements  of  the  stock  market.  It 
didn't  work. 

But  then  a  statistician  friend 
helped  him  find  a  relationship  be- 
tween his  weighted  average  master 
number  and  the  Standard  &  Poor's 
500  stock  index.  He  won't  explain 
his  previous  formula— and  who  can 
blame  him— but  it  began,  he  said, 
to  flash  a  warning  signal.  As  King 
explains  it:  "In  1965  I  had  what 
they  call  in  behavioral  psychology 
an  'ah  hah'  feeling.  In  August  of 
1965,  the  consumer  turned  very 
negative."  For  his  family's  trust 
fund,  King  liquidated  holdings  and 
went  cash  in  February  of  1966.  "In 
February  of  1966,"  says  King,  "the 
stock  market  turned  down  and 
from  February  to  October  of  1966 
the  market  fell  around  17%." 

Impressed  with  his  own  success, 
King  quit  advertising  and  turned 
to  teaching.  (He  also  teaches  a 
marketing  course  at  California 
State  College,  Fullerton.)  And  he 
took  his  weighted  average  and 
tried  to  apply  it  against  previous 
turns  in  the  market  of  more  than 
15%  to  see  if  it  would  have  worked. 
This  exercise,  though  academic, 
showed  him  that  his  variables 
would  have  signaled  all  but  one 
of  the  seven  severe  market  declines 
between  1956  and  1966  and  would 
have  given  warning  of  all  the  sub- 
sequent upturns.  (The  one  that  got 
away  was,  however,  a  whopper, 
the    1962    market    slide    of    27%.) 

In  the  current  market  decline, 
which  can  be  traced  to  December 
1968,  King  admits  to  missing  the 
first  few  months  but  catching  the 
signal  in  April  1969  before  (lie  full 
impact  of  the  crash  began.  Forti- 
fied by  his  success  in  practice, 
King  plans  to  manage  other  trusts 
owned   by   his    family    in    Arizona. 

If  the  reader  is  human,  he  is 
probably  getting  a  hit  impatient 
and  wondering  when  we're  going 
to  get  to  the  point:  What  does 
King  think  the  market  is  going  to 
do  now?  Bear  with  us.  We're  get- 
ting to  that.  First,  more  about  how- 
King  arrives  at  his  conclusions. 


To  begin  with,  King  is  scornful 
of  the  current  economic  forecasts 
that  say  the  economy  is  bottoming 
out  and  an  upturn  is  just  around 
the  corner.  He  thinks  such  fore- 
casts ^re  not  in  touch  with  the 
thinking  of  the  people.  "One  of 
the  great  beliefs  of  economics,"  he 
says,  "is  that  the  average  guy 
spends  ahead  because  he  believes 
prices  are  going  higher.  This  is 
ridiculous.  That  only  exists  in  the 
minds  of  economists."  King  feels 
quite  the  opposite  is  true:  that  in- 
flation scares  people  and,  whether 
it  is  economically  rational  or  not, 
when  people  are  scared  they  begin 
to  save  money.  Which  means  they 
don't  buy  stocks  either. 

We  knew  that  the  personal  sav- 
ings rate  had  hit  a  20-year  high 
during  July  of  this  year.  Whatever 
a  high  savings  rate  may  say  for  the 
future,  it.  can  be  hell  on  compa- 
nies trying  to  move  merchandise 
right  now.  The  same  psychology 
that  makes  people  afraid  to  spend 
probably  also  makes  them  afraid 
to  buy  common  stocks.  King  sus- 
pects that  this  scared  psychology 
is  going  to  continue. 

"The  economists  say  we've  got 
inflation  under  control.  The  thing 
they  don't  have  under  control  is 
the  service  businesses.  The  cost  of 
services  is  accelerating  and  we 
spend  most  of  our  money  for  ser- 
vices. The  economists  focus  on  how 
many  cars  are  turned  out  at  the 
Ford  plant,  but  who  focuses  on  the 
nurse's  aide  who  lifts  a  bedpan  or 
the  cost  of  an  attorney's  time?" 

"We're  talking  total  demand 
really,"  he  says,  "Mr.  McCracken 
[chairman  of  the  President's  Coun- 
cil of  Economic  Advisers  Paul  Mc- 
Cracken] may  be  talking  of  an  up- 
turn in  the  fourth  quarter,  but  the 
consumer  is  not.  The  consumer  is 
thinking  depression." 

With  that  explanation,  we'll  get 
to  our  point:  Jack  King  thinks  the 
stock  market  is  going  down,  a  good 
way  down.  And  fast.  "I'm  very 
turned  off,"  says  King.  "The  con- 
sumer is  very  negative  today.  I  ex- 
pect the  DJI  to  be  at  or  about  575 
by  early  October." 

Well,  there  it  is.  We  can't  vouch 
for  Jack  King's  predictions,  but  we 
think  he  is  worth  listening  to.  He's 
one  of  the  few  people  we  know 
who  has  made  a  genuine  attempt 
to  quantify  investor  psychology- 
something  everybody  talks  about 
but  nobody  does  anything  about.  ■ 
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Let's  Drink  to  That! 

Here's  a  worldwide  growth  market  where  entry  is  difficult 
and  one  company  has  70%  or  so  of  the  business.  No,  we're 
not  talking  about  IBM  but  about  Britain's  Distillers  Co.  Ltd. 


Operating  out  of  a  headquarters 
building  built  in  1774  and  facing  St. 
lames  Square  in  London,  the  men 
who  run  Distillers  Co.  Ltd.  (no  rela- 
tion to  Distillers  Corp. -Seagrams)  like 
to  convey  the  impression  that  they  are 
19th-century  gentlemen  who  through 
happenstance  are  forced  to  engage  in 
commerce.  Ask  them  about  their  mar- 
ket share,  for  example,  and  the  room 
temperature  drops  about  40  degrees 
Fahrenheit.  As  Forbes'  London  corre- 
spondent puts  it.  you  feel  you've  been 
taught  spitting  on  the  antiques. 

But  don't  be  fooled.  Under  Chair- 
man A.F.  McDonald,  a  big,  burly 
Scotsman,  Distillers  Co.  Ltd.  is  a  very 
up-to-date  marketing  machine.  The 
gentlemen  at  Distillers  Co.  know  their 
market  share  to  a  decimal  point,  while 
they  won't  sa\  what  it  is,  the  trade  es- 
timates it  at  55%  to  60%.  That's  a  nice 
piece  of  a  very  nice  market— especially 
since  only  Scottish  distillers  can  call 
their  product  scotch. 

What  do  you  drink?  Johnnie  Walk- 
er? That's  a  DCL  whisky  (sales  in 
the  U.S.  last  year:  more  than  1.75  mil- 
lion cases).  Dewar's  White  Label?  An- 
other DCL  whisky  (U.S.  sales:  1.65 
million  cases).  Haig  &  Haig?  Black  & 
White?  White  Horse?  Vat  69?  Craw- 
ford's? They're  all  DCL  whiskies. 

lose  Some,  Win  Big 

None  of  them,  however,  are  market- 
ed in  the  U.S.  by  DCL.  In  a  sense,  DCL 
loses  by  this:  The  distributor  ends  up 
with  a  large  chunk  of  the  profit.  But 
DCL  probably  gains  a  lot  more  than 
it  loses.  By  cutting  every  major  distiller 
into  the  distribution  of  its  brands.  DCL 
guarantees  that  these  big  distillers  are 
pushing  DCL  brands  rather  than  de- 
veloping their  own.  In  effect,  these 
canny  Englishmen  keep  competition 
.out  by  cutting  the  competition  in. 
Says  a  DCL  spokesman:  "This  is  our 
practice  all  over  the  world,  not  just 
in  the  U.S.''  Why'3  Skirting  the  ques- 
tion of  cutting  the  competition  in,  he 
puts  it  this  way:  "They  know  the  mar- 
ket better  than  we  do.  And  since  they 
distribute  other  products,  they  can  dis- 
tribute ours  with  less  overhead." 

Though  it's  scotch  that  makes  DCL 
shareholders  tingle  and  glow,  the  com- 
pany has  not  overlooked  the  martini 
drinker.  High  &  Dry,  Gordon's  and 
Booth's  are  DCL  gins.  Cossack  is  a 
DCL  vodka.  DCL  also  makes  Austra- 
lian   whisky    and    Australian    brandy. 

Not  only  does  DCL  dominate  the 
scotch  market,  it's  the  largest  distilling 


DCL's  carefully  cultivated 
image  is  of  leather,  mahog- 
any and  gentlemen's  clubs, 
but  it's  also  among  the  sharp- 
est marketing  outfits  around. 


company  of  any  kind  in  the  world. 
Sales  in  fiscal  1969  amounted  to 
$917.8  million,  of  which  $836.9  mil- 
lion came  from  whisky,  gin  and  vodka. 
The  largest  distiller  in  North  America, 
Montreal-based  Distillers  Corp. -Sea- 
grams Ltd.,  rang  up  sales  after  sub- 
tracting excise  taxes  of  $599  million 
last  year.  Moreover,  DCL  is  easily  the 
biggest  profitmaker  in  the  world  liquor 
business.  It  netted  $125  million  before 
taxes,  15  cents  on  the  sales  dollar.  By 
contrast,  Distillers  Corp. -Seagrams  net- 
ted just  over  7%  pretax. 

DCL  can  be,  and  is,  a  very  hard- 
nosed  competitor.  Over  the  past  few 
years,  for  example,  it  has  steadfastly 
refused  to  raise  prices,  despite  increas- 
ing distilling  and  marketing  costs  and 
higher  taxes.  The  reason  has  become 
apparent  this  year.  In  April,  two  of  its 
independent  competitors,  Teacher's 
and  Bell's,  finally  raised  prices.  DCL 
still  held  back,  however,  and  almost 


overnight  its  market  share  in  England 
jumped  from  around  60%  to  70%. 

Having  accomplished  its  goal,  DCL 
last  month  announced  that  it,  too,  was 
raising  prices.  The  increases  aren't 
that  large  in  percentages— a  couple  of 
pennies  per  shot  for  whisky.  But 
spread  over  DCL's  huge  volumes,  they 
will  be  substantial.  The  increases  won't 
come  until  Oct.  1.  Which  gives  re- 
tailers an  incentive  to  stock  up  now 
and  promises  to  help  make  DCL's 
market-share  gains  permanent. 

DCL's  origins  go  back  to  1877 
when  six  Lowland  grain  distillers,  sev- 
eral of  them  a  century  or  more  old, 
combined  to  form  the  company.  As  the 
years  went  by,  other  distillers  joined 
the  combine.  At  the  same  time  DCL 
kept  on  building  new  distilleries.  It 
now  operates  some  42  in  Scotland. 

Its  Own  Terms 

DCL  is  still  reaching  out  its  tenta- 
cles, unhampered  by  the  antitrust  re- 
strictions that  must  concern  dominant 
companies  in  American  industries.  But 
DCL  will  acquire  only  on  its  own 
terms.  This  year,  for  example,  it  tried 
to  pick  up  Tomatin,  an  independent 
producer  of  malt  whisky.  Its  stock  was 
selling  at  9  shillings  on  the  London 
Exchange;  DCL  offered  15  but  bowed 
out  when  Tomatin  demanded  more. 

"We  thought  we  could  get  more  ca- 
pacity more  cheaply  by  acquiring  To- 
matin than  by  building  it  ourselves," 
says  McDonald.  "It  didn't  work  out 
that  way,  so  we're  building  it." 

DCL  is  doubling  capacity  at  its 
Linkwood  and  Glenlossie  distillers,  and 
at  its  Burghead  maltings.  McDonald 
has  no  fear  of  creating  overcapacity, 
since  the  demand  for  scotch  has  been 
steadily  increasing.  From  1960  through 
1969,  scotch  consumption  more  than 
doubled  in  the  U.S.,  the  company's 
biggest  single  market.  In  the  first  five 
months  of  this  year,  Americans  drank 
13%  more  scotch  than  in  the  first  five 
months  of  1969.  The  market  share  of 
scotch  in  the  U.S.  has  gone  up  from 
15.9%  in  1965  to  19.2%  last  year.  Sales 
of  its  Dewar's  (distributed  by  Schen- 
ley)  and  its  Johnnie  Walker  (distrib- 
uted by  Canada  Dry),  have  been  espe- 
cially strong.  For  all  these  reasons 
DCL  is  a  prized  issue  on  the  London 
Stock  Exchange,  where  it  trades  at  15 
times  earnings.  That  might  not  seem 
very  high  to  American  investors,  but 
to  Englishmen  it's  very  high  indeed. 
As  we  said,  don't  be  fooled  by  the 
19th-century  trappings.   ■ 
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the  Figures 


Evans  of  Grumman 


Shout  Hallelujah! 

For  a  long  time  now  the  Pentagon 
has  been  a  fat,  five-sided  target  for 
critics  in  and  out  of  Congress.  And 
with  some  good  reason,  as  a  reading 
of  the  report  of  the  President's  blue 
ribbon  defense  panel  reveals.  The 
report,  which  recommends  113 
changes  in  the  organization  and  op- 
erations of  the  Defense  Department, 
chagrined  military  men.  But  does 
that  mean,  as  some  critics  have  al- 
ways charged,  that  defense  contrac- 
tors are  also  unhappy?  Hardly. 

"The  part  that  concerns  us  is  the 
procurement  part,  and  I  say  halle- 
lujah for  the  job  they  did,"  says 
President  Llewellyn  J.  Evans  of 
$l.l-billion-sales  Grumman  Corp. 
Evans,  whose  company  gets  89%  of 
its  volume  from  the  Government, 
agrees  fully  with  the  report's  criti- 
cism of  Pentagon  management. 

"Do  you  know  what  their  so- 
called  management  control  systems 
are  worth?"  he  fairly  shouts.  "We've 
gotten  awards  From  them  for  using 
systems  we  don't  use.  We  go  by 


the  book,  file  pieces  of  paper  and 
ignore  the  system."  Evans  believes 
the  weaknesses  found  by  the  panel 
are  inevitable. 

"Look  at  the  decision-makers," 
he  says.  "Colonels,  or  if  they're 
Navy  men,  captains.  They  put  in 
two-  or  three-year  tours  at  the  Pen- 
tagon, where  you  can't  make  rank 
like  you  do  in  the  field,  so  they're 
not  too  bound  up  with  what  they're 
doing.  They  frequently  lack  exper- 
tise to  evaluate  complex  engineering 
systems,  so  they  fall  back  on  pro- 
cedure, they  pass  the  buck." 

Rash  words  for  a  defense  con- 
tractor? Not  really.  Evans  realizes 
the  present  Pentagon  needs  reform 
and  welcomes  it,  not  least  because 
if  things  continue  as  they  are  Grum- 
man could  get  badly  hurt. 

Grumman's  main  piece  of  busi- 
ness at  the  moment  is  the  F-14  Navy 
fighter  contract— potentially  worth 
more  than  $3  billion.  The  com- 
pany's space  business  is  essentially 
behind  it;  none  of  the  other  mili- 
tary contracts  in  Grumman's  $792- 
million  defense  volume  come  close 


to  the  F-14's  potential,  and  Grum- 
man's commercial  ventures  are  not 
large  enough  to  carry  this  big  com- 
pany through  the  early  1970s. 
Therefore,  it  is  important  that  the 
F-14  contract  be  profitable  and  not 
turn  into  one  of  those  cost  overrun 
nightmares  that  the  Pentagon's 
now-discredited  policy  of  total 
package  procurement  ( research  and 
production  under  one  fixed-price 
contract)  have  helped  cause. 

Grumman  contracted  in  January 
1969  to  build  the  F-14  at  $7.3  mil- 
lion per  plane.  The  price  seemed 
low  even  then  because  the  F-14  is 
meant  to  replace  the  canceled 
F-111B  which  Grumman  was  to 
have  built  and  which  was  to  have 
cost  $8.2  million  each.  Also  the 
contract  was  signed  under  the  old 
total-package  formula,  a  contract 
policy  specifically  prohibited  in  the 
defense  panel's  recommendations. 

So  it  is  with  perhaps  an  eye  to 
some  relief  from  unrealistic  contract 
terms  as  well  as  from  paper-shuf- 
fling time-servers  that  Lew  Evans 
of  Grumman  shouts  "hallelujah!"  ■ 
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The  Hitchhiker 

WW.  (Foots)  Clements.  56- 
year-old  president  of  Dallas-based 
Dr  Pepper  Co.,  is  above  all  an  op- 
timist. "By  1975."  he  claims.  "Dr 
Pepper  will  be  a  strong  third  in  the 
national  soft-drink  market  behind 
only  Coke  and  Pepsi."  That  goal  is 
certainly  within  reach.  Last  year  Dr 
Pepper  sold  120  million  cases  in  the 
U.S.  and  Canada.  Worldwide,  slow- 
er-growing Royal  Crown  Cola  and 
7-Up,  sold  147  million  and  237  mil- 
lion cases,  respectively,  according  to 
Soft  Drink  Industry  magazine. 

But  Clements,  a  onetime  route 
salesman  who  became  president  in 
1969,  is  also  a  realist.  He  knows 
that  little  Dr  Pepper  i  sales:  $50 
million)  can  never  hope  to  out- 
muscle  (oca-Cola  Co.  ($1.4  bil- 
lion) or  PepsiCo  ($950  million). 
So  lie's  trying  the  next  best  thing: 
lie's  hitching  a  ride.  Lacking  a 
strong  national  distribution  network 
of  liis  own.  Clements  lias  signed  up 
266  independent  Coke  and  Pepsi 
lxittlers  to  do  the  job  for  him.  His 
tireless  recruiting  really  paid  oft  last 
May  when  lie  landed  the  biggest 
bottler  of  them  all,  $81 -million 
(sales)  Coca-Cola  Bottling  Co.  of 
New  York. 

Clements    has    convinced    these 


Clements  of  Dr  Pepper 


bottlers  that  it  is  easier  and  cheaper 
for  them  to  boost  their  sales  volume 
by  adding  a  new  drink  like  Dr 
Pepper  than  by  increasing  the  per- 
capita  consumption  of  their  existing 
brands.  And  there's  no  antitrust 
problem  since  a  court  decision  has 
declared  that  Dr  Pepper  is  not  a 
Cola  drink.  But,  happily  for  Clem- 
ents, the  fruit-flavored  Dr  Pepper 
shares  one  important  characteristic 
with  the  colas:  Many  heavy  drink- 
ers of  soda  water  can  drink  it  all 


day  long  without  tiring  of  it. 

Only  time  will  tell  how  well 
Clements'  strategy  will  work.  So 
far,  Dr  Pepper's  trend  has  definitely 
been  upward:  Sales  are  up  from 
$28.7  million  in  1966  to  $50  mil- 
lion, profits  are  up  from  32  cents  to 
50  cents  a  share.  Of  course,  even  if 
Dr  Pepper  makes  only  small  inroads 
into  Coke  and  Pepsi  volume,  Clem- 
ents' hitchhiking  strategy  could  pro- 
duce handsome  percentage  gains 
for  his  small  company.   ■ 


The  Old  School  Try 

If  too  can  spend  your  way  to  pros- 
perity. Monsanto  Co.  should  soon 
be  as  profitable  as  they  come.  Since 
jovial  Edward  J.  Hock,  53,  took 
over  as  chief  executive  just  two 
\  ears  ago,  he  has  poured  close  to  a 
half-billion  dollars  into  new  plant 
ami  equipment— in  an  effort  to  get 
Monsanto  oft  the  earnings  plateau 
where  it  has  languished  since  the 
early  Sixties.  Says  Bock:  "The  rea- 
son for  our  high  current  expendi- 
tures is  the  modesty  of  our  past  in- 
vestments." In  1971  and  1972, 
Bock  expects  to  throw  in  an  addi- 
tional $600  million.  Given  the  long 
lead  time  involved  in  chemical  capi- 
tal spending,  none  of  this  has  yet 
helped  earnings.  In  fact,  Monsanto's 
net  this  year  will  drop  below  the 
$3  level  for  the  first  time  since 
1963,  and  return  on  equity  will  be 
at  the  lowest  level  in  recent  history: 
between  8%  and  9%,  among  the 
lowest  in  the  chemical  industry. 
But  Bock  is  trying  hard.  He  has 


Bock  of  Monsanto 


pushed  into  electronics  controls 
with  the  acquisition  of  Iowa's  Fish- 
er Governor  Co.  He  has  gotten 
Monsanto  deeper  into  consumer 
products  to  reduce  its  dependence 
on  raw  materials.  "We're  not  selling 
fibers,"  he  points  out,  "when  we're 
selling  Acrilan  carpets  or  AstroTurf 
[Monsanto's  synthetic  fiber  prod- 
ucts]." Right  now  Coca-Cola  is 
test-marketing  a  plastic  Monsanto 
bottle  that  can  be  burned  clean  or 
recycled.  Bock  has  put  the  com- 
pany into  pollution  control  with  the 
creation  of  Enviro-Chem  Systems, 
Inc.,  which  offers  systems  to  treat 
stack  gases,  liquid  and  solid  wastes. 
Then  Bock  took  Monsanto  out  of 
such  tired  businesses  as  low-density 
polyethylene  and  oil  additives. 
"We'll  prune  more,"  he  says.  "We're 
looking  hard  at  fertilizers,  for  one." 
With  a  general  pickup  in  busi- 
ness, Bock  may  yet  deliver  the  goods 
for  Monsanto  stockholders,  whose 
shares,  at  a  recent  33,  are  selling  at 
their  lowest  price  since  the  1962 
market  debacle.   ■ 
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Faces  Behind  the  Figures 

"How  Hard  II  Is  .  .  ." 

Just  mention  the  word  "taxes"  to 
a  Texas  oilman  these  days  and  the 
sound  of  moaning  will  echo  across 
the  wide  open  spaces  all  the  way  to 
Washington,  D.C.  Congress  has 
been  plugging  up  some  of  oil's  most 
cherished  loopholes,  and  the  indus- 
try is  hurt. 

"I  don't  think  the  public  realizes 
how  risky  a  business  this  is.  How 
hard  it  is,"  complains  William  P. 
Barnes,  50-year-old  president  of 
Dallas-based  General  American  Oil 
Co.  of  Texas.  "People  say  we've  had 
a  tax  shelter  all  these  years.  But  to 
get  people  to  take  risks  you  have 
to  offer  a  good  reward." 

No  question  about  it:  GAO  has 
been  handsomely  rewarded  for  its 
risk-taking.  From  1960  to  1969 
GAO's  earnings  leaped  nearly  800% 
from  $2.2  million  to  $18.9  million 
on  a  modest  sales  increase  of  just 
75%  from  $28  million  to  $49  million. 
And  its  balance  sheet  is  the  very 
model  of  fiscal  conservatism:  Not 
one  penny  of  long-term  debt  and 
cash  on  hand  of  $11  million  vs. 
current  liabilities  of  $10.6  million. 

How  can  GAO,  which  gets  most 
of  its  crude  from  East  Texas  and 
Louisiana,  compete  profitably  with 
much  larger  and  lower  cost  foreign 
producers?  The  reason,  of  course,  is 
a  friendly  Congress  that  has  grant- 
ed the  industry  innumerable  tax 
breaks  in  the  belief  that  a  flourish- 


H/s  Own  Thing 

"I  feel  like  I'm  deserting  the  ship," 
says  Reginald  N.  Whitman,  who 
resigned  in  July  as  Federal  Rail- 
road Administrator  to  head  up  St. 
Louis'  Missouri-Kansas-Texas  Rail- 
road Co.  "But  my  decision  was 
made  before  the  Penn  Central  thing 
came  to  a  head,  and  at  60,  I'm  not 
going  to  have  too  many  opportuni- 
ties to  really  handle  a  railroad  and 
try  to  do  tilings  1  think  should 
be  done." 

In  debarking  for  the  Katy,  Whit- 
man is  not  exactly  heading  for  dry 
land.  A  wholly  owned  subsidiary  of 
Katy  Industries,  which  American 
Gage  now  controls,  the  Kal  v  lias 
ranked  for  years  as  one  of  the  in- 
dustry's most  conspicuous  problem 
railroads.  Attracted  by  the  Katy's 
leverage  and  its  mounting  tax  losses 
($35  million),  a  series  of  outsiders, 
Madison  Fund,  National  Industries, 


Barnes  of  General  American  Oil 

ing  domestic  oil  industry  was  vital 
to  national  security. 

Most  important  to  GAO  was  a 
device,  called  production  payments, 
that  was  pioneered  by  GAO  co- 
founder  Algur  H.  Meadows  back  in 
the  mid-Thirties.  It  was  simplicity 
itself.  GAO  paid  for  drilling  prop- 
erties mostly  out  of  oil  revenues 
generated  by  those  properties.  No 
oil,  no  production  payments.  For 
25%  down,  GAO  could  acquire 
land;  if  the  land  yielded  no  oil, 
GAO  had  no  further  liability.  More- 
over, the  production  payment  due 
was  not  carried  on  the  books  as  a 
liability  but  was  shielded  from  taxa- 
tion. In  time,  the  device  became  a 
heavily  criticized  tax  shelter. 

Under  rising  pressure  from  critics 


of  tax  advantages  like  these,  Con- 
gress has  grown  less  friendly  of 
late.  In  the  past  year,  depletion  al- 
lowances have  been  cut  from  27.5% 
to  2285;  the  7%  investment  tax  credit 
has  been  abolished;  a  minimum  tax 
liability  has  been  established;  and 
Worst  of  all,  production  payments 
are  now  taxable.  "Having  to  pay 
taxes  on  production  payments 
means  we  can't  pay  as  much  for 
properties,"  says  Barnes.  "It  makes 
it  much  more  difficult  for  us  to  pur- 
chase properties." 

In  the  wings  is  yet  another 
threat:  Oil  industry  critics  are  trying 
to  have  tariffs  substituted  for  quotas 
on  imported  oil.  Until  the  recent 
increases  in  tanker  rates  and  royal- 
ties, low-cost  Mideast  oil  could  sup- 
port a  high  tariff  and  still  undersell 
domestic  oil.  Domestic  producers 
like  GAO  fear  that  oil  imports 
might  double  if  such  a  change  went 
through.  And  that  domestic  pro- 
ducers would  suffer  accordingly. 

As  Barnes  sees  it,  the  oil  indus- 
try itself  is  to  blame.  "We've  done 
a  bad  job  of  selling  our  story  to  the 
public,"  he  says.  "You  see,  the  aver- 
age oil  man  considers  himself  pa- 
triotic. Actually  a  real  hero.  He 
certainly  doesn't  have  the  same 
view  of  himself  as  does  The  New 
York  Times!" 

Probably  not.  Meanwhile,  71- 
year-old  Algur  Meadows,  who  con- 
trols 33%  of  the  stock,  is  crying  all 
the  way  to  the  bank.  ■ 


Kansas  City  Southern,  among  oth- 
ers, have  moved  in  and  out  of 
the  company.  But  even  with  so  able 
an  executive  as  John  Barriger  in 
charge,  the  Katy  still  totters  on  the 
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brink.  Indeed,  Katy,  which  has  not 
earned  a  profit  since  1963,  could 
well  be  the  next  to  go. 

Like  Barriger  before  him,  Whit- 
man pins  his  long-term  hopes  for 
the  Katy  on  a  merger,  and  it's  no 
secret  that  the  Burlington  Northern, 
which  may  have  had  a  hand  in 
Whitman's  nomination  and  which 
owns  $7  million  worth  of  Katy  sub- 
ordinated debentures,  has  had  its 
eye  on  Katy  for  some  time. 

The  trouble  is,  BN  has  its  own 
problems.  Net  income  was  off  75% 
in  the  first  half  of  1970.  Then  too, 
the  Rock  Island  merger  case  is  mov- 
ing toward  settlement,  and  BN 
wants  a  free  hand  to  deal  with  it.  So 
BN  broke  off  its  talks  with  the  Katy. 

"I'm  personally  disappointed," 
says  Whitman,  who  came  to  the 
FRA  from  one  of  BN's  predecessor 
companies.  "BN  is  a  good  road,  and 
I  have  a  great  love  for  it.  But  for 
now,  we'll  go  it  alone."  ■ 
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Tried  your  wings? 


A  significant  percentage  of  airline  advertising  is  directed  to  people  who  can 
afford  to  go  places  that  are  exotic  and  remote.  However,  these  people  are  not 
prospects  if  they  are  unwilling  to  fly.  And  some  people  just  won't. 

According  to  the  1970  Simmons  Study,  over  half  of  the  adult  population  in  the 
U.S.  has  never  flown  at  all.  Even  the  statistics  for  FORBES  (certainly  one  of  the 
most— if  not  the  most  affluent  audience  measured  by  Simmons)  show  that  one 
out  of  twelve  of  our  readers  has  never  flown. 

More  surprising  is  the  fact  that  one  in  five  readers  of  The  New  Yorker  (first  maga- 
zine in  airline  ad  pages)  and  one  in  three  readers  of  Time  Magazine  (first  in  ad 
revenues),  has  never  flown. 

Here  are  the  comparative  concentrations  of  earthbound  adults  for  all  publica- 
tions measured  by  the  1970  Simmons  Study: 


% 

ADULTS  WHO  HAVE  NEVER  FLOWN 

Publication 

% 

Publication 

% 

FORBES 

8.3 

Sports  Afield 

40.1 

Fortune 

11.2 

Popular  Science 

41.3 

In-Flight  Magazines 

12.8* 

Life 

41.7 

Wall  Street  Journal 

14.9 

Hot  Rod 

42.7 

Barron's 

15.3 

Popular  Mechanics 

42.9 

Dun's  Review 

15.6* 

Field  &  Stream 

43.4 

Saturday  Review 

17.8 

Family  Circle 

43.5 

Nation's  Business 

18.9 

Look 

43.6 

Business  Management 

19.2* 

Woman's  Day 

43.6 

New  Yorker 

19.7 

Reader's  Digest 

43.7 

Business  Week 

20.5 

Parade 

43.8 

U.S.  News  &  World  Report 

22.5 

Ladies  Home  Journal 

43.9 

Car  Craft 

23.6 

Outdoor  Life 

44.6 

Harper's/Atlantic 

25.0 

Sport 

45.6 

Sports  Car  Graphic  . 

25.6* 

House  &  Garden 

45.7 

Golf  Digest 

28.5 

American  Home 

46.2 

National  Geographic 

29.3 

McCall's 

46.8 

Newsweek 

29.6 

Better  Homes  &  Gardens 

47.3 

Esquire 

30.3 

Redbook 

47.3 

Playboy 

31.0 

TV  Guide 

47.8 

National  Observer 

31.8 

Guns  &  Ammo 

48.6 

Sports  Illustrated 

32.0 

Good  Housekeeping 

49.1 

Holiday 

32.3 

Photoplay 

49.8 

Time 

33.4 

Family  Weekly 

50.2 

True 

35.0 

Modern  Screen 

51.6 

Motor  Trend 

36.0 

Ebony 

59.7 

Cosmopolitan 

36.5 

Modern  Romances 

59.9 

House  Beautiful 

36.6 

True  Story 

69.8 

Argosy 

38.8 

Mechanix  Illustrated 

39.5 

U.S.  Total 

50.9 

"Relatively  unstable. 

Source: 

1970  Simmons  Study. 

As  you  can  see,  FORBES  has  been  shown  to  have  the  smallest  percentage  of  non- 
fliers.  And  all  airlines  know  that  one's  willingness  to  fly  is  directly  proportional  to 
his  income  and  educational  levels.  Therefore,  all  competitive  air  travel  advertis- 
ing, whether,  for  services  or  destinations,  is  best  directed  to  people  who  are 
willing  to  avail  themselves  of  the  airline  facilities  being  advertised. 

It  is  no  surprise  that  the  most  air-travel-minded  people  are  the  ones  who  own 
and  run  American  business.  The  same  people  who  read  regularly.  .  . 

Forbes:  capitalist  tool 


"I  told  the  Board  that  a  1  percent 
gain  in  pension  fund  performance 
could  raise  our  earnings  by  as  much 
as  5  percent. 

"Now  I've  got  to  start  putting  the 
money  where  my  mouth  is." 


[^ 


Welcome  to  the  club. 

More  and  more  corporations  are  start- 
ing to  look  at  pension  funds  as  a  profit 
center. 

They  have  to.  Many  funds  have  grown 
so  big  that  a  performance  gain  of  one 
percent  could  cut  the  company's  contri- 
bution enough  to  raise  earnings  by  as 
much  as  5  percent. 

And  the  trend  is  up.  Inflation  keeps 
pushing  company  contributions  higher 
and  higher.  Here's  how  we  can  help  the 
company,  trustee,  or  investment  man- 
ager. 


( 


Using  computerized  techniques, 
Merrill  Lynch  can  examine  portfolios 
with  a  thoroughness  that  would  take 
hundreds  of  man-hours  by  conven- 
tional methods. 


Using  over  100  regression  analyses, 
Performance  Measurement  evaluates 
your  fund's  rate  of  return  on  a  time- 
weighted  and  dollar-weighted  basis.This 


gives  you  a  measure  of  how  much  risk 
the  manager  took-and  helps  isolate  his 
contribution  to  the  fund's  rate  of  return 
(vs.  the  effect  of  general  market  condi- 
tions). 

Decile  Range  Analysis  computes  63 
financial  ratios -first  for  each  of  2,200 
companies  and  then  for  each  stock  in 
your  portfolio.  A  detailed  comparison 
shows  which  stocks  fail  to  match  your 
objectives  and  in  what  way  they  fail. We 
emphasize  the  4  or  5  ratios  we  consider 
most  relevant  to  your  situation. 

Qwick  Qwery- often  used  after  a  Dec- 
ile Range  Analysis -scans  data  on  thou- 
sands of  stocks  to  find  the  maximum 
number  that  match  your  investment  ob- 
jectives. 

Our  portfolio  analysts  do  far  more 
than  suggest  stocks  they  think  will 
go  up.  They  work  to  achieve  all  your 

objectives. 

v-  -<* 

They  know  a  good  stock  for  one  fund 
could  be  entirely  wrong  for  another,  be- 
cause of  limitations  set  by  the  trust 
agreement. 

The  portfolio  analyst  we'd  assign  to 
your  fund  is  part  of  a  team  that  helps 
our  customers  manage  $10  billion  worth 
of  pension  funds.  Here  are  just  two  of  the 
facilities  he  could  put  to  work  for  you: 

1.  Our  multi-million-dollar  operation 
in  fundamental  analysis.  Our  Research 
Division  has  twice  as  many  Security  Ana- 
lysts as  any  other  broker.  Enough  to  fol- 
low 2,500  companies,  including  many  of 
the  smaller  ones  that  could  grow  fast. 

2.  Our  Technical  Analysis  Depart- 
ment. Merrill  Lynch  customers  trade  so 
many  shares  a  day,  our  market  analysts 


can  work  with  large  samples  and  take 
unique  approaches  to  technical  analysis 
Their  reports  help  our  portfolio  analysts 
estimate  market  liquidity  and  try  to  im- 
prove the  timing  of  your  trades. 

Many  clients  like  to  work  this  way, 
using  our  facilities  for  information  and 
brokerage,  but  making  their  own  invest- 
ment decisions.  Others  prefer  to  have 
our  subsidiary,  Lionel  D.  Edie  and  Com- 
pany, Inc.,  handle  all  or  part  of  their  ac- 
count on  a  discretionary  basis. 

/  Merrill  Lynch  is  equipped  to  help 
J  you  in  many  other  areas  of  money 
i  management. 

New  issues,  for  example.  Our  Under- 
writing Division  managed  more  publii 
offerings  last  year  than  any  other  firm. 

We  can  also  help  you  issue  commer- 
cial paper.  Or  arrange  private  financing, 
such  as  sale-and-lease-backs. 

Or  generate  cash  internally.  By  try- 
ing to  improve  the  performance  of  your 
cash  portfolio.  Or  by  designing  a  com- 
modity futures  program  to  help  control 
your  raw  material  and  inventory  costs. 

Special  note  to  small  corporations: 
Merrill  Lynch  can  help  companies  with 
10  to  100  employees  set  up  tax-sheltered 
plans  that  are  flexible  and  easy  to  run. 
Results  for  key  executives  may  be  high- 
ly rewarding. 

To  talk  about  pension  funds-or  most 
any  other  area  of  money  management 
-get  in  touch  with  Norman  M.  Tonkin, 
Manager  of  our  Corporation  Services 
Department.  Phone  (212)  248-4225  or 
944-1212.  Or  write  to  him  at  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc., 
70  Pine  Street,  New  York,  N.Y.  10005. 


Merrill  Lynch  Services  for  Management 
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The  Forbes  Index 
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1/  unemployment  c 

80     PeTloa  <"  Economic  Recession  as  defined 

75 

Composed  of  the  following: 
Production 

•  How  much  are  we  producing''  (Federal  Be- 
serje  Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering7 
(Dept  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories ) 

•  How  intensively  are  we  building7  (Dept    ot 

Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 

service  price  index 
price  index) 
Income 

•  How  much  are  woi 
Commerce  personal 
disbursements) 

•  How  many  people  ti 
Dept.  ot  Labor  initii 

MARKET  COMMENT 

By  L.  0.  Hooper 


How  Much  Recovery— And  When? 


The  standard  popular  assumption 
about  the  stock  market's  trend  be- 
tween Labor  Day  and  the  November 
elections  reads  something  like  this: 
1)  a  higher  volume  of  trading  than  in 
July  and  August.  2)  a  mild  bullish 
response  to  slightly  better  earnings 
comparisons  and  a  small  improvement 
in  business,  3)  a  rise  in  the  DJI  to 
somewhere  around  775  to  790.  Mind 
-this  is  the  standard  popular  assump- 
tion, and  not  necessarily  the  opinion  of 
this  writer. 

Most  of  us  who  write  about  the 
stcjck  market,  you  know,  are  chas- 
tened; and  we  don't  dare  to  be  as  as- 
sertive as  we  were  two  or  three  years 
ago.  We  suspect  all  opinions,  includ- 
ing our  own.  And.  I  suppose,  we  are 
impatient  with  anyone  who  thinks  he 
knows  exactly  what  the  market  is 
about  to  do.  So  what  is  said  in  this 
column  in  this  issue  is  in  low  key, 
however  assertive  it  may  sound. 

I  agree  that  volume  is  about  to  pick 
up.  The  "public,"  w  hich  covers  30  mil- 
lion investors  owning  70f?  of  all  the 
shares,  has  been  trading  in  only  3.5 
to  4  million  shares  per  session  this 
summer.  Most  of  the  activity  has  been 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


provided  by  so-called  institutions,  es- 
pecially by  new  performance  fund 
managements  wlio  must  "do  or  die"  to 
get  their  show  back  on  the  road.  Just 
normal  routine  ownership  changes  will 
provide  more  "public"  volume  than 
we  had  during  August— and  at  times 
this  tall  the  "public"  will  do  more  than 
routine  trading. 

The  extent  of  that  mild,  bullish  re- 
sponse to  slightly  better  earnings  and 
a  small  improvement  in  business  will 
depend  on  how  successfully  Washing- 
ton's political  "jawbone"  works  and  to 
what  extent  money  is  made  more 
plentiful  and  cheaper.  I  think  there 
will  be  lots  of  jawbone,  and  that  the 
White  House  wants  the  Federal  Re- 
serve to  make  money  more  plentiful 
and  cheaper.  Keep  in  mind,  however, 
that  the  Fed  is  politically  independent 
and  is  watching  continued  inflation  as 
well  as  the  elections. 

A  50-50  Bet 

The  anticipated  rise  in  the  DJI  to 
the  775  to  790  range,  in  my  opinion, 
is  no  more  than  a  50-50  bet.  Perhaps 
f here's  an  equally  probable  chance 
that  the  630  support  level  may  be 
tested.  In  any  event,  I  don't  think 
stocks  will,  or  should,  run  away  very 


far  in  either  direction.  It  seems  to  me 
that  the  best  we  can  expect  is  a  broad 
trading  range  with  selective  strength 
and  selective  weakness.  Just  now  I 
can't  see  anything  in  the  wind  that  is 
more  than  moderately  stimulative. 

Two  years  ago  or  so  such  prices  as 
8  for  Beverly  Enterprises,  12  for  Boe- 
ing, 30  for  Control  Data,  9  for  Collins 
Radio,  19  for  Fairchild  Camera,  220 
for  International  Business  Machines, 
10  for  Kentucky  Fried  Chicken,  10  for 
Ling-Temco-V ought,  17  for  Litton,  9 
for  Pan  American  World  Airways,  12 
for  TWA  and  14  for  University  Com- 
puting would  have  looked  like  bar- 
gains. Many  people  are  tempted.  Per- 
mit me  to  suggest  that  these  stocks 
now  are  not  as  much  underpriced  as 
they  were  overpriced  two  years  ago, 
and  that  some  of  them  may  not  be 
cheap  at  all. 

The  increased  tempo  in  the  col- 
lapse in  the  glamour  stocks  in  August 
may  be  traced  1 )  in  many  cases  to  the 
complete  disappearance  of  the  growth 
factor  in  most  former  wonder  compa- 
nies, 2)  to  the  sad  end  of  the  general 
speculative  boom,  3)  to  the  gradual 
discovery  of  an  epidemic  of  question- 
able accounting,  and  4)  to  portfolio 
shuffling  by  performance  mutual 
funds  switching  from  exploded  theory 
growth  stocks  to  more  conventional  is- 
sues. Glamour  company  after  glamour 
company,  often  after  assurances  to  the 
contrary,  has  been  forced  either  to  re- 
port lower  (not  higher)  interim  earn- 
ings, or  to  say  that  results  are  not  as 
good  as  previously  forecast. 

To  be  brief,  Beverly,  because  it  can't 
get  that  much  money,  has  cut  back 
its   fast   expansion   and   has   reduced 
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Do  YOU 

KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  $180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
either  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

•  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  Monday  morning  you  will  receive 
an  informative  bulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mind 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochure  which  explains  in  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  Investment  Portfolio. 


Please   send   me  free   brochure  on   Babson's 
Investment  Advisory  Service.  Dept.   F-310 


Name- 
Street- 
Clty — 


-State- 


— a        ic — 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


earnings  estimates;  Boeing  has  suf- 
fered a  sharp  drop  in  earnings;  Con- 
trol Data  apparently  is  earning  nothing 
this  year  from  computers  and  is  saved 
from  a  loss  only  by  the  non-glamour- 
ous Commercial  Credit  division;  Col- 
lins Radio  has  been  .operating  at  a 
loss;  Fairchild  Camera  apparently  is 
not  yet  earning  anything  from  semi- 
conductors; IBM's  growth  rate  has 
slowed  down  to  10%  or  less  with  earn- 
ings this  year  probably  no  more  than 
$9  a  share;  Kentucky  Fried  Chicken 
actually  earned  less  in  the  first  half 
than  a  year  ago  and  admits  that  non- 
fried  chicken  diversification  is  going 
badly;  Ling-Temco-Vought  appears  to 
have  an  especially  bad  case  of  those 
diseases  common  to  all  conglomerates; 
Litton  has  not  been  able  to  convince 
investors  that  shipbuilding  earnings 
are  entitled  to  anything  more  than  a 
very  low  multiple;  Pan  American  and 
TWA  have  been  suffering  from  what 
high  leverage  does  to  a  stock  when 
earnings  decline;  and  University  Com- 
puting has  suffered  from  a  manage- 
ment credulity  gap,  as  well  as  unex- 
pected dilution  of  the  equity  when  it 
was  impossible  to  arrange  enough  debt 
financing  on  liberal  terms. 

There's  one  industry  group,  how- 
ever, which  seems  to  be  attracting 
some  speculative  buying  because  it  is 
so  thoroughly  liquidated,  the  airlines. 
This  group  has  been  mentioned  favor- 
ably in  previous  columns.  The  air 
transport  business  is  still  growing  in 
spite  of  all  its  problems.  Much  of  its 
long-term  debt  was  contracted  at 
much  lower  interest  rates;  cash  flow 
from  depreciation  (deducted  before 
reported  net  earnings)  is  enormous; 
it  will  be  some  time  before  there  is 
another  new  generation  of  airplanes  to 
upset  the  applecart;  and  a  strong 
case  for  higher  fares  will  probably  ac- 
complish its  purpose.  That  does  not 
mean  that  prices  for  airlines  shares 
are  moving  toward  the  stratosphere, 
but  it  does  mean  they  are  more  rea- 
sonably priced  than  most  glamours. 

Sad  to  relate,  the  public  likes  to  buy 
things  that  are  going  up  better  than 
to  buy  things  that  are  going  down. 
For  many  Wall  Street  firms  which 
have  seen  commission  income  from 
stock  trading  drop  to  half  or  a  quarter 
of  the  level  of  two  years  ago,  the 
commission  business  in  commodity  fu- 
tures has  been  a  lifesaver.  Some  of  the 
big  firms,  which  do  a  huge  commodity 
business,  have  been  able  to  stay  well 
in  the  black  this  summer.  So,  stocks 
are  feeling  competition  not  only  from 
high  bond  yields  but  also  from  specu- 
lation in  commodity  futures  which  has 
been  "where  the  action  is." 

I  always  have  thought  that  inves- 
tors should  stay  away  from  the  com- 
modities  futures   market   unless   they 


really  are  willing  to  gamble.  What 
usually  happens  when  small  people 
trade  in  commodities  is  that  they  keep 
on  trading  till  they  lose  their  shirts. 

For  a  long  time,  the  shares  of  debt- 
less  companies  were  avoided  by  peo-' 
pie  interested  in  investing  in  stocks.  If 
there's  no  debt,  there  is  little  leverage; 
and,  we  were  told,  if  there  was  no 
debt  the  management  was  not  anxious 
enough  to  make  money  by  branching 
•out  into  the  deep.  The  whole  con- 
glomerate movement  was  based  on 
debt,  and  that  is  one  of  the  many  rea- 
sons it  came  to  grief. 

Now  we  see  some  investors  turning 
to  the  relatively  few  "debtless"  com- 
panies. Among  them  are  Campbell 
Soup,  Maytag,  Timken  Co.  and  Johns- 
Manville.  Unfortunately,  not  many  so- 
called  growth  companies  are  debt-free. 

Watch  the  Forest  Products  Group 

It  may  be  timely  to  begin  to  watch 
for  opportunities  in  the  forest  products 
companies.  Earnings  from  both  paper 
and  lumber  have  been  slipping  more 
than  most  people  had  expected,  and 
each  new  earnings  report  seems  to 
cause  stocks  like  Boise  Cascade,  Inter- 
national Paper  and  even  Georgia-Pa- 
cific to  decline.  If  we  are  to  have  a 
real  business  revival,  much  of  it  will 
have  to  be  based  on  building— and  a 
building  boom  means  better  earnings 
from  lumber,  plywood  and  other 
things  that  come  from  the  forests. 

Probably  there's  no  hurry  about 
buying  forest  products  shares,  but  I 
think  this  is  an  industry  classification 
with  which  you  can  be  comfortable 
while  you  wait.  On  the  basis  of  the 
record,  Georgia-Pacific  (47)  would 
seem  to  be  one  of  the  best  to  own; 
but  it  has  not  sold  off  as  far  as  some 
others.  I  like  U.S.  Plywood-Champion 
(26)  partly  because  it  has  felt  this 
drop  in  forest  products  prices  more 
than  most  of  the  rest.  Weyerhaeuser 
(47)  and  Crown  Zellcrbach  (29)  are 
two  of  the  quality  issues.  If  one  is 
looking  for  huge  natural  resources  and 
a  management  determined  to  increase 
earning  power,  International  Paper 
(34)  has  a  high  appeal.  Both  Union 
Pacific  Corp.  (34)  and  Canadian  Pa- 
cific (55)  have  large  timber  reserves. 

If  you  are  looking  for  what  the  pub- 
lic profanely  calls  "tips,"  that  is  some- 
thing you  are  not  likely  to  find  in  any 
considerable  volume  under  present 
conditions.  The  negatives  in  most 
stocks  are  much  easier  to  find  than  the 
positives;  and  all  of  us  who  write 
about  securities  have  been  chastened 
by  our  mistakes  and  inaccuracies. 
Brokers,  analysts  and  investors  have 
not  yet  got  their  nerve  back.  A  little 
better  market,  for  good  reason,  or  for 
no  reason  at  all,  would  do  wonders  for 
Wall  Street  morale.   ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Deflating  the  P/E 


For  a  great  many  years  it  has  been 
axiomatic  that  the  common  stock  in- 
vestor should  confine  his  selections  to 
industries  or  individual  companies  that 
have  clearly  defined  growth  charac- 
teristics, preferably  above-average 
growth.  Such  policy  became  even 
more  important,  if  not  mandatory, 
when  inflation  began  to  accelerate  and 
became  a  significant  factor  to  be  con- 
sidered. The  investor  learned  that 
there  is  no  other  way  to  overcome  the 
continued  shrinkage  of  the  dollar's 
buying  power  except  by  investing  in 
media  that  can  appreciate  in  value— 
whether  it  be  stocks  or  real  estate,  ob- 
jects of  art  or   rare   postage   stamps. 

As  this  concept  gained  general  ac- 
ceptance, investors  willingly  paid  pre- 
mium prices  for  growth  stocks.  To 
take  an  obvious  example:  Since  Flori- 
da is  growing  much  faster  than  the 
New  England  area,  Florida  Power  & 
Light  has  for  years  been  selling  at 
much  higher  prices  than  Boston  Edi- 
son despite  the  fact  that  Boston  Edi- 
son carries  a  higher  quality  rating  and 
offers  just  about  twice  the  dividend 
yield.  Similarly,  many  investors  have 
poured  their  money  into  the  fast- 
growing  computer  and  office  equip- 
ment industries  and  have  avoided  the 
stagnating  steels  like  the  plague. 

If  just  about  everyone  thinks  alike, 
having  the  same  preferences  and  prej- 
udices, it  is  inevitable  that  exaggera- 
tions will  result.  The  unanswerable 
question  is:  how  much  of  a  premium 
can  one  aflord  to  pay  for  growth  with- 
out incurring  risks  that  are  so  great  as 
to  nullify  the  benefits  of  growth?  Many 
learned  books  and  articles  have  been 
written  on  this  subject,  usually  sup- 
ported by  elaborate  mathematical  for- 
mulae, curves,  etc.  However,  I  have 
yet  to  find  a  satisfactory  answer  which 
takes  into  account  all  the  variables 
and  contingencies. 

Senseless  P/Es 

IBM  was  one  of  the  very  few  stocks 
to  reach  a  new  all-time  high  price 
(387)  as  late  as  January  of  this  year. 
At  that  time  the  capitalization  of  IBM 
was  valued  in  the  market  at  an  un- 
believable $44  billion,  about  50%  more 
than  AT&T  was  then  worth.  IBM  had 
earned   $8.21   in    1969   and   was   ex- 
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pected  to  earn  perhaps  $9  or  so  in 
1970,  so  that  at  its  peak  the  stock  was 
selling  at  47  times  1969  earnings  and 
43  times  1970  estimated  earnings. 
Conceding  IBM's  exalted  investment 
rating,  the  high  quality  of  its  earnings 
and  the  realistic  prospect  of  continu- 
ing growth  at  a  well  above-average 
rate,  what  earnings  multiple  would  be 
appropriate,  keeping  in  mind  that 
high-grade  bonds  are  now  yielding  as 
much  as  9%? 

In  recent  months  investors  have 
come  to  realize  that  under  present 
conditions  such  ultra-high  P/Es  make 
no  sense,  mathematically  or  economi- 
cally, even  if  one  allows  for  an  annual 
growth  rate  of,  say,  15%.  Recently 
the  price  of  IBM  broke  the  220  level, 
chipping  off  nearly  $15  billion  from 
the  stock's  market  value  and  bringing 
the  P/E  down  to  about  25  times  this 
year's  estimated  earnings.  This  was 
still  not  exactly  a  bargain,  but  it  was 
much  more  justifiable. 

A  similar  deflation  of  P/Es  has  oc- 
curred in  many  other  favored  blue 
chips.  At  their  mid-August  lows  East- 
man Kodak  sold  at  a  multiple  of  22 
times  probable  1970  earnings,  Merck 
at  23  times,  Warner-Lambert  21  times 
and  Disney  24  times.  So  long  as  pro- 
fessional investors  as  well  as  individ- 
uals retain  their  predilection  for  the 
combination  of  quality  and  growth, 
stock*;  of  this  caliber  will  continue  to 
command  premium  prices  and  never 
become  really  cheap— unless,  of  course, 
the  entire  stock  market  goes  into  a 
serious  tailspin,  which  is  possible  but 
not  probable. 

There  are,  however,  a  number  of 
very  fine  stocks  whose  earnings  mul- 
tiples seem  somewhat  rich  and  which 
could,  therefore,  still  be  vulnerable. 
International  Flavors  and  Avon  Prod- 
ucts have  P/Es  of  35,  Xerox  28, 
American  Hospital  Supply  30,  etc. 

While  I  have  no  doubt  that  the 
stocks  mentioned  above  will  almost 
certainly  recover  much  of  their  recent 
losses,  the  comeback  trail  will  be  more 
arduous  for  less  seasoned  growth 
stocks  whose  future  has  become  a  lit- 
tle clouded.  Few  companies  have  had 
a  more  meteoric  rise  than  Kentucky 
Fried  Chicken.  Last  year  it  sold  as 
high  as  55/2,  or  44  times  1969  earn- 
ings. Now  the  incredible  has  hap- 
pened: the  company  suffered  a  modest 


profits  decline  in  the  June  quarter. 
That's  an  unpardonable  sin.  The  stock 
plunged  to  10,  less  than  eight  times 
actual  earnings  for  the  past  12  months. 
While  the  stock  will  recover  if  profits 
hold  up,  it  is  highly  unlikely  that  it 
will  regain  its  former  high  evaluation 
for  a  long  time  to  come.  The  same 
applies  to  such  past  market  favorites 
as  University  Computing  (down  from 
187  to  13/i!)  and  many  other  stocks 
of  this  kind,  particularly  where  ac- 
counting practices  may  have  been  a 
little  too  liberal. 

The  Buy  of  the  Decade 

It  is  supposed  to  be  traditional  that 
investors  take  a  fresh  look  at  the  fu- 
ture when  they  return  from  their  sum- 
mer vacations  and  then  make  up  their 
minds  about  the  stock  market.  What 
will  they  see  this  year? 

Business  activity  apparently  has 
stopped  deteriorating,  but  no  dramatic 
upturn  is  in  sight.  Credit  remains  tight 
and  expensive,  but  obtainable;  no 
"crunch"  likely.  Profits  are  still  being 
squeezed  as  labor  and  other  costs  con- 
tinue to  rise,  but  belt-tightening  is 
beginning  to  show  results,  and  com- 
parisons with  the  corresponding  1969 
periods  will  be  less  unfavorable  than 
in  the  first  half.  The  rate  of  inflation 
appears  to  be  slowing  down.  A  major 
auto  strike  could  come  within  a  fort- 
night, although  the  U.A.W.  knows 
that  the  industry  would  rather  fight 
than  yield  to  unreasonable  demands. 
The  Administration  is  concerned.  The 
Federal  Reserve  is  concerned.  Wall 
Street  is  gloomy. 

How  will  the  investor  react  to  such 
prospects?  He  should  observe  that  the 
Dow  Jones  industrial  stock  average  is 
no  higher  today  than  it  was  in  1961, 
long  before  inflation  became  worri- 
some. He  will  also  note  that  many  of 
the  bluest  blue  chips  have  come  down 
to  earth  (or  at  least  fairly  close  to  it). 
He  can  hardly  fail  to  realize  that  the 
stock  market  abounds  in  sound  values, 
if  not  outright  bargains. 

This  could  be  the  great  buying  op- 
portunity of  the  Seventies.  The  most 
recent  downward  adjustment  in  the 
earnings  multiples  of  the  prime-quality 
growth  stocks  has  corrected  the  last 
exaggerations  of  the  past  bull  market. 
Rarely  has  the  risk  I  reward  ratio  in 
just  about  every  segment  of  the  mar- 
ket been  more  favorable  and  the  gen- 
eral attitude  toward  stocks  been  more 
negative  than  now.  Just  as  the  alarm 
clock  did  not  ring  when  prices  were 
at  their  peak,  we  won't  know  for  sure 
whether  stocks  may  not  become  even 
better  buys  in  the  weeks  or  months 
ahead,  but  I  am  becoming  increasingly 
confident  that  the  purchase  of  almost 
any  meritorious  stock  will  show  a  prof- 
it before  the  year  has  ended.  ■ 
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MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
at   10.5%    net   and    higher. 

mexletter 

INVESTMENT  COUNSEL-HAMBURGO  165 
MEXICO  6,  D.F.    TEL.  511-4306 


CONSECUTIVE 
QUARTERLY  DIVIDEND 


The  Board  of  Directors  on  July  22, 
1970  declared  a  quarterly  dividend 
of  3  7V2  cents  per  share  payable 
September  1,  1970  to  shareholders  of 
record  August  14,  1970. 

HIRAM  S.  LIGGETT,  Jr. 
Treasurer 


OWN  A  PROFITABLE 
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DELUXE  CAMPGROUND 


Become  a  successful 
international  system 
grounds.  Cash  in  on 
tion  business.  Over 
camping!  Modest  inv 
flow  and  strong  earn 
advertising.  Proven 
sites  still  available 
obligation,  write:  Ka 
P.  O.  Box  1138-F,  Bi 


member  of  KOA,  the  largest 
of  deluxe,  family  camp- 
the  booming  leisure/re.  <ea- 
50  million  Americans  are 
estment  brings  instant  cash- 
ing*. National  publicity  and 
operating  methods.  Choice 
For  free  information  at  no 
mpgrounds  of  America,  Inc., 
Mings,  Montana  59103. 


WALL  STREET  VIEW 

By  Charles  Rolo 


m 


A  Legal  Narcotic? 


"CATV  is  an  idea  whose  time  has 
come.  All  the  armies  of  the  world 
couldn't  stop  it."— Representative  Lio- 
nel Van  Deerlin  (Dem.,  Calif.) 

Last  May  the  21-year-old  Cable 
Television  Industry,  which  has  had  a 
troubled  adolescence,  received  a  lib- 
erating coming-of-age  present  from  its 
hitherto  restrictive  guardian,  the  Fed- 
eral Communications  Commission.  By 
a  4-3  vote,  the  FCC  backed  tentative 
proposals  that  would  remove  the  major 
barriers  from  expansion  of  CATV 
within  the   100  largest  TV  markets. 

If  the  proposals  are  upheld,  the 
U.S.  could  become  a  country  wired 
for  cable— offering  12-20  channels  now, 
60  or  more  later— within  a  decade. 
The  astounding  range  of  services 
which  CATV  could  eventually  provide 
represents  a  revolution  in  communi- 
cations, with  far-reaching  cultural  im- 
plications. Irving  Kahn,  the  ebullient 
president  of  TelePrompTer,  was  hard- 
ly exaggerating  when  he  said,  in  a 
few  ill-chosen  words,  that  CATV  has 
the  potentialities  of  "a  legal  narcotic." 

Currently,  Cable  Television  has  4.5 
million  subscribers,  whose  annual  fees 
amount  to  some  $300  million.  An  im- 
portant part  of  the  industry's  revenue 
growth  will  come  from  sources  which 
he  in  the  future:  advertising  (current- 
ly negligible)  and  fees  for  various  ser- 
vices and  special  programs.  The  con- 
sensus is  that  industry  revenues  should 
grow  at  an  annually  compounded  rate 
of  about  20%.  Thus,  including  cable 
and  equipment  sales,  CATV  could  be 
a  billion-dollar  industiy  by  1975. 

So  what  are  we  waiting  for?  Why 
don't  we  stuff  our  portfolios  with 
CATV  stocks  and  sit  back  with  the 
assurance  of  an  eventual  bonanza? 
The  answer  is  that,  from  an  investor's 
standpoint,  CATV  presents  a  frustrat- 
ing paradox.  While  its  physical  growth 
is  virtually  certain,  its  earnings  "visibil- 
ity" is  smog-bound,  and  the  choice  of 
investment  vehicles  is  limited  to  com- 
panies which,  with  one  exception,  are 
small  and  unseasoned.  (Most  of  the 
operators   went   public   in    1968-69.) 

There  are,  of  course,  a  number  of 
major  companies  with  a  stake  in 
CATV.  Among  them  are  Time  Inc., 
Times  Mirror,  Gulf  &  Western,  Gen- 
eral    Instrument     and     Kaufman     & 
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Broad.  But  (except  in  the  case  of 
General  Instrument)  CATV  is  a  minor 
sideline.  Therefore  the  "play"  in  cable 
television  is  in  the  smaller  operators 
and  equipment  producers.  For  reasons 
of  space,  I'll  confine  myself  to  the  op- 
erators. But  first  let  me  encapsulate 
some  of  the  problems  confronting  the 
industry. 

•  The  FCC  proposals  will  be  fiercely 
opposed  by  the  broadcasting  industry 
and  other  vested  interests.  In  the  long, 
hard  fight  which  lies  ahead,  CATV' 
may  have  to  make  compromises. 

•  CATV's  freedom  to  grow  will  not 
be  granted  gratis.  Under  the  FCC  pro- 
posals, the  operators  would  have  to 
pay  5%  of  gross  revenues  to  the  Corp. 
for  Public  Broadcasting  (educational 
TV)  and  fees  to  copyright  owners  of 
rebroadcast  material. 

•  Earnings  "visibility"  is  smog-bound 
because  this  capital-intensive  industiy 
will  need  sizable  sums  for  expansion. 
Not  only  is  it  difficult  for  small  com- 
panies to  raise  capital  today,  but 
when  they  succeed  the  price  is  high 
and  may  involve  equity  dilution. 

In  areas  of  average  housing  density, 
it  takes  a  new  CATV  system  at  least 
two  years  after  construction  starts  to 
achieve  the  breakeven  point  on  the 
initial  investment.  A  rapidly  expand- 
ing operator,  with  growing  capital  re- 
quirements, may  find  it  tough  to  con- 
vince prospective  lenders  that  he'll  be 
able  to  repay  his  debt  on  schedule. 
Alfred  Stern,  president  of  Television 
Communications,  believes  one  answer 
to  the  problem  lies  in  the  course 
TC  has  taken:  some  diversification 
(acquisitions  made  for  stock)  into 
areas  which  provide  stable  earnings. 

The  Yardstick:  Cash  Flow 

There's  no  really  satisfactory  way 
of  evaluating  CATV  stocks.  Reported 
earnings  can  be  misleading,  since  rapid 
growth  (which  brings  with  it  rising 
depreciation)  may  penalize  earnings. 
Cash  flow  is  a  more  meaningful  yard- 
stick, and  subscriber  growth  potential 
within  the  existing  franchises  is  a  ma- 
jor consideration. 

Where  does  all  this  leave  the  in- 
vestor—this combination  of  extraordi- 
nary promise  and  rather  complex 
problems?  My  belief  is  that  CATV  is 
a  highly  intriguing  long-term  specula- 
tion. The  stock  had  a  spectacular  rise, 
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but  subsequently  sank  again.  For  the 
most  part  they  are  now  at  the  low  end 
(  their  price  range.  In  my  opinion, 
a  good  way  to  invest  in  CATY  at  this 
time  is  to  put  the  available  funds  into 
,a  package.  Three  candidates  might 
be  TelePrompTer,  Cox  Cable  and 
Television  Communications. 

Assuming  consummation  of  its  merg- 
er with  H&B  .American  (now  awaiting 
final  SEC  approval),  TelePrompTer 
will  be  the  big  boy  of  the  industry. 
The  merged  companies  will  have  some 
-420,000  subscribers  and  a  total  poten- 
tial of  2  million  homes  in  their  present 
franchise  areas.  TP  is  17%-owned  (be- 
fore merger)  by  Hughes  Aircraft, 
which  is  joining  in  the  development 
of  cable  systems  in  New  York  City 
and  Los  Angeles. 

First-half  earnings  were  up  sharply, 
and  for  the  full  year  per-share  net 
might  be  in  the  area  of  $1.60,  witli 
cash  flow  approximating  S3  a  share. 
At  the  recent  price  of  54,  the  stock  is 
unquestionably  richly  valued.  (Thir- 
teen times  cash  flow  is  considered  by 
some  a  "reasonable"  valuation  for 
CATY  stocks.)  What's  more,  the  merg- 
er with  H&B  American  will  some- 
what dilute  TP's  earnings.  But  Tele- 
PrompTer has  an  impressive  record  of 
sustained  profit  growth,  aggressive 
management  and  a  dominant  position 
in  the  industry.  If  CATY  fulfills  its 
promise,  the  chances  are  that  TP  will 
;imply  reward  patient  investors. 

Runners  Up 

Cox  Cable  Communications  (56%- 
ovvned  by  Cox  Broadcasting)  is  second 
largest  of  the  operators  ( 180,000  sub- 
scribers). The  company  has  operated 
in  the  black  since  1964  and  its  growth 
potential  looks  good,  (lash  flow  in 
1969  was  $2.8  million  on  revenues  of 
$9.4  million,  and  operating  earnings 
rose  20%  to  29  cents  per  share.  Rev- 
enues and  earnings  were  up  moderate- 
ly in  the  first  half  of  1970.  At  the  re- 
cent price  of  12X  bid,  the  stock  is 
selling  at  roughly  14  times  this  year's 
estimated  cash  flow  per  share. 

Television  Communications  Corp. 
(75,000  subscribers)  is  building  a  ma- 
jor system  in  Akron,  Ohio  which  has 
raised  its  subscriber  potential  in  fran- 
chised  communities  to  300,000.  The 
company  is  developing  a  special  "pay" 
program  service,  and  it  has  acquired 
a  company  with  respectable  earnings 
in  the  music  business.  Various  setbacks 
pulled  per-share  net  down  to  5  cents 
(from  23  cents)  in  the  fiscal  year 
ended  July  31;  and  for  some  years  the 
ambitious  expansion  program  could 
prevent  growth  from  being  accurately 
reflected  in  reported  earnings.  At  6 
bid-8  to  9  times  fiscal  1970  cash  flow 
—the  stock  appears  to  have  considera- 
ble long-term  speculative  potential.   ■ 


V 

Do  you  really  know 
the  company  you  keep- 
er buy, or  sell? 

Is  your  hard-earned  capital  efficiently  invested  in  its  stock,  or 
do  other  issues  represent  better  values  for  you  in  terms  of  your 
own  personal  investment  goals? 

Do  you  know  how  the  company  earns  its  money,  how  much  it 
earns,  and  at  what  rate? 


Can  you  quickly  find  out,  without  obligat- 
ing yourself  to  anyone,  the  trend  and 
amount  of  the  company's  sales,  operat- 
ing margins,  book  value,  earnings,  divi- 
dends, dividend  pay-out  ratios,  and  price- 
earnings  ratios  for  each  of  the  past  15 
years? 

...the  company's  annual  growth  rates 
for  sales,  cash  earnings  and  net  income 
per  share  over  various  time  periods. 
. .  .or  what  the  cash  earnings  per  share 
may  average  for  the  period  3  to  5  years 
from  now? 

. . .  the  company's  debt  and  prior  divi- 
dend obligations? 

...whether  company  insiders  have  been 
buying  or  selling  on  balance?  ...  and 
what  mutual  funds  have  been  doing  in 
the  stock? 

Can  you  objectively  appraise  how  the 
stock  is  likely  to  perform  in  the  market 
(1)  during  the  next  12  months  ...  (2) 
three  to  five  years  from  now ...  (3)  be- 
yona  five  years  from  now? 
These  are  some  of  the  many  questions 
investors  ask  in  order  to  make  intelligent 
decisions. 

If  you  have  the  answers  to  these  ques- 
tions regarding  1400  widely  held  com- 
mon stocks,  or  if  they  are  readily  acces- 
sible to  you  in  your  own  home  or  office, 
you  probably  are  already  a  subscriber  to 
The  Value  Line  Investment  Survey. 
If  you  want  to  have  answers  that  inform 
and  fortify  your  judgment  and  keep  you 
continuously  informed  on  your  invest- 
ments after  you  have  made  them  as  well 
as  before  you  select  them,  you  may  be 
ready  for  the  systematic  investment 
guidance— the  research,  analyses,  disci- 
plined evaluations,  and  recommenda- 
tions provided  every  week  by  Value  Line. 

SEE  FOR  YOURSELF-AND  SEE  WHY 

We  invite  you  to  discover  The  Value  Line 
Investment  Survey  for  yourself  under  our 


30-day  money-back  guarantee:  If  you 
are  dissatisfied  with  Value  Line  for  any 
reason,  return  the  material  within  30 
days  for  a  full  and  prompt  refund. 
The  coupon  below  will  bring  you  every 
week,  for  the  term  you  check,  full-page 
repoits  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry 
groups... plus  the  24-page  Weekly  Sum- 
mary of  Advices  &  Index,  giving  you  Value 
Line's  latest  determinations  of  what  rel- 
ative price  changes  you  can  reasonably 
expect— and  when— for  each  of  the  1400 
stocks  under  weekly  evaluation  by  Value 
Line's  70  research  specialists... plus  the 
8-page  editorial  section,  Selection  & 
Opinion,  which  includes  Value  Line's  Rec- 
ommended Stock  of  the  week  or  Special 
Situation  of  the  month  and  its  analysis 
of  the  business  and  stock  market  out- 
look. In  addition,  you  will  receive  Value 
Line's  monthly  Special  Report  on  Officer- 
Director  Transactions  and  the  quarterly 
Special  Report  on  Investment  Company 
Transactions. 

BONUS  •  With  the  annual  or  3-month 
trial  subscription,  Value  Line  will  ship  to 
you  immediately  its  2-volume  Investors 
Reference  Library,  which  will  give  you 
the  latest  reports  on  all  1400  stocks  that 
have  been  published  prior  to  your  sub- 
scription. During  the  subscription  period 
all  1400  full-page  reports  will  be  revised 
and  updated  systematically  every  13 
weeks. 

With  Value  Line  in  your  office  or  library, 
you  will  be  able  to  find  objective  and 
current  appraisals  of  the  stocks  you  buy 
. .  .or  sell . .  .or  keep. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who  have 
had  such  a  4-week  subscription  within  the 
past  six  months. 


□    ONE  YEAR-$167 
(52  EDITIONS) 


□    3-MONTH  TRIAL-$44 
(13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus  — the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  □  Bill  me 


□ 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 
Send   me  a  4-week  intro- 
ductory subscription  to  the 
full  service  for  $5. 1  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Signature 

Name  (please  print) 

Address 

AA16-65 

City 

State 

Zip 

(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC.,  5  East  44th  Street  •  New  York,  N.Y.  10017 

(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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LIKE 
OWNING 
A  MINT! 


Bernardi  Brothers 
automatic  coin-operated 

Turirush  CAR  WASH 

COINS  MONEY  FOR  AGGRESSIVE  INVESTORS! 

Soaps  /  scrubs  /  rinses  /  waxes  any  car  in 
1  mm  30  sees  !  Finest  equipment  on  the 
market  today — all  pre  plumbed,  prewired 
and  factory  assembled!  Factory  financing  or 
leasing  available!  NO  FRANCHISE  FEE! 
YOU.  TOO,  CAN  COIN  MONEY  WITH 
BERNARDI  BROTHERS'  TURBO-BRUSH! 

bernardi  brothers  inc. 

(a  subsidiary  of  Lionel  Corporation) 
1 1 7  South  38th  Stieel.  Hamsburg,  Pa    17111  /  717  564  73011 


Elk,  deer,  bear  and  mountain  lions  range 
on  168,000  acres  in  the  sun-drenched 
Colorado  Rockies.  One  of  the  greatest  pop- 
ulation densities  of  trophy  elk  and  deer 
anywhere.  This  is  private  land  unchanged 
by  time  and  unmatched  for  big  game  hunt- 
ing. Fantastic  hunter/success  ratio.  Guided 
hunts  —  $500  and  up  plus  lodging.  Write 
for  full  color  brochure. 

FORBES  TEUNCHERA  RANCH 

P.O.  Box  149,  Fort  Garland,  Colorado  81133 


A.  T.  8  T.  WARRANTS 

Don't  ignore  their  high  leverage  potential!  Full 
Report   by   Editor   Sidney   Fried   on   A  T  &T 
common    and    A.T.  &T.    Warrants,    plus    fuli 
statistical  description  of  250  Warrants  current- 
ly   trading    and    an   eye-opening    outline    of   a 
method   by   which   you   can   profit   from    those 
hundreds   of   Warrants.    Also— write-ups    on   2 
attractive    Warrants   you   should    know    about 
All   for  $3   from  one  of  the  largest  and  most 
experienced    services    covering    the     xSTJ^ 
Warrants    field    for    more    than    18      (QlA 
years.    For    your    copy    of    this    il-    \Vsf|»V 
luminating  "package",  with  all  the      *■"■»' 
above,  send  $3  today  to  Warrants,  Dept.  F-807 
R.H.M.    Associates,    220    Fifth    Avenue,   New 
York.  N.Y.   10001. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


ABRAHAM&CO. 

Members  New  York  Stock  Exchange 

and  other  leading  Exchanges 

l?0  Broadway.  New  York,  N.  Y.  10005 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Bank  Stock  Potentials 


I  think  it  was  during  the  British  elec- 
tions in  1964  that  former  Prime  Minis- 
ter Harold  Wilson  was  accused  by  a 
heckler,  when  giving  a  speech,  of 
merely  repeating  what  he  had  said  the 
previous  night  at  another  place.  With- 
out hesitation,  Mr.  Wilson  replied, 
"There  are  certain  things  which  should 
be  repeated." 

I,  too,  believe  that  there  are  certain 
things  which  bear  repeating,  especial- 
ly when  they  can  have  a  revolutionary 
effect  not  only  on  the  economy  but  on 
the  political  future  of  the  world.  I  am 
referring  once  again  to  the  impact  that 
an  enlarged  Common  Market  can  have 
on  all  our  lives.  Should  Great  Britain, 
with  the  other  three  applicants,  gain 
membership,  and  the  remaining  mem- 
bers of  the  European  Free  Trade  Area 
receive  some  sort  of  associate  mem- 
bership, the  population  of  the  Com- 
mon Market  would  be  increased  by  ap- 
proximately 50%. 

During  the  first  four  years  of  the 
Community,  commerce  among  its 
members  increased  at  a  dramatic  rate. 
Productivity  within  the  Community  in- 
creased at  a  faster  rate  than  in  other 
European  countries  or  in  the  U.S.  I 
think  that  with  the  new  members  simi- 
lar dramatic  statistics  will  be  made. 

Prime  Beneficiary 

The  most  obvious  companies  within 
the  Common  Market  to  benefit  are  the 
German  banks.  As  has  been  frequently 
stated  in  this  column,  German  banks 
act  as  stockbrokers,  investment  banks 
and  issue  houses,  as  well  as  conduct- 
ing normal  banking  functions.  Many  of 
them  have  very  substantial  portfolios 
in  leading  German  industrial  shares. 
That  an  increase  in  commerce  has  to 
be  followed— or  rather  accompanied— 
by  an  increase  in  banking  activity  is 
axiomatic.  Consequently  these  banks 
will  benefit  not  only  from  a  possible 
improvement  in  German  security 
prices,  but  also  from  increased  trade. 
Perhaps  partly  in  recognition  of  this 
fact,  German  bank  stocks  have  been 
well  supported  the  last  few  weeks. 

The  three  great  German  banks  are 
Deutsche  Hank,  Dresdncr  Bank  and 
Commerzbank.  While  the  stock  of  all 
three  is  theoretically  available  in  the 
form  of  American  Depositary  Receipts 
(ADRs),  the  market  in  New  York  is 
somewhat   restricted,   and   rarely  can 


one  buy  any  in  the  U.S.  without  incur- 
ring the  interest  equalization  tax. 

The  Deutsche  Bank  is  the  largest  of 
the  three,  with  over  $7  billion  in  de- 
posits and  1,000  branches  throughout 
Germany.  It  was  recently  quoted  in 
New  York  at  around  $82  bid.  It  is 
probably  the  major  investment  banker 
in  Germany.  Dresdner  Bank  is  the  sec- 
ond largest  and  seems  to  be  more  in- 
volved in  the  investment  banking  field, 
but  it  also  transacts  every  type  of 
banking  business.  It  was  recently 
quoted  at  around  $67  per  share.  The 
smallest  of  the  German  Big  Three, 
though  by  no  means  small,  is  Com- 
merzbank. It  has  nearly  700  offices, 
and,  while  it  has  a  substantial  interest 
in  the  investment  banking  business, 
the  forte  of  this  organization  is  in 
short-term  credit  and  other  branch 
banking  activities.  Its  recent  quotation 
was  about  $61  per  share. 

Anyone  who  wishes  to  study  the  po- 
tentials which  may  be  present  in  the 
German  banks  will  find  that,  while  in- 
formation is  available,  it  is  by  no 
means  all  that  may  be  desired  in  order 
to  draw  sound  conclusions.  The  infor- 
mation available  on  some  of  the  other 
European  banks  is  even  scantier,  and 
their  stocks  are  for  all  practical  pur- 
poses not  available  in  the  New  York 
market.  For  example,  some  of  the 
leading  Belgian  banks,  of  which  So- 
ciete  Generale  is  the  largest,  undoubt- 
edly have  a  sound  future  and  could 
be  bought,  if  available,  without  a  pre- 
mium. However,  this  is  a  somewhat  in- 
tuitive statement,  based  on  general 
principles  rather  than  on  strict  statis- 
tical data.  Much  the  same  thing  could 
be  said  of  the  Italian  banks  and  the  one 
or  two  French  banks  which  have  es- 
caped nationalization.  Information  on 
the  Dutch  banks  may  be  more  reatlilv 
available,  but  their  stock  is  not. 

In  countries  where  the  participants 
in  a  branch  banking  system  are  also 
heavily  engaged  in  the  investment 
banking  field,  an  investment  giving 
one  a  participation  in  the  entire  eco- 
nomic potential  of  the  country  can 
usually  be  obtained  by  a  holding  of 
these  banks  stocks.  Naturally,  stocks 
in  individual  industrial  companies  can 
frequently  be  found  with  much  greater 
potential,  but  few  can  give  the  diversi- 
fied interests  available  in  stocks  of  the 
leading  banks.  ■ 
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The  Funds 


Bache  Rolls  Its  Own 


Why  sell  someone  else's  mutual 
fund  when  you  can  sell  your  own? 
That  was  what  Bache  &  Co.  Presi- 
dent Harry  A.  Jacobs  must  have 
asked  himself  last  year  as  he  looked 
over  Bache's  red-ink  earnings  re- 
ports. So  last  month  Bache,  the 
second-largest  New  York  Stock 
Exchange  brokerage  house,  an- 
nounced it  was  forming  its  own  mu- 
tual fund  called  Bayroek  Fund. 

Bayrock  Fund  is  a  symbol  of  the 
times.  A  few  years  ago  salesmen  at 
a  big  retail  house  like  Bache  tended 
to  keep  their  mutual  fund  prospec- 
tuses tucked  in  the  bottom  drawer. 
They  were  interested  in  selling 
stocks,  in  turnover,  in  generating 
commissions,  not  just  one  deal. 
Fund  shareholders,  after  all,  tend 
to  buy  and  hold  on,  generating  only 
a  single  commission. 

But  these  days  main  stockhold- 
ers don't  trade.  Not  much  anyhow. 
Or  if  they  do,  they  trade  right  out 
of  the  market  into  bonds.  So  Bache 


and  other  firms  have  turned  increas- 
ingly to  selling  mutual  funds.  As- 
suming that  Bache  had  mutual  fund 
sales  last  year  of  $100  million  (it 
had  more  but  Jacobs  won't  say  how 
much)  that  would  have  meant  com- 
missions of  S8.5  million.  That  would 
have  been  a  big  help  to  a  firm  that 
had  pretax  operating  losses  of  $8.7 
million  in  1969.  In  addition  to  the 
load  fee  that  Bache  will  still  charge, 
it  will  collect  an  advisory  fee  of 
one-half  of  1%  of  assets  as  well  as 
whatever  it  can  pick  up  on  com- 
missions for  executing  the  fund's 
trades.  That  could  mean  added 
millions  of  dollars  for  Bache. 

There  are  risks,  however.  By- 
starting  a  fund,  Bache  &  Co.  is  put- 
ting its  reputation  on  the  line.  Oth- 
er name  Wall  Street  houses,  such 
as  Lehman  Brothers  and  Shearson 
Hammill,  have  started  funds  and 
gotten  a  black  eye  for  it.  Concedes 
Jacobs:  "If  the  fund  has  a  lousy  rec- 
ord we'll  be  hurting  Bache." 

For  all  the  risk,  chances  are  that 
other  Wall  Street  firms  will  even- 
tuallv  start  their  own  load  funds. 


Jacobs  of  Bache  &  Co. 


Just  last  year  Merrill  Lynch,  Pierce, 
Fenner  &  Smith  began  selling  mu- 
tual fund  shares  and  shortly  after 
acquired  Lionel  D.  Edie  &  Co.,  an 
investment  counselor  that  sells  two 
no-load  funds.  While  Merrill  Lynch 
says  it  does  not  have  any  current 
plans  to  start  its  own  load  fund, 
it  doesn't  reject  the  possibility  that 
it  might  someday. 

When  things  are  rough,  you  take 
your  opportunities  wherever  you 
can  find  them. 


What  Goes  Up  Should  Also  Come  Down 


Dlring  the  late  departed  bull  mar- 
ket, it  occurred  to  some  bright,  ea- 
ger mutual  fund  managers  that 
they  were  being  underpaid.  They 
were  generating  skyrocket  perfor- 
mance for  their  shareholders  but 
they  were  being  paid  the  same  old 
flat  management  fee,  usually  one- 
half  of  1%  of  their  fund's  total  net 
assets.  Why,  they  argued,  shouldn't 
they  be  paid  more  for  outperform- 
ing, say,  the  Dow  Jones  industrial 
average  or  the  S&P's  500? 

So  it  is  that  over  50  mutual  fund 
management  outfits  are  now  paid 
fees  on  the  basis  of  their  perfor- 
mance. Some  of  the  performance 
fee  schedules  are  very  modest,  pro- 
viding for  maximum  payments  of 
well  under  1%  of  total  net  assets. 
The  managers  of  First  Multifund 
of  America  can  earn  no  more  than 
a  total  of  one-half  of  1%.  Even 
Shareholders  Management  Co., 
which  manages  Enterprise  Fund, 
charges  a  maximum  of  only  two- 
tenths  of  1%  above  its  base  fee  of 
six-tenths   of   1%  for  performance. 

Others,  however,  go  right  through 
the  roof.  Managers  of  The  Medici 
Fund,  for  example,  can  charge  up 
to  5.5%  on  the  basis  of  performance. 


Those  at  Pennsylvania  Mutual  Fund 
can  charge  up  to  3%.  A  handful 
like  hedge  funds  can  operate  with 
no  ceiling  at  all. 

However,  a  few  fund  industry 
consciences  were  bothered  by  this 
one-way  street  to  the  shareholders' 
pocketbooks.  "After  all,  if  you're  go- 
ing to  stick  your  hand  in  the  till 
when  the  fund  does  well,  you 
should  also  be  penalized  if  you 
don't  do  well,"  reasons  John  Neff, 
portfolio  manager  of  Philadelphia's 
Windsor  Fund.  It  strikes  sharehold- 
ers and  mutual  fund  critics  as  pat- 
ently unfair  that  an  outfit  like 
Mates  Management  Co.  should 
receive  the  relatively  high  base  fee 
of  three-fourths  of  1%  even  though 
the  Mates  Investment  Fund's  net  as- 
set value  has  dropped  by  over  75% 
since  late  1968. 

So  Windsor,  along  with  a  dozen 
or  so  other  funds  including  Hart- 
well  &  Campbell,  Ivest  Fund  and 
O'Neil  Fund,  has  established  pen- 
alty fees  that  apply  when  their 
managers  fail  to  outperform  speci- 
fied market  averages.  In  Windsor's 
case,  its  0.425%  base  fee  is  reduced 
to  0.35%  if  its  net  asset  value  falls 
by  more  than  two  percentage  points 


lower  than  the  S&P's  500  over  12 
months.  Ivest  Fund's  fee  falls  (or 
rises)  proportionately  with  its  own 
investment  performance. 

Funds  like  O'Neil  and  Hartwell 
&  Campbell  were  started  early 
enough,  in  1966  and  early  1967, 
to  allow  their  managers  to  enjoy 
some  of  the  upside  benefits  of  per- 
formance fees  before  the  market 
crash  began  late  in  1968  and 
brought  penalty  provisions  into 
play. 

Inevitably,  as  the  market  has 
worsened  in  1970,  some  of  the  man- 
agers who  graciously  established 
performance  and  penalty  fees  have 
begun  trying  to  wriggle  out  of  their 
deals.  Henry  Neuwirth's  Neuwirth 
Fund  has  a  performance  schedule 
that  runs  from  a  base  of  one-half 
of  1%  on  up.  But  since  his  fund's 
net  asset  value  has  plummeted  29% 
during  the  past  year  he's  stuck  with 
the  minimum  base  rate.  So  Neu- 
wirth recently  informed  his  share- 
holders that  he  no  longer  believes 
in  performance  fees  and  for  1970 
will  charge  them  a  flat  1%  fee  plus 
all  expenses.  That's  well  above  the 
one-half  of  1%  average  fee  includ- 
ing expenses  that  existed  before  the 
performance  fee  idea  originated. 
And  the  effect  for  Neuwirth  will  be 
to  substantially  increase  his  total  fee 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an 
offer  to  buy  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


A  NEW  ISSUE 


750,000  Units 


AUGUST  4,  1970 


M&T  MORTGAGE  INVESTORS 

(A  Real  Estate  Investment  Trust) 

750,000  SHARES  OF  BENEFICIAL  INTEREST  (PAR  VALUE  *1  PER  SHARE) 

WITH  WARRANTS  TO  PURCHASE 

1,500,000  SHARES  OF  BENEFICIAL  INTEREST 


Price  $11.00  per  unit 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the  undersigned 
(who  are  among  the  underwriters  named  in  the  Prospectus)  as  may 
legally  offer  these  securities  under  applicable  state  securities  laws. 

This  announcement  is  neither  an  offer  to  sell  nor  solicitation  of  an 
offer  to  buy  these  securities.  No  offering  is  made  except  by  a  Prospectus 
filed  with  the  Department  of  Law  of  the  State  of  New  York  and  the 
Bureau  of  Securities,  Department  of  Law  and  Public  Safety  of  the 
State  of  New  Jersey.  Neither  the  Attorney  General  of  the  State  of  New 
York  nor  the  Bureau  of  Securities  of  the  State  of  New  Jersey  has 
passed  on,  or  endorsed  the  merits  of  this  offering. 
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Rauscher  Pierce 

Securities  Corp. 

Saunders,  Stiver  &  Co. 


The  Funds 


Do  you  know 

any  young  man 

who  plans  to  be  important 

in  business 

who  does  not  read 

FORBES  Magazine? 

Forbes:  capitalist  tool 


for  1970.  And  what  if  the  Neuwirth 
shareholders  object?  Well,  techni- 
cally they  can  vote  out  Neuwirth 
and  hire  a  new  manager.  In  reality, 
their  recourse  is  to  sell  out. 

Glearly,  performance  fees  can  be 
a  fair  and  reasonable  arrangement 
for  all  concerned.  The  main  danger, 
of  course,  is  that  they  can  lead  to 
investment  excesses  on  the  part  of 
fund  managers  anxious  to  manufac- 
ture impressive  performance  rates- 
investing  in  letter  stock,  untested 
new  issues  and  parking  situations 
to  take  advantage  of  inside  infor- 
mation on  pending  mergers.  But  to 
make  performance  fees  viable  for  all 
it  is  equally  clear  that  they  must 
penalize  managers  for  losses  as  well 
as  reward  them  for  gains.  Other- 
wise they  are  a  blatant  farce. 

Sic  Transit  Tsai 

Remember  Gerry  Tsai,  first  of  the 
gunslingers?  Four  of  the  funds 
managed  by  his  Tsai  Management 
and  Research  Corp.  (CNA  Finan- 
cial-controlled) showed  big  de- 
clines in  the  current  bear  market: 
Manhattan,  Liberty,  Fundex  and 
TMR  Appreciation  Fund.  That's  to 
be  expected.  But  Tsai  also  has  a 
record  of  sorts  with  his  fifth,  Hemi- 
sphere Fund.  Forbes  estimates 
that  $100  invested  in  capital  shares 
in  Hemisphere  18  months  ago 
would  be  worth  $2.91  today. 

Hemisphere,  started  in  1967— 
what  timing!— is  a  dual-purpose 
fund.  As  Tsai  explained:  "Income 
shareholders,  who  contributed  50% 
of  the  fund's  original  capital  [of 
$32.1  million]  receive  all  the  net 
income  of  the  company,  while  the 
capital  [share]  holders  receive  all 
the  capital  gains."  So  capital  stock- 
holders get  all  of  the  profits;  they 
also  get  all  of  the  losses.  Another 
fund  manager,  discussing  Hemi- 
sphere, says,  "They  speculated  and 
lost— then  tried  to  recoup  by  more 
speculation  and  lost  again." 

A  glance  at  Hemisphere's  port- 
folio lends  support  to  that  view. 
Last  year  it  had  volatile  issues  like 
Mattel  and  Career  Academy.  In 
the  first  quarter,  these  were  mostly 
dumped,  and  Hemisphere  started 
adding  blue  chips  plus  some  more 
speculative  issues  like  Itek,  Saxon 
Industries  and  Inspiration  Copper. 
These  went  down,  too,  in  the  spring 
crash.  Sic  transit  gloria.  ■ 


58 


FORBES,   SEPTEMBER   1,    1970 


READERS  SAY 


i  Continued  from  page  10) 
/ 
couple  of  years  ago.  word  was  received 
that  the  manufacturer's  nameplate  was 
stolen  off  the  plane  in  Paris  on  that 
eventful  night  in  May  1927.  The  plate  is 
believed  in  the  hands  of  a  "collector." 
That  is  all  that  is  known.  I  would  there- 
fore like  to  hear  from  anyone  knowing 
of  the  location  of  this  plate. 

One  person  remains  to  be  contacted: 
Laura  Ingalls,  well-known  aviatrix  of  the 
Thirties.  Laura  did  much  air  racing  and 
Hew  precision  aerobatics  in  a  Ryan  ST 
(NC-18901  I.  It  is  her  interest  with  re- 
gard to  the  Ryan  airplane  and  her  con- 
tribution to  aviation  progress  that  I  am 
most  interested  in  writing  an  account  of. 
Persons  contributing  will  be  given  clue 
credit  in  the  manuscript.  Any  material 
loaned  will  be  returned  promptly. 

—Everett  Cass  \<.\i  rj  s 

1210  Avon  Blvd.. 

Cheshire,  Conn. 

Half  from  Houghton  Mifflin 

Sir:  In  your  piece  on  James  Parton 
(July  1 ),  new  president  of  Encyclopaedia 
Britannica  Educational  Publications,  von 
reported  him  as  investing  $5  million  in 
the  American  Heritage  Dictionary  of  the 
English  Language.  Actual])  Mr.  Parton's 
company,  American  Heritage  Publishing, 
invested  one  half  of  this  amount.  The 
other  $2.5  million  was  invested  by 
Houghton  Mifflin  Co..  co-publishers  "t 
the  dictionary. 

—John  L.  Rikiioi  i 

Director  of  Marketing, 

Houghton  Mifflin  Co. 

Boston.  Mass 

In  Defense  of  Patino 

Sir:  I  advise  you  of  the  deep  dis- 
agreement of  myself  and  of  my  close 
colleagues,  responsible  tor  the  effective 
management  of  the  Patino  Croup,  with 
the  statements  in  the  article  pertaining 
to  the  professional  and  private  con- 
duct of  the  late  Simon  I.  Patino  and 
his  successors  (  Forbes,  Aug.  I ) . 

— E.R.E.  Carter 

President, 

Patino  Mining  Corp. 

Toronto,  Canada 

Too  Short 

Sir:  Referring  to  "Do  It  Now"  (Fact 
i?  Comment,  Aug.  1 ),  why  would  you 
make  such  a  suggestion?  Is  it  because 
Life  is  Too  Short,  or  is  it  that  you  may 
be  on  to  something?  I  suspect  it  is  the 
latter.  The  enjoy-it-while-you-can  philos- 
ophy is  held  by  those  who  see  a  depres- 
sion coming.  Personally,  I  am  sure  of  it. 
Your  comments  indicate  you  do  too. 

—Jack  B.  Backer 
Los  Angeles,  Calif. 

Nope— it's  because  Life  is  Too 
S/iort-MSF. 

(Continued  on  page  60) 
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$25,000,000 

^^:    RAMADA  INNS,  INC. 

8%  Convertible  Subordinated  Debentures 
Due  August  1,  1995 

Convertible  into  Common  Stock  at  any  time  prior  to 
maturity  at  5/5.75  per  share. 


Price  100% 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  front  only  such  of  the  undersigned 
as  may  legally  offer  these  Securities  in  compliance  with  the  securities  laws  of  such  State. 
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.  A  NO-LOAD  Mutual  Fund 

■  ROWE  PRICE 
: NEW  ERA 
FUNDinc 

• 

•  Objective:  Capital  Appreciation.  The 

•  Fund  will  seek  capital  growth  in  any 

•  industry  but  it  believes  opportunities 

•  are  especially  promising  in  companies 
a  engaged   in:   Real   Estate   •    Natural 

Resources  Development  •  Scientific 

•  and     Technological     Research     and 

•  Development  •  Consumer  Services 
• 

•  NO  SALES  CHARGE 

•  Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 

Name 


Address. 


•* 

•    City. 


.State. 


Zip  Code- 


•   •••••••    •• 


T.  ROWE  PRICE 
GROWTH  STOCK 
FUND,  IMC. 

I.  J'J'jO 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I  T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Dept.  B 
Baltimore,  Md.  21201 

I  -—' 
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WHAT  DO  YOU  KNOW 

ABOUT 

HEART  ATTACK? 


Do  you  know  - 


•  that  heart  attack,  the  Nation's  #1  health  enemy,  causes 
almost  600,000  deaths  at  all  ages  annually? 

•  that  most  patients  who  recover  from  heart  attack  return 
to  their  jobs? 

•  that  you  can  reduce  your  risk  of  heart  attack  by  con- 
trolling high  blood  pressure  and  by  following  a  few 
simple  rules  in  your  eating  and  living  habits? 

You  can  learn  more  about  heart  attack  and  other  heart  and 
blood  vessel  diseases  in  interesting  booklets  prepared  by 
medical  experts.  They  are  free,  an  educational  service  made 
possible  by  your  Heart  Fund.  Simply  visit,  write  or  call  your 
local  Heart  Association  office. 


wl  V t...so  more  will  live 

HEART  FUND 


READERS  SAY 


(Continued  from  page  59) 

A  Few  Words  from  the  Class  of  '25 

Sir:  You  and  I  don't  seem  to  think  the 
same  about  Princeton  as  we  now  see  it. 
(Fact^i?  Comment,  July  1 ). 

—Walter  A.  Rentschler  '25 
Hamilton,  Ohio 


Sir:    ...    I 
Princeton. 


like    your    references    to 

—Herbert  W.  Osgood  '25 
Youngstown,  Ohio 


Asp  not  Wasp? 

Sir:  Your  quote  from  John  Leggett  on 
a  Wasp  {Aug.  /.  p.  12)  is  patently  re- 
dundant. The  correct  term  is  Asp,  not 
Wasp.  I  know  of  no  Anglo-Saxon  protes- 
tants  who  are  not  whites. 

—Joe  Marchbin 
St.  Louis,  Mo. 

Diligent  and  Thorough 

Sir:  I  read  with  interest  your  editorial 
concerning  George  Shultz  (July  15). 
How  well  I  remember  those  Friday  night 
Scout  meetings  and  long  walks  home!  I 
also  remember  on  fall  Saturday  mornings 
playing  a  rough  game  oi  football.  And 
George  Shultz  was  very  diligent  and 
thorough  at  that  moment,  too.  I  have  just 
mailed  your  comments  to  another  old 
Englewood,  N.J.  boy,  Jim  Erwin,  Republi- 
can candidate  for  governor  in  Maine. 

—Ned  Barron 
Farmington,  Me. 

Lost  of  the  Real  Milk  Shakes? 

Sir:  If  you  are  ever  near  Kalamazoo, 
Mich.,  stop  in  our  store,  which  my  hus- 
band has  run  for  40  years  and  his  father 
before  him.  and  have  a  "good  milk 
shake"  made  with  "scoops  of  real  ice 
cream  with  real  milk  and  real  syrup" 
(Fad  b  Comment,  Aug.  I).  And  while 
you  sit  at  the  marble  fountain,  a  1910 
Coca-Cola  beauty  will  smile  down  at  you. 
-Mrs.  M  vi  rice  E.  Dixwell 
Kalamazoo,  Mich. 

Sir:  ...  Isaly's  Dairy".  Butler,  Pa.  and 
Pons    Dairy    &    Restaurant    in    Clarion, 

Pa 

— D.W.  Strickler 
Erie.  Pa. 


Siu: 
Dallas. 


O'Rielly's  Ice  Cream  Shop, 

—WAY.  Ni  w  von  lis. 

Vice  President 

O'Rielly's  Ice  Cream 

Dallas.  Tex. 


One  Man's  Opinion 

Sir:  Fact  &  Comment  could  be  re- 
duced 501  to  1001  and  Forbes  might 
impro\  e  its  worth. 

—Cordon  F.P.  Wright 
Mobile.  Ala. 
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Trends 

&  Tangents 

(Continued  from  page  8) 

Better  Mousetrap 

Noise  is  being  used  by  a  New 
York  company.  Ultrasonic  Interna- 
tional, to  build  a  better  mousetrap. 
Its  Rodex  device  (price:  $150) 
emits  high-frequency  sound  waves 
over  a  6,000-foot  area.  The  waves 
are  inaudible  to  humans  but  will 
disturb  mice  and  rats  enough  to 
drive  them  out  of  supermarkets, 
warehouses  and  other  buildings. 
One  unsolved  problem:  what  to  do 
with  the  pests  after  they  leave  the 
building.  Says  the  company  loftily, 
Rodex  was  designed  "as  a  deter- 
rent, not  a  killer." 

Nothing  Left  To  Switch 

When  the  stock  market  tumbles, 
banks  and  savings  &  loan  associa- 
tions are  often  amony  the  prime 
beneficiaries.  Nervous  investors  pull 
their  money  out  of  the  market  and 
put  it  into  savings  accounts  until 
prices  start  to  recover.  This  year, 
however,  with  the  market  slump 
turning  into  a  crash  and  the  econ- 
omy in  recession,  the  public  has 
very  little  money  left  to  sock  away. 
Or  they  are  putting  what  they  have 
into  bonds  and  other  high-yield  in- 
vestments. Thus  the  nation's  300 
largest  commercial  hanks,  which 
enjoyed  an  11.6^  gain  in  savings 
deposits  during  1969,  have  had  to 
settle  for  a  3.1%  gain  during  the  12 
months  ended  this  past  June  30. 
Deposit  growth  at  mutual  savings 
banks  and  S&Ls  likewise  has  de- 
clined bv  almost  half  to  around  the 
3%  level.' 

Fa$t  Wash 

The  Oslx>rn  Building  in  down- 
town St.  Paul.  Minn,  now  possesses 
the  world's  first  fully  automated 
window  washing  system,  called 
"Steeplejac."  Produced  by  Min- 
neapolis-based Alpana  Aluminum 
Products,  it  descends  from  the  roof 
along  tracks  set  within  the  build- 
ing's mullions  and  can  scrub  and 
wipe  dry  the  building's  2.000  win- 
dows in  four  days— a  job  that  man- 
ually would  take  two  weeks  to  do. 
Steeplejac  will  be  able  to  demon- 
strate its  full  potential  in  solving 
problems  of  cost  and  safety  late 
next  year.  It  will  be  installed  in  the 
world's  tallest  building,  the  twin- 
towered  World  Trade  Center,  now 
under  construction  in  New  York.   ■ 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


A  man  is  a  worker.  If  he  is  not  that 
he  is  nothing.  -Joseph  Conrad 


No  race  can  prosper  till  it  learns 
that  there  is  as  much  dignity  in  tilling 
the  field,  as  in  writing  a  poem. 

—Booker  T.  Washington 


Without  labor  nothing  prospers. 

—Sophocles 


No  one  is  free  who  commands  not 
himself.  -Epictetus 


We  praise  a  man  who  is  angry  on 
the  right  grounds,  against  the  right 
persons,  in  the  right  manner,  at  the 
right  moment,  and  for  the  right  length 
of   time.  —Aristotle 


Passions  unguided  are  for  the  most 
part  mere  madness.  —Thomas  Hobbes 


Keep  cool;  anger  is  not  argument. 
—Daniel  Webster 


He  only  employs  his  passion  who 
can  make  no  use  of  his  reason. 

—Cicero 


B.  C.  FORBES 

The  man  who  is  bigger  than 
his  job  keeps  cool.  Confident 
that  he  is  equal  to  any  emer- 
gency, he  does  not  lose  his  head. 
He  refuses  to  become  rattled,  to 
fly  of}  in  a  temper,  to  stamp  and 
holler  and  swear.  The  man  icho 
would  control  others  must  be 
able  to  control  himself. 


An  uncontrolled  sense  of  humor  is 
often  costly  in  business. 

—William  Feather 


When  angry,  count  four,  when  very 
angry,   swear.  —Mark  Twain 


Nature,  which  gave  us  two  eyes  to 
see  and  two  ears  to  hear,  has  given  us 
but  one  tongue  to  speak. 

—Jonathan  Swift 


Keep   your   mouth   shut   and   your 
eyes  open.  —Samuel  Palmer 


The  constancy  of  sages  is  nothing 
but  the  art  of  locking  up  their  agita- 
tion in  their  hearts. 

—La  Rochefoucauld 


Speak  fitly,  or  be  silent  wisely. 

—George  Herbert 


The   greatest   troublemaker  is   one 
who  talks  too  much. 

—Dale  W.  McMillen 


Silence  makes  no  mistakes. 

— Fhench  Proverb 


1  hold  it  to  be  a  proof  of  great 
prudence  for  men  to  abstain  from 
threats  and  insulting  words  toward 
anyone,  for  neithei  diminishes  the 
strength  of  the  enem\ 

— Niccolo  Mac  :hiavelli 


Keep  cool  and  you  command  < 
body.        —Louis  Le»\  hi   Saint-Just 


The  plainest  sign  of  wisdom  is  con- 
tinual cheerfulness;  her  state  is  like 
that  of  things  in  the  regions  above  the 
moon,  always  clear  and  serene. 

—Michel  de  Montaicne 


Reason  and  judgment  are  the  quali- 
ties of  a  leader.  —Tacitus 


He  who  curbs  his  wrath  merits  for- 
giveness for  his  sins. 

—Hebrew  Proverb 


It  pays  to  keep  your  temper  intact. 
—Arnold  Glasow 


When  one  is  in  a  good  sound  rage, 

it  is  astonishing  how  calm  one  can  be. 

—Edward  Bulwer-Lytton 


Epithets  are  not  arguments.  Abuse 
does  not  persuade. 

—Robert  G.  Ingersoll 


Every  stroke  our  fury  strikes  is  sure 
to  hit  ourselves  at  last. 

—William  Penn 


I  can  stand  brute  force,  but  brute 
reason  is  quite  unbearable.  It  is  hitting 
below  the  intellect. 

—Oscar  Wilde 


A  Text . . . 


Sent  in  bj  H.W.  Sphar,  Pitts 
burgh,  Pa  What's  your  favorite 
text?  The  I'orbes  Srrupbook  of 
Thoughts  on  (he  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


He  that  is  slow  to  anger  is  better  than 
the  mighty;  and  he  that  ruleth  his 
.s))irit  than  he  tliat  taketh  a  city. 

-Proverbs  16:32 
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Will  the  Ladies 
Buy  it? 


0T0*6      V0  3WV9Nn 

an  grid  awvoNnana 
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The  convenience 
foods  people. 


Justone  branch  of  our  growing  family. 

We  used  to  be  tobacco  people.  And 
only  tobacco  people.  But  that  was  before 
we  diversified. 

We're  still  first  in  tobacco,  of  course. 
But  now  we're  in  other  things,  too. 

Convenience  foods  and  beverages. 
Corn  refining.  Aluminum  products.  Pack- 
aging. And  containerized  shipping. 

With  food  interests  like  Chun  King 
Oriental-style  and  Patio  Mexican-style  pre- 
pared dinners.  My-T-Fine  Pudding.  Col- 
lege Inn.  Vermont  Maid  and  Brer  Rabbit 
syrups.  Hawaiian  Punch.  And  other  well- 


known  brands. 

We  really  like  being  in  the  foods  busi- 
ness. That's  one  reason  why  we  built  a 
multi-million  dollar  Development  Center 
to  work  out  ideas  for  new  products  and  im- 
proved packaging. 

But  that's  what  happens  when  you  di- 
versify. One  thing  always  leads  to  another. 
And  you  keep  growing.  And  growing. 
And  growing. 

Every  man  to  his  ^^  I  Fp^ 
own  taste  in  food,  but  ^c-J  ^1 
growth  is  one  dish  eve ry-        T\ttJ  Rl 

body  likes.  RJReynolds Industries, Inc. 


In  Illinois, 

you've  got  location,  labor, 

transportation, 

schools, 

good  government 


The  advantages  you  gain  by  locating  your  plant  in 
Illinois  today  go  far  beyond  the  obvious  efficiencies 
and  economics  you'd  expect  from  a  mid- 
America  location.  In  the  new  Illinois,  you 
have  a  growing  labor  pool  of  skilled 
and  professional  workers — over 
4,325,800  million  at  last  count.  You 
have  complete  transportation  facili-  ,f  ~ 
ties,  including  an  international  airport 
and  seaport,  the  largest  rail  center  in 
America  and  a  new  statewide  super  #■, 
highway  system  which  is  presently  under 
construction.  You  also  have  an  excellent 
educational  system  in  which  the  State's  per 


capita  contribution  is  now  among  the  highest  in  the 
country.  You  have  a  state  with  464  golf  courses. 
A  state  which  has  undertaken  a  major  pro- 
gram to  expand  and  develop  its  public 
recreation  facilities.  You  have  a  state 
which  has  realized  its  responsibilities 
in  the  20th  century  and  has  taken 
the  necessary  steps  to  capitalize  on 
them.  This  helps  explain  why  25,000 
companies  produce  goods  in  Illinois 
today.  Would  you  like  to  become  num- 
ber 25,001?  Write  for  our  free  get- 
acquainted  kit.  lust  ask  your  secretary 
to  fill  out  the  coupon. 


and  some  of  the 
prettiest  little  birdie  holes 

in  America. 


THE  NEW  ILLINOIS 

We  accommodate 


I  would  like  to  know  more  about  the  New  Illinois.  Please  mail 
your  free  get-acquainted  kit  to  the  following  address: 


Name  of  Site 
Selection  Officer, 


-Title- 


Company. 
Address 


City_ 


-State 


Zip_ 


Mail  coupon  to:  Ray  Dickerson,  Director,  Illinois  Dept.  of 
Business  &  Economic  Development,  222  S.  College  St., 
Springfield,  Illinois  62706 

ID- 
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Pennies  aren't  peanuts. 


We've  come  up  with  several  ways  to 
help  you  get  out  from  under  the 
growing  cost  of  copying. 

The  AMCD  Copy-Duplicator 
makes  copies  at  the  rate  of  5,400  per 
hour,  or  90  per  minute.  On  ordinary 
paper.  Simply  by  pushing  a  button. 

For  most  applications,  this  means 
a  lower  cost-per-copy  factor  than 
you'll  find  in  any  copier-duplicator. 
In  addition,  the  AMCD  can  be 
purchased, leased  or  rented. 

The  A-M  Copy  Service  Plan  offers 
a  low,  guaranteed  annual  cost-per- 
copy.  A  figure  free  of  fluctuation 
from  economic  conditions. 


It  includes  service,  supplies  and 
all  the  machines  you'll  need. 
Without  meter  readings.  Without 
complicated  invoices. 

In  short,  all  your  copy  needs  from 
one  source.  For  one  year.  For  one, 
low  price. 

The  A-M  half-cent  Total  Copy 
System  is  the  least  expensive  way 
to  make  a  lot  of  copies. 

For  example,  if  your  company  is 
medium-sized,  you're  probably 
paying  up  to  three  cents  a  copy.  In 
most  cases,  the  Total  Copy  System 
can  reduce  costs  to  a  mere  half 
cent  a  copy. 


A  bit  of  simple  arithmetic  will 
show  how  our  half  cent  can  quickly 
grow  into  dollars. 

Have  an  A-M  systems  specialist 
make  an  audit  of  your  copying 
needs.  He'll  tell  you  how  much  you 
should  be  paying  for  copies. 
And  better  still,  how  much  you 
could  be  saving. 

Because  today,  every  penny 
counts. 

@We  cost  less. 


ADDRESSOGRAPH-MULTIGRAPH  CORPORATION 


Copier-Duplicator  Division,  Cleveland,  Ohio  44117 


FORBES,    SEPTEMBER    15,    197 


COMPANY  INDEX 


Adressograph-Multigraph     ... 87 

Albemarle   Paper  26 

Amerada    Hess  82 

American   Airlines  82 
American   Brands 

ABC  24 

American    Home    Products  54.  86 

American  Oil  26 

Argus    Research  57 

Avon    Products  86 

Bache  &  Co.  58 

Baker  Oil   Tools  85 

Bankers    Trust  83 

Barreiros  25 

Bayer.    Hoechst  60 

Beck   Inds.  37 

Bell  4  Howell  87 

Boeing  Computer  Services  14 

Boise    Cascade  26.  37 

Bristol-Myers  54 

Brown    Brothers   Harriman  37 

Burnham   4.  Co.  72 

John    F.   Casey  72 

Chrysler  25 

Coca-Cola  86 

CBS  24 

Continental    Telephone  10 

CPC    International  58 

Delta  Air   Lines  82 

Denver  4   Rio  Grande  Western  70 

Oisney    iWalt)    Productions  82 

Oivco-Wayne   Inds.  37 

E.I.  du  Pont  de  Nemours  60 

F.   I.   du   Pont  37 

Ou   Pont  de  Nemours   Int'l  60.  84 

Outal  40 

Ethyl   Corp.  26 

Eurofund    Int'l  14 

Federal   Natl'   Mortgage  82 

First   Nat'l  City   Bank  83 

First   Natl  City  Corp.  86 

Ford    Motor  10.  25.  84 

Freeport   Sulphur  40.  82 

Gallahers    Ltd.  58 

General     Electric  46.  84 

General   Motors  10.   25.  68.  83 

Georgia-Pacific  82 

Goldman.  Sachs  4  Co.  43 

Gower    Press  51 

Gramco  74 

Great   Northern    Nekoosa  26 

Gull  4   Western   Inds.  44 

Halliburton  85 
iohn  Hancock  Mutual  Life 

Insurance  37 

Harmon    Knitwear  30 

Hemisphere    Fund  70 

Hygrade   Food    Products  37 

Imperial    Chemicals    Inds.  60 

IBM  46.   82.  87 

ITT  86 

Investors   Diversified   Services  70 

Investors   Mutual  70 

Investors   Variable   Payment  70 

Johnston    Mutual    Fund  90 

KLM  82 

Kaiser   Resources  85 

Kroger  84 

Laporte    Chemical  51 

Lazard  51 

Libbey.  Owens-  Ford  83 

Litton    Inds.  86 

Madison  Square  Garden  Corp.  43 

Manhattan    Fund  70 

Manufacturers    Hanover   Trust  37 

Mates    Fund  70 

Massachusetts   Investors  Trust  70 

Merrett   Cyriax  51 
Merrill  Lynch.  Pierce.  Fenner  4 

Smith  72 

Montecatini. Edison  60 

Mitsubishi   Heavy  Inds.  25 

McCulloch    Oil  82 

McGraw-Hill  51 

McLean   Inds.  58 

NBC  24.  70 

National    Gypsum  82 

Nomura  Securities  72 

Norfolk  4   Western   Ry.  18 

Olin    Malhieson  54 

Penn  Central  70 

Penn  Central   Transportation   Corp.  44 

Pennzoil    United  40 

Philip    Morris  58 

Philips    Lamp  12 

Pillsbury  46 

Pittston  85 

Plessey  51 

Pullman  72 

Putnam   Growth   Fund  70 

Reynolds.   R.J..   Inds.  58 

Revlon  m 

Rhone-Poulenc     60 

Roosevelt    Raceway  43 

Rootes  25 

Rorer-Amchem  12 

San  Juan   Racing  Assn 43 

Schlumberger  85 

Sears.  Roebuck  10 

Simca         25 

Smith   Barney  72 

Sony  72 

Souibb  Beech. Nut  54 

A  E     Staley  58 

Standard   Brands  58 

Standard    Oil    (N.J.)    82.  84 

Superior    Oil  82 

Swindell- Dressier     72 

Tamarack  Associates  90 

Tenneco    26 

Texas   Gulf   Sulphur   40.  82 

Toshiba  72 

Transamerica    10 

Transnation    Development   43 

TWA    46 

Union    Camp    26.  82 

Union   Carbide  46 

Union   Pacific  70 


Forbes  contents 

SEPTEMBER   15,   1970,   VOLUME   106,   NUMBER  6 


FEATURES 

23      PROFESSIONAL  FOOTBALL 

The  sport,  entering  its  biggest  year,  is  also  facing  its  biggest  test. 

25  CHRYSLER 

Lynn  Townsend  did  it  before.  Can  John  Riccardo  do  it  again? 

26  GREAT  NORTHERN  NEKOOSA 

Two  companies  not  so  much  merged  as  running  in  tandem. 
26     ETHYL  CORP. 

Tetraethyl  lead  is  on  the  way  out.  The  company  doesn't  intend  to  be. 
28      FASHION 

The  world  is  changing  but  not  necessarily  the  hemlines. 
37      NEWTON   GLEKEL 

Shoes,  clothing  and  frankfurters  made  for  an  ephemeral  empire. 
40      SULPHUR 

As  far  as  the  eye  can  see,  sulphur  is  in  oversupply. 

43  ROOSEVELT   RACEWAY 

Minority  stockholders  hold  two  seasoned  corporate  fighters  at  bay. 

44  OVERSEAS   INVESTMENT 

Politics  is  holding  back  a  government-backed  insurance  company. 
46      MILITANT   PROFESSIONALS 

The  new  activism  grows  among  the  corporate  world's  scientific  elite. 
51      MONEY   MEN 

Britain's  Anthony  Merrett  sees  a  dull  but  stable  U.S.  stock  market. 
54     SQUIBB   BEECH-NUT 

Merger  is  no  cure-all,  but  management  may  be  curing  this  merger. 

57  CIGARETTE   INDUSTRY 

A  declining  business  can  produce  nothing  but  rising  earnings. 

58  CORN 

Bad  news  means  money  in  commodities  but  not  for  amateurs. 
60     DU   PONT  INTERNATIONAL 

The  company's  overseas  business  is  exporting  earnings  back  home. 
64      AN    INTERVIEW  WITH   SCIENTIST   RENE   DUBOS 

The  ecology  issue  runs  deep,  he  says,  but  business  could  benefit. 
79      DEBT-FREE  COMPANIES 

A  table  of  companies  who  never  bought  the  leverage  mystique. 
89      THE   FUNDS 

The  decline  in  asset  values  of  many  mutual  funds  can  mean  tax  shelters. 


FACES  BEHIND  THE  FIGURES 


70     Richard  Scammon 

(Politician  Watcher) 

70     John  C.  Kepefick 
(Union  Pacific) 


72     Samuel  B.  Casey  Jr. 

(Pullman  Inc.) 

72     Yoshio  Terasawa 

(Nomura  Securities  Co.) 


74     Jean  Drapeau 

(Mayor-Montreal,  Canada) 

74     Pierre  Salinger 

(Gramco) 


FINANCE 

81      Market  Comment 
L.O.  Hooper 

83     Market  Outlook 

Sidney  B.  Lurie 


84     Stock  Analysis 
Heinz  Biel 

86     Stock  Trends 

Myron  Simons 


88     Technician's  Perspective 

John  Schulz 


REGULAR  DEPARTMENTS 

7     Side  Lines  15     Readers  Say 

10     Trends  &  Tangents  17     Fact  &  Comment 


81 
96 


Forbes  Index 
Thoughts 


PHOTO  AND  ART  CREDITS:  St.  George  Tucker  Ranson,  pages  7,  34  bottom  left, 
64,  68,  90;  United  Press  International,  pages  24,  74  bottom;  Culver  Pictures, 
page  28  left;  David  Falconer-Black  Star,  page  28  right;  Pictorial  Parade,  page  30;  Jim 
Jowers-Nancy  Palmer,  page  32;  Stern-Black  Star,  page  34  top  left;  Bill  Mitchell,  page 
37;  Richard  Rosner,  page  51;  Ed  Wergeles,  page  57;  Jim  Mahan,  page  70;  Rafael 
Macia,  page  72  top;  Wide  World  Photos,  page  74  top;  Charts  by  Peter  Di  George. 


COVER  OUTFIT:  Calvin  Klein  of  Bonwit  Teller 


FORBES  is  published  twice  monthly  by  Forbes,  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Second-class  postage  paid  at  Post  Office,  New  York,  and  at  additional 
mailing  offices.  Subscription  $9.50  one  year  U.S.A.  Copyright  ©   1970  Forbes  Inc. 


RBES 


USIF  Real  Estate  74 

U.S.   Plywood. Champion  82 

Jim   Walter   82 


Warner-Lambert     54 

Watkins  Furniture  38 

Weyerhaeuser  82.  84 


Western    Electric    46 

White   Motor   26 

Williams   Brothers  85 


FORBES,   SEPTEMBER   15,    1970 


-<*sf- 


And  we  don't  mind  admitting  it's  pretty  strong! 
The  kind  of  language  that  industry  understands. 
The  kind  of  language  that  says  "opportunity" 
like  this:  80  per  cent  of  all  the  types  of  manu- 
facturing activity  classified  by  S.I.C.  (4-digit 
group)  are  represented  in  Maryland;  over  400 
science-oriented  industries  cover  nearly  all  fields 
of  research  and  employ  more  than  10  per  cent  of 
the  total  labor  force.  Of  the  500  leading  U.S. 
industrial  corporations,  181  have  manufacturing 
operations  in  our  state. 


BEGIN  WITH 


Over  38  Federal  R&D  agencies  are  located 
in  Maryland  with  12  more  in  adjacent  District  of 
Columbia.  There  are  31  four-year  colleges  and 
universities  in  Maryland  with  an  enrollment  of 
over  83,000  undergraduate  students  and  more 
than  13,000  graduate  students.  Moreover,  the 
17  colleges  and  universities  in  the  District  of 
Columbia  are  convenient  to  Marylanders. 

Actually,  when  you  get  right  down  to  it  —  our 
signs  speak  for  themselves.  And  that's  a  good 
sign  right  there! 


SO  MUCH  OF  AMERICA  DID 


Coniact-  Maryland  Department  of 
Economic  Development 

Division  FS-90  State  Office  Building,  Annapolis,  Maryland  21401 

(301)  268-3371  -  Ext.  394 
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Side  Lines 


Midiminimaxi 

Earlier  in  the  summer,  a  number  of  the  attractive 
young  ladies  in  Forbes'  editorial  department  made  a 
not-entirely  frivolous  request:  Would  we  mind  if 
they  sometimes  came  to  work  in  pants  suits  this  win- 
ter? We  said,  no,  we  didn't  mind;  it's  a  free  country. 
But  why?  Because  some  of  them  were  afraid  that 
their  miniskirts  might  be  out  of  date  by  then,  but 
they  didn't  want  to  make  major  investments  in  midi- 
skirts,  which  might  have  only  an  ephemeral  fashion 
life.  Pants,  by  contrast,  would  always  be  good. 

This  set  us  to  thinking.  There  was  more  to  this 
skirt-length  business  than  whether  the  garment  busi- 
ness would  or  wouldn't  have  a  good  season.  Wasn't  it 
all  somehow  tied  in  with  the  whole  business  of  con- 
sumer revolt,  of  an  increasing  refusal  on  the  part  of 
the  consumer  to  be  dictated  to?  We  suspected  it 
was.  The  result  was  the  cover  story  that  begins  on 
page  28,  the  work  of  a  team  headed  by  Special 
Reports  Editor  Kenneth  Schwartz.  Working  with 
Schwartz  in  New  York  were  Researcher  Nancy  Jen- 
nings and  Reporter  Walter  Hussman;  in  Los  Angeles 
Reporter  Ellen  Melton;  in  London,  Harold  Lavine. 
Forbes  Researcher  Suzanne  Fogelson  modeled  some 
fashions  for  our  photographer  in  the  high-fashion 
Henri  Bendel  store  in  New  York  (right  and  p.  34). 

Before  they  finished,  our  team  talked  with  more 
than  50  designers,  clothing  manufacturers,  retailers, 
economists  and  fashion  editors.  We  talked  with  the 
International  Ladies  Garment  Workers  Union,  to  buy- 
ers from  Scranton,  Pa.  and  to  granny-skirted  secre- 
taries in  London.  From  London,  Harold  Lavine  report- 
ed finding  a  ladies'  underwear  manufacturer  who 
solved  the  mini-midi-maxi  problem  by  designing  an 
.adjustable-length  slip.  From  Los  Angeles  Ellen  Melton 
reported  that  the  midiskirt  had  already  passed  its 
peak  in  that  city.  From  Johannesburg  a  FoRBEsman 
reported  that  although  South  Africa  was  the  home  of  the  bluest  blue 
laws  in  the  Western  world,  its  girls  wear  some  of  the  miniest  minis— 
and  seem  determined  not  to  give  them  up  for  a  new  fashion.  On  New 
York's  Seventh  Avenue  we  found  many  manufacturers— and  a  good  many 
of  the  retailers— were  very  worried  about  the  new  fashions.  And  a  bit 
miffed  at  the  fashion-makers. 

The  wife  of  one  of  our  editors  remarked  that  the  new  long  fashions 
reminded  her  of  the  getups  German  military  men  used  to  affect.  Sure 
enough,  our  art  department  found  a  picture  of  Adolph  Hitler,  clad  in 
what  might  almost  have  come  right  off  the  racks  at  Saks  Fifth:  ankle- 
brushing  great  coat,  slightly  fitted  at  the  waist;  slash  pockets;  big  but- 
tons ending  at  the  waist  (to  permit  goose-stepping);  underneath  a  pair 
of  stylishly  crumpled  leather  boots.  We  thought  of  running  the  picture 
side  by  side  with  a  shot  of  one  of  the  new  ladies'  coats,  but  decided  in 
the  end  that  Hitler  isn't  funny.  Not  even  after  25  years.  So  we  used  Erich 
Von  Stroheim  instead  (p.  28).  The  picture  isn't  as  good,  but  you'll  see 
the  parallel. 

You'll  also  end  up  wondering— as  we  did— whether  the  fashion  business 
can  prosper  by  offering  styles  that  are  "new"  without  necessarily  being 
more  attractive.   ■ 


Sue  Fogelson 


How 


II 


you 
recognize  a  frontier? 


It's  where  change  is  happening. 
Where  technology  is  being 
pushed  forward  into  new  territory. 

It's  where  Colt  is. 

And  no  wonder.  We  got  into 
the  habit  early.  Ever  since  the  days 
when  Sam  Colt's  revolver  helped 
tame  the  West,  we've  been  up  to 
our  ears  in  frontiers. 

Besides  inventing  the  revolver, 
Sam  Colt  also  helped  Eli  Whitney 
invent  the  production  systems  to 
manufacture  it  accurately  and  in 
quantity.  One  of  the  fathers  of  the 


industrial  revolution,  that  was 
our  Sam. 

Nowadays  our  frontiers  are  in 
every  industry  in  America. 

Like  our  breakthroughs  in 
metallurgy.  More  than  90%  of  all 
commercial  processing  of  titanium 
alloys  in  the  free  world  comes 
under  patents  held  by  our  Crucible 
divisions,  leading  specialists  in 
steel  and  specialty  metals. 

Like  aircraft  fuel  systems. 
More  than  half  of  all  American 
commercial  and  military  jet  aircraft 


depend  on  our  Chandler  Evans 
fuel  pumps. 

Or  diesel  generators  to  back 
up  nuclear  power  production. 

Or  weighing  systems.  Or 
machine  tools.  High  performance 
automotive  equipment. 

It's  easy  to  recognize  a  frontier, 
no  matter  what  industry  you're  ' 
involved  with.  Just  look  for  our 
name. 

Colt  Industries,  430  Park  Ave., 
New  York,  NY.  10022 

We  tame  frontiers. 


It's  where  Colt  is. 


Materials  Group 


Crucible  Alloy  Division 
Box  226 

Midland.  Pennsylvania  15059 
Special  and  standard  grade  steels  in  billets, 
blooms  and  bars/Agricultural  discs  and  shapes/ 
Vacuum  arc  remelt  products 

Crucible  Magnetics  Division 

Box  100 

Elizabethtown.  Kentucky  42701 

Magnets  for  sound  systems  and  industrial 

applications/Welding  rods/Cobalt-chromium- 

tungsten  alloys  for  valves  and  other  components 

Crucible  Speciality  Metals  Division 

Box  977 

Syracuse.  New  York  13201 

High-speed  steels/Mold  and  die  steels/Tool 

steels/Stainless  steels/High-temperature  alloys/ 

Automotive  valve  steels/Commercially  pure 

titanium/Beta  III  and  titanium-base  alloys -all 

in  bar.  rod  and  wire  form 

Crucible  Spring  Division 

1  McCandless  Avenue 

Pittsburgh.  Pennsylvania  15201 

Hot-wound  coil  springs  for  railroads  and  industry 

Crucible  Stainless  Steel  Division 

Box  226 

Midland.  Pennsylvania  15059 

Stainless  sheet  and  strip/Titanium  and  titanium 

alloy  billets,  plate,  sheet  and  strip 

Trent  Tube  Division 

East  Troy. 

Wisconsin  53120 

Stainless  steel  welded  tubing  in  continuous  coils 

up  to  3.500  feet/Stainless,  high  alloy  and 

titanium  tubing/High  alloy  and  stainless  pipe 

Crucible  Spauldmg  Operation 

Box  32 

Harrison.  New  Jersey  07029 

Cold-rolled  alloy,  carbon  and  stainless 

tempered  and  untempered  specialty  strip  steels 


Production  Equipment  Group 


Elox  Division 

1830  Stephenson  Highway 

Troy.  Michigan  48084 

Equipment  and  power  supplies  for  electrical 

discharge  machining  (EDM)  and  EDM  grinding 

Pratt  &  Whitney  Cutting  Tool  &  Gage  Division 

Charter  Oak  Boulevard 

West  Hartford.  Connecticut  06101 

Cutting  tools,  gages  and  precision  tools 


Sterling  Die  Operation 

1381 1  Enterprise  Avenue.  Cleveland,  Ohio  44135 
Thread  rolling  dies/Taps  and  gages  for  the 
fastener  industry/Form  tools  and  cams  for  the 
screw  machine  industry 

Pratt  &  Whitney  Machine  Tool  Division 

Charter  Oak  Boulevard 

West  Hartford.  Connecticut  06101 

Numerically  controlled  machining  centers,  turret 

lathes,  jig  borers  and  Kellers/Copy  turning  lathes/ 

End  turning  and  centering  machines 

Pratt  &  Whitney  Los  Angeles  Operation 
8420  S-  Atlantic  Avenue,  Cudahy,  California  90201 
Numerically  and  tracer-controlled  multiple- 
spindle  profiling  and  contour  milling  machines/ 
Vertical  milling  and  duplicating  machines 

Fairbanks  Morse  Weighing  Systems  Division 

711  E.  St.  Johnsbury  Road 

St.  Johnsbury,  Vermont  05819 

Batching,  bulk  weighing  and  motion  weighing 

systems/Factory,  railroad,  truck  and  warehouse 

scales/Bench  and  portable  scales/Drum  filling 

equipment 


Fuel  Systems  and  Controls  Group 

Chandler  Evans  Control  Systems  Division 

Charter  Oak  Boulevard 

West  Hartford.  Connecticut  06101 

Gas  turbine  fuel  controls  and  main  fuel  pumps/ 

Aircraft  and  missile  steering  controls/Precision 

valves  and  other  components  for  industry 

and  defense 

Holley  Carburetor  Division 

1 1955  E  Nme  Mile  Road.  Warren,  Michigan  48090 
Carburetion  and  ignition  systems  for  automobiles 
and  trucks/Automotive  gas  turbine  fuel  controls/ 
Manifolds,  headers,  valve  covers,  forged  rods 
and  pistons,  wheels  and  other  high-performance 
automotive  components/Spark  plugs  and  wiring/ 
Fuel,  air,  pressure  and  sensing  controls 


Power  and  Fluid  Systems  Group 

Power  Systems  Division 

701  Lawton  Avenue 

Beloit.  Wisconsin  53511 

Diesel,  gas  and  dual  fuel  engine  systems  for 

marine,  industrial  and  power  generation 

applications 

Motor  &  Generator  Operation 

701  Lawton  Avenue 

Beloit,  Wisconsin  53511 

Electric  motors,  generators  and  controls 


Engine  Accessories  Operation 
701  Lawton  Avenue 
Beloit,  Wisconsin  53511 

Clutches,  transmissions,  starters,  brakes,  ignition 
and  other  accessories  for  small  engines/Fuel 
injection  and  electronic  ignition  systems 

Gas  Turbine  Operation 
Charter  Oak  Boulevard 
West  Hartford,  Connecticut  06101 
Gas  turbines  for  power  generation,  gas 
transmission  and  other  applications/Heavy- 
duty  centrifugal  and  rotary  compressors 

Pump  Division 

3601  Kansas  Avenue 

Kansas  City.  Kansas  66110 

Pumps  for  industry,  government  and  agriculture/ 

Home  water  systems 

Quincy  Compressor  Division 

217  Maine  Street 
Quincy,  Illinois  62301 
Reciprocating  air-  and  water-cooled 
compressors/Portable  helical  screw  compressors 
and  tools  for  construction  and  mining 

Electrical  Utilities  Group 

Central  Transformer  Division 

2400  W.  Sixth  Avenue 
Pine  Bluff,  Arkansas  71606 
Pole-mounted,  pad-mounted  and  vault 
distribution  transformers/Power  transformers 

Moloney  Electric  Division 

Box  101 

St.  Louis.  Missouri  63166 

Heavy-duty  power  and  distribution  transformers 


Firearms  Group 

Colt's  Military  Arms  Division 

150  Huyshope  Avenue 

Hartford,  Connecticut  06102 

Military  rifles  and  accessories/Pyrotechnic 

devices/Weapon  and  pyrotechnic  research 

Colt's  Small  Arms  Division 

150  Huyshope  Avenue 

Hartford,  Connecticut  06102 

Hand  guns  for  police  and  security  agencies/ 

Target  and  sporting  arms 

Executive  Offices 

430  Park  Avenue 

New  York,  New  York  10022 
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Colt  Industries 


What's 

Bliss  &  Laughlin 

Industries  doing 

in  the  furniture 

business? 


Net  income 
$  millions 


3.3 


3.5 


•61     '62    '63    *64    '65    '66    '67    '68    '69 

Chair  controls;  casters  and  furniture 
hardware  have  helped  BLI  maintain  a 
fast  track  record.  Sales  increase  from 
1961  to  '69  was  216%.  Earnings  per 
share  more  than  tripled  in  the  same 
period.  Want  all  the  facts:  Write  for  our 
latest  annual  report. 


Get  the 

whole  story. 

Write  for  our 

'69  annual  report. 


BLISS 
<S 

LAUGHLIN 
industries 

3557 

126  W.  22nd  Street   .  Oak  Brook,  III.  60521 

•  Construction  tools  and  equipment  •  Land 
development  and  financial  services  •  Furniture 
and  appliance  parts  •  Cold  finished  steel   bars 
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Trends 

&  Tangents 


How  We  Live  Now 

After  lunch  on  Friday,  July  24, 
President  Philip  J.  Lucier  of  Con- 
tinental Telephone  Co.  got  into  his 
black  Cadillac  limousine,  turned  on 
the  ignition  and  was  killed  instant- 
ly by  a  bomb  explosion.  There  are 
still  no  clues,  not  even  a  hint  at 
who  might  have  a  motive  for  kill- 
ing the  49-year-old  executive. 

The  day  Lucier  was  killed,  in  a 
parking  lot  in  the  St.  Louis  suburb 
of  Clayton,  Mo.,  there  was  fear 
that  radicals  were  out  to  get  busi- 
nessmen. Says  Major  Herbert  John- 
son, chief  of  Clayton  police,  "Right 
after  the  crime,  I  got  calls  from 
five  or  six  other  men  in  the  build- 
ing with  black  Cadillacs.  They 
weren't  sure  the  bomb  wasn't 
meant  for  them.  Neither  was  I." 

But  one  month  later,  Forbes 
found,  such  fears  had  passed. 
There  is  not  even  much  comment 
on  the  matter.  And  Philip  J.  Lucier 
is  remembered  by  associates  as  a 
fine  man  and  by  others  in  those 
obituary-style  phrases  that  outline 
a  man's  life:  "Father  of  11  children, 
graduate  of  Notre  Dame.  .  .  ."  And 
co-builder  of  the  U.S.'  fourth-larg- 
est telephone  company. 

Sears'  Sedans 

just  six  months  after  starting  up 
a  mutual  fund,  restless  Sears,  Roe- 
buck &  Co.  has  moved  into  another 
new  area:  car  rentals.  For  a  starter, 
the  giant  merchandiser  will  rent 
cars  at  30  stores  in  Philadelphia, 
Miami,  Dallas-Fort  Worth,  San 
Diego  and  Columbus,  Ohio.  Sears, 
the  original  discounter,  only  says 
that  its  rates  will  be  competitive. 
Initially,  the  rental  outlets  will  be 
operated  as  a  concession  under  the 
Scars  name  by  a  Transamerica 
Coip.  subsidiary,  Budget  Rent-a- 
Car  of  America.  But  if  the  idea 
works  and  spreads  to  most  other 
Sears  stores,  don't  look  for  Sears  to 
continue  sharing  the  profits. 

The  Beginning? 

Being  a  supplier  to  the  840-bil- 
lion  carmaking  industry  can  be  a 
lucrative  business.  But  the  danger, 
as  many  parts  companies  have 
found  to  their  sorrow,  is  that  the 
car  manufacturers  buy  from  you 
until  they  can  make  it  cheaper 
themselves.  Therefore,  the  steel  in- 
dustr)  lias  more  than  a  passing  in- 
terest in  a  mini-mill  built  by  Gen- 


eral  Motors'  Oldsmobile  division  in 
Lansing,  Mich,  to  produce  steel 
bars  from  scrap.  That's  because 
cars  consume  about  20%  of  finished 
steel  products,  GM  alone  about 
10%.  If  the  Olds  mill  achieves  the 
expected  35%  to  40%  savings  over 
buying  bars  on  the  outside,  who 
knows  how  far  GM  might  go.  Per- 
haps, as  far  as  Ford  Motor  Co., 
which  has  produced  50%  of  its  own 
"steel  for  years. 

Boom  Thinking,  Bust  Economy 

Some  major  U.S.  companies  are 
strapped  for  cash  these  days  be- 
cause they  planned  on  this  year's 
earnings  to  pay  for  last  year's  ac- 
quisitions. A  study  by  Dun  &  Brad- 
street  says  half  of  the  companies 
currently  not  paying  their  bills  on 
time  were  dipping  into  working 
capital  and  piling  up  short-term 
debt  last  year  to  make  acquisitions 
and  expand  plants.  They  bet— and 
they  were  dead  wrong— that  this 
year's  cash  flow  would  be  sufficient 
to  pay  oft  their  borrowings. 

Just  Temporary? 

U.S.  exports  to  Japan  increased 

so  much  during  the  first  six  months 

of    1970    that    they    were    almost 

equal  to  imports  from  japan.  Why? 

(Continued  on  page  12) 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  O  1  year  $9.50,  □  2 
years  $15,  □  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


I      

I      New  Address: 

I 


City 


State 


Zip 
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Once  more,  with  feeling, 
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Your  sports  car  years.  You're  thinking  of  them 
again.  And  why  not?  You're  making  it  at  work 
and  the  kids  are  making  it  for  themselves. 

So  once  again  your  time  is  yours. The  per- 
fect time  to  recapture  the  excitement  of  your 
sports  car  years.  And  the  way  to  do  it  is  with 
an  MG8/GT. 

A  sports  car  at  heart,  the  MGB/GT  features 
a  full-synchromesh  4-speed  gearbox,  rack- 
and-pinion  steering,  and  10.75-inch  disc 
brakes.  And  they  are  wrapped  up  in  a  sleek 
fastback  body  that  makes  the  MGB/GT  one 
of  the  most  beautiful  GT's  around. 

But  the  MGB/GT  is  just  as  big  on  practi- 
cality. Fuel  costs  are  lower  (up  to  25  miles 
to  the  gallon  is  not  uncommon).  And  resale 
prices  are  generally  higher  because  there's 
no  obsolescence  built  in. 

The  more  you  know  about  driving,  the 
>rv     more  you'll  appreciate  the  MGB/GT. 
tl^jyj    In  total,  a  most  practical  vehicle 
r»E*l£i  for  a  trip  you  so  richly  deserve. 
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For  overseas  delivery  information,  write  British  Leyland  Motors  Inc..  Leonia.  N.J.  07605. 


Set  your  sites  on 

Erie  County 

Newibrk 
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Our  new  Data  Bank  can  do  the  digging 
for  you.  The  statistical  groundwork  re- 
quired by  any  industry  in  selecting  a 
new  location.  And  Erie  County,  New 
York  comes  out  lookin'  good ! 
What's  a  Data  Bank?  Our  one-stop  fact 
center  on  Erie  and  Niagara  Counties. 
It  gives  information  on  site  location 
analysis,  land  use,  soil  and  slope  data, 
computer  mapping  and  municipal 


zoning  information. 
You  can  even  get  market  penetration 
studies  to  help  pin  point  marketareas, 
choose  new  ones.  Studies  to  provide 
block-by-block  census  data  on  every- 
thing that  could  affect  your  product  or 
service. 

For  other  new  industry  advantages 
offered  by  Erie  County,  ask  about  our 
Data  Bank.  We'll  give  you  an  earful! 


Ask  our  databank 
for  a  spot-check 


ECONOMIC  DEVELOPMENT  DEPARTMENT 

Buffalo  Area  Chamber  of  Commerce 

238  Main  Street.  Buffalo.  New  York  14202 

Yes    I  am  interested  in  learning  more  about  new  industry  advantages  ottered  by  Erie  County.  Please 

forward  literature  to 


Name  and  Title 
Company 


Address . 
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(Continued  from  page  10) 

The  Japanese  attribute  it  to  the 
U.S.  recession  and  the  continuing 
buoyant  economy  of  Japan.  U.S. 
exports  were  up  to  $2.2  billion,  a 
44.2%  increase  over  the  $1.5-billion 
figure  for  the  first  six  months  of 
1969.  Meanwhile,  U.S.  imports 
from  fapan  were  $2.6  billion  for  the 
first  six  months  of  1970,  a  20.4% 
increase  over  last  year's  S2.2-bil- 
lion  figure. 

Chilly  Motoring 

Have  you  ever  wished  you  could 
export  that  rush-hour  traffic  jam  to 
Russia?  Within  a  decade  or  so  you 
may  be  able  to  do  just  that  if 
UCLA  professor  T.Y.  Lin  has  his 
way.  What  civil  engineer  Lin 
and  his  Intercontinental  Peace 
Bridge,  Inc.  are  proposing  is  a  rein- 
forced concrete  bridge  from  Alaska 
to  Siberia  across  the  shallow  50- 
mile  Bering  Strait.  The  idea  is  at 
least  100  years  old,  but  Lin  be- 
lieves it  is  now  technologically  fea- 
sible. The  cost?  A  cool  $1  billion. 
But,  says  Lin,  that's  only  $2  per 
person  if  all  the  Russians  and 
Americans  chip  in. 

Automated  Back  Talk 

Audiovisual  aids  in  the  classroom 
are  nothing  new,  but  they  have 
usually  been  confined  to  one-way 
communication:  instructor  to  stu- 
dent. Philips  Lamp  proposes  to  com- 
plete the  circuit  with  its  "student 
intelligence  responder,"  a  device  al- 
lowing the  student  to  communicate 
with  the  instructor.  Teachers  will 
receive  instantaneous  feedback  on 
multiple-choice  questions,  thereby 
assessing  both  individual  and  class 
performance. 

Bouncing  Back? 

Chemicals  may  be  a  dirty  word 

to  natural  rubber  producers,  who 
have  steadily  lost  ground  to  syn- 
thetic rubber.  But  one  chemi- 
cal, Rorer-Amchem's  Ethrel,  could 
change  all  that.  Ethrel  is  designed 
to  stimulate  latex  flow  in  rubber 
trees  and  so  far  has  worked  pretty 
well.  Tests  conducted  over  an  18- 
month  period,  have  shown  that 
Ethrel  about  doubles  rubber-tree 
yields,  without  harming  the  trees. 
Moreover,  it  is  applied  to  trees  al- 
ready in  the  ground,  whether  seed- 
ling or  Full-grown.  ■ 
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It's  not  that  the  giants  have  gotten  smaller. 
Just  that  we've  gotten  bigger. 


It's  funny  what  getting  to- 
gether can  do  for  you. 

We,  at  Great  Northern 
Nekoosa,  used  to  be  two  medium- 
sized  companies  in  an  industry  of 
giants. 

We  were  pretty  successful  at 
what  we  did.  As  Great  Northern  and 
Nekoosa  Edwards.  But  life  wasn't 
always  easy. 

Now  we're  one  company.  The 
giants  are  still  with  us.  But  we're  in 
a  much  better  position  to  compete 
against  them.  Because  we're  a  lot 
bigger. 

We  have  a  cash  flow  of  $50 
million;  assets  of  $430  million; 


sales  of  $340  million;  and  working 
capital  of  $64  million. 

All  of  which  means  together 
we  have  more  financial  strength 
than  each  of  us  could  have  had 
alone. 

We  have  eight  mills  located 
in  five  states;  and  over  two  and  a 
half  million  acres  of  timberland. 
Together  we  can  make  even  better 
use  of  these  resources. 

Each  of  us  is  a  specialist  in 
the  paper  business.  One,  the  coun- 
try's leading  independent  producer 
of  newsprint  and  containerboard, 
and  the  world's  largest  manufac- 
turer of  lightweight  groundwood 
printing  papers. 

The  other,  a  leading  producer 
of  high-grade  business  communi- 
cation, printing  and  publishing  pa- 
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pers.  A  field  that  is  growing  by  leaps 
and  bounds. 

We'd  like  you  to  think  of  us  as 
a  new  paper  company. 

And  as  a  new  profit  company 
as  well. 

If  you'd  like  to  find  out  more 
about  us,  write  to  Peter  Paine, 
Chairman  of  the  Board,  Great 
Northern  Nekoosa,  522  Fifth  Ave- 
nue, New  York,  New  York  10036. 

GREAT 

NORTHERN 

NEKGDSA 

CORPORATDN 
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The  most 

expensive 

.  word  in 
business  is: 

maybe   ! 

It  is  a  virus  of  uncertainty,  a  fever  of  indecision... Maybe.  When  business  conditions  are  good  the  malady  lies  dormant.  But  when 
the  economy  falters,  when  competition  sharpens,  the  crippling  effect  of  the  situation  becomes  apparent. 

Usually,  the  source  of  the  problem  is  in  one  of  two  areas.  The  first  is  a  failure  to  communicate— not  just  in  words,  but  in  the 
motivating,  information  exchanges  which  are  the  touchstone  of  business  decision-making.  The  second  is  the  failure  of  a  manager 
to  extract  the  total  benefit  from  his  company's  computer-based  information  system. 

TWO  NEW  COURSES  FROM  KEPNER-TREGOE  COMMUNICATE  A  PROCESS  FOR  RESOLUTION. 

l_jf^QIX      Provides  a  rational  process  for  bridging  the  gap  fTV/^DII  IQ      is  designed  to  help  managers  communicate  more 

*J         ®   between  operating  managers  and  the  highly  MIWDIUD®  fully,  more  effectively.  MOBIUS  recognizes  that 
technical  administrative  personnel  responsible  the  exchange  of  information  is  a   logical 

for    Management    Information    Systems.    The    manager-across  process,  and  simultaneously,  an  intensely  human  one-that  the 

practically  every  aspect  of  the  corporate  spectrum-is  the  crucial  how  of  communicating  is  as  important  as  the  what.  The  participant 

informational  interface  between  problem  and  solution.  Yet  he  learns  the  importance  of  understanding  the  effects  of  feelings 

often  feels  alienated  from  his  computer  team.  LOGIX  gives  the  in  the  conveyance  of  information.  "What  did  he  mean  by  that?" 

manager  a  cogent  appreciation  of  his  alliance  with  the  comput-  suggests  a  void... a  need;  MOBIUS  meets  that  need. 
ing  system  and  a  clear  process  for  fulfilling  his  leadership  role. 

MOBIUS.  LOGIX.  BOTH  ARE  DESIGNED  TO  HELP  BUSINESS  FULFILL  ITS  PRIME  DIRECTIVE... AND  NO  MAYBE  ABOUT  IT. 


For  more  information  about  MOBIUS,  LOGIX  and  other  con- 
temporary courses  for  today's  business,  contact:  Marketing  De- 
partment, Kepner-Tregoe,  Inc.,  Princeton,  New  Jersey  08540, 
Tel:  (609)  921-2806  |8       Kepner-Tregoe,  Inc.    Princeton,  New  Jersey 
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READERS  SAY 


Mr.  Salvatori  Objects 

Sir:  Your  article  on  Norton  Simon  and 
myself  in  your  Aug.  15  issue  was  evi- 
dently written  to  entertain  rather  than 
to  inform  your  readers.  .  .  .  Prior  to  en- 
tering the  race  against  Senator  Murphy, 
Simon  had  never  been  visibly  identified 
in  any  way  with  the  Republican  party  in 
California.  .  .  .  These,  then,  were  the  Re- 
publican credentials  of  the  man  who  set 
out  to  challenge  Senator  George  Mur- 
phy. .  .  .  whose  philosophy  is  attuned  to 
the  basic  thinking  of  the  great  majority 
of  the  voters.  . .  . 

Although  your  correspondent  did  not 
name  him,  one  of  the  so-called  "mod- 
erate Republican  congressmen"  whom  I 
opposed  is  Congressman  McCloskey.  . .  . 
McCloskey  seeks  an  immediate  with- 
drawal of  our  troops  [from  Vietnam].  .  .  . 
He  is  against  the  installation  of  ABMs, 
MIRV  missiles,  and  is  for  drastic  cuts  in 
most  defense  expenditures.  .  .  . 

That  I  am  "not  talking  to  the  press 
these  days"  will  surprise  a  number  of 
the  members  of  the  press  who  have 
talked  with  me  recently.  .  .  .  My  saga- 
cious secretary  screens  all  of  my  calls 
and  apparently  decided  from  your  re- 
porter's casual  approach  that  an  inter- 
view with  him  did  not  warrant  a  drastic 
rescheduling  of  my  time.  .  . . 

The  words  attributed  to  me  by  indi- 
rection, namely,  "I  built  a  business  and 
nobody's  going  to  take  it  away  from  me," 
completeb  misrepresent  my  thinking. 
My  prime  concern  is  not  to  hold  on  to  my 
possessions  but  to  help  preserve  our  na- 
tion as  a  tree  society.  While  I  agree  with 
Mr.  Simon  that  it  is  important  to  bring 
the  "young  and  disaffected,"  into  the  en- 
terprise system,  I  consider  it  much  more 
important  to  foster  in  them  an  apprecia- 
tion of  our  socio-political  system.  .  .  . 

— Henhy  Salvatori 
Los  Angeles,  Calif. 

Nik:  I  can  assure  you  that  $200,000 
was  not  spent  in  our  attempt  to  unseat 
Congressman  Bell.  The  contributions  of 
Mr.  Frawle)  and  Mr.  Salvatori  were  only 
a  fraction  of  the  $125,000  mentioned  as 
their  combined  contribution. 

— E.  Joe  Turner 

Treasurer, 

LaFoOette  for  Congress  Committee 

Los  Angeles,  Calif. 

Sik:  You  quote  [Norton]  Simon  as  "be- 
ing determined  that  Salvatori  and  his 
friends  are  not  going  to  win  by  sheer 
force  of  money"  (Forbes,  Aug.  15). 
Let's  face  it,  Norton  Simon  did  his  best 
to  win  by  the  same  modus  operandi. 
—Ellis  M.  Stephens 
Ross,  Calif. 

Pie  In  The  Sky  (Face) 

Sir:  Your  pie  in  the  face  cover  is  an 
excellent  put-down  of  the  mutual  fund 
dodge  which  had  gotten  too  big  for  its 
pants  (Forbes,  Aug.  15).  But  how  about 
the    debacles    between    individuals    and 


private  investment  advisors?  I  had  a  sour 
experience  with  the  trust  department  of 
a  large  local  bank  from  which  I  expected 
"astute,  conservative,  hard-headed  man- 
agement." Instead,  I  was  stuck  with  man- 
agement so  knuckle-headed  that  I  cried: 
"Hold!  Enough!"  Under  my  own  mis- 
management, I'm  actually  saving  money. 
—Scott  Baillie 
San  Francisco,  Calif. 

Sir:  The  net  asset  value  figures  which 
our  company  supplied  for  your  Mutual 
Fund  issue  were  incorrect.  We  would 
appreciate  your  correcting  the  inaccurate 
[dollar  results]  figure  published  by  you 
because  of  our  error. 

— K.G.  Siederer 

Treasurer, 

Eurofund  International,  Inc. 

Newark,  N.J. 

On  the  basis  of  Eurofund's  corrected 
numbers,  its  overall  period  6/30/62— 
6/30/70  should  be  $112.73  instead  of 
$80.39  as  printed-ED. 

Sir:  I  wonder  if  the  recipient  of  the 
custard  pie  might  have  been  portrayed 
a  few  years  ago  as  eating  a  large,  juicy 
melon  with  visions  of  sugar  plums  and 
other  goodies  to  come.  The  loss  of  paper 
profits  in  the  stock  market  this  year  is 
treated  almost  as  though  it  had  never 
happened  before— as  though  there  never 
before  had  been  financial  manipulators 
and  Wall  Street  boy  wonders.  When  the 
next  generation  of  [fast-buck  boys] 
arises,  I  trust  Forbes  will  remember  they 
are  not  all  to  be  found  in  Las  Vegas  or 
at  Aqueduct. 

— PaulS.  Weber 
Wyckoff,  N.J. 

Sin:  You  who  rant  about  the  real  old- 
fashioned  milk  shakes  ( Fact  6-  Comment, 
Aug.  1),  now  put  a  real  fake  pie-in-the- 
face  [on  your  cover].  It  looks  like  shav- 
ing cream  to  me  [age  14]. 

—Sarah  Lamb 
Fitchburg,  Mass. 

It  is  •  shaving  cream,  Sarah.  Real 
whipped  cream  wotdd  melt  fast  under 
studio  lights— Ed. 

Feeling  Left  Out 

Sir:  Re  "Everybody  In"  (Forbes, 
Aug.  15,  p.  21)— one  omission  into  the 
expanding  computer  or  information  sys- 
tems services  area  is  Boeing  Computer 
Services,  a  new  division  of  the  Boeing 
Co.  announced  in  May,  1970. 

— Lonnie  N.  Hakala 

Boeing  Computer  Services 

Huntsville,  Ala. 

And  the  Public  Ones,  Too 

Sir:  Re  your  editorial  "Unconscion- 
able" [regarding  company  pension  plans] 
(Fact  i?  Comment,  Aug.  15)—  is  this  sit- 
uation of  concern  only  to  those  under 
private  retirement  plans?  Some  years  ago 
I  worked  for  a  few  quarters  under  the 
Social  Security  System.  I  am  now  told 
that  in  order  for  me  to  receive  any  bene- 
(Continued  on  page  94) 
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NEW  wheelbarrow 
cart  makes  fun 
of  work! 

So  perfectly  balanced  on  TWO  BIG 
WHEELS,  so  easy  to  roll,  you  guide  it 
with  JUST  ONE  HAND  .  .  .  even  with 
300  lb.  loads!  No  backstrain!  No 
struggle!    No   load   fallout! 


Send  for 

FREE   CATALOG 

Garden  Way  Research 
Dept.  3819 
Charlotte,  Vermont 
05445  -, 


*^ 


GIFT    IDEA! 


Several 
models  include 
yourself  kits. 


LAYOFFS      LOWER 
PLANT    MORALE 


YOUR  EXTRA  LABOR  CAM 

RENEW  PLANT  ROOFS 

AT  LOW  COST 

Inexperienced  men  expertly  re- 
store plant  roofs  with  Ranco 
Roof  Spray  Equipment  which  is 
loaned  at  No  Charge.  Ranco 
Roofing  Engineers  follow  pro- 
gress of  the  job  and  assure  pro- 
fessional results.  Write  or  call 
today  for  full  details  and  our 
FREE  48-Page  Roofing  Catalog. 

RANCO  INDUSTRIAL 
PRODUCTS  CORP. 


1  3306  Union  Ave.  /  Clevelond,  Ohio  441  20 
Telephone  216-283-0300 
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Questions  for  executives 
concerned  with 
rising  costs  of 
handling  and  distribution 


If  distribution  and  handling  costs 
are  getting  out  of  hand,  here  are 
some  questions  to  consider. 

•  Are  we  handling  product  without 
adding  value? 

•  Would  an  improved  and  more 
effective  layout  simplify  product 
handling? 

•  Does  volume  merit  mechanization 
or  computerized  automation? 

•  Should  we  have  special  or  more 
flexible  storage  or  handling  devices? 

•  Have  we  made  a  thorough  analy- 
sis of  in-  and  off-line  storage? 

•  Can  order  picking  and  truck  load- 
ing time  be  decreased  to  speed  or- 
der delivery? 

•Could  warehouse  locations  be 
changed  to  reduce  total  inventory 
levels  and  still  give  the  same  or 
better  service? 


•  Do  we  have  too  many  warehouses 
or  too  few? 

•  With  more  efficient  methods  and 
facilities,  could  we  attain  a  better 
balance  in  inventory  levels? 

•  Do  we  have  the  internal  resources 
to  assure  satisfactory  answers  to 
these  questions? 

An  Austin  MATERIAL  HANDLING 
&  DISTRIBUTION  STUDY  can  help 
you  answer  them.  It  is  one  of  seven 
Austin  engineering-economic- 
consulting  services  which  are  an 
important  initial  step  in  a  systems 
approach  to  the  development  of 
solutions  to  plant  facility  problems. 

Austin  specialists  begin  by  analyz- 
ing your  objectives  as  well  as  the 
methods  available  to  attain  them. 
Alternative  solutions  are  carefully 
studied  with  the  aim  of  combining 
all  resources  —  men,  machinery, 
materials,  and  money  —  into  the 


most  effective  answer  to  your  prob- 
lem. This  systems  approach,  based  I 
on  nearly  a  century  of  service  to 
commerce  and  industry,  produces  i 
measurable  benefits  in  time,  effort ! 
and  money  for  Austin  clients. 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire,  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


DON'T  HOLD  YOUR  BREATH 


If  you're  anticipating  an  appreciable  improvement  in 
business  to  accompany  the  stock  market  rise,  I'd  suggest 
not  holding  your  breath  awaiting  its  arrival. 

President  Nixon  has  steadfastly  refused  to  attempt 
dampening  inflation  by  jawboning  about  prices  and  wages 
on  the  premise  it  wouldn't  work,  and  he's  probably  right. 
By  the  same  token,  the  Administration  jawbone  chorus 
about  business  getting  better  isn't  going  to  make  it  so. 

Have  you  lost  your  job  lately?  Hundreds  of  thousands 
have  and  it's  inhibited  their  spending  as  consumers. 

Have  you  come  out  of  school  or  the  army  and  been 
looking  unsuccessfully  for  a  job  lately?  Hundreds  of 
thousands  have  and  it  is  inhibiting  their  spending  as 
consumers. 

Have  you  known  a  friend  or  a  neighbor,  or  several 
friends  or  several  neighbors,  who  have  lost  their  jobs  late- 
ly in  Seattle  or  Los  Angeles  or  Detroit  or  Baton  Bouge? 
Several  millions  of  us  know  friends  and/ or  neighbors  in 
this  position.  And  it  has  an  inhibiting  effect  on  our  spend- 
ing as  consumers. 

*      *     * 

As  consumer  spending  has  lessened  so  has  the  enthu- 
siasm for  expansion  and  expansive  spending  by  business. 
I  can't  Vhink  of  any  industry  where  budget  cutters  have  not 
been  busily  cutting  every  day  every  way  everywhere.  Be- 
starting  spending  is  a  slower  process  than  cutting  when 
cutting  starts.  As  they  used  to  teach  us  in  physics,  it  takes 


a  vast  quantity  of  energy  to  reverse  lost  momentum. 

*  *     * 

All  the  flapdoodle  about  whether  or  not  we  are  in  a 
slowdown  is  indeed  flapdoodle. 

We  are. 

Whether  the  down  has  bottomed  is  still  arguable,  but 
those  who  now  see  a  third-quarter  upturn  need  to  visit 
their  eye  doctor.  Those  who  foresee  a  big  fourth-quarter 
upturn— we're  just  entering  the  fourth  quarter  you  know- 
ought  to  get  new  Ouija  boards. 

*  *     * 

So,  is  all  bleakness  and  blackness  in  the  economy? 

No. 

Actually  if  things  don't  get  any  worse  it's  all  to  the 
good.  If  things  get  too  much  better  too  fast,  it  would  be 
all  for  the  worse. 

Because  remember,  dear  reader,  we  got  into  this  slow- 
down because  inflation  was  out  of  hand.  Everybody  was 
spending  and  expanding  and  growing  and  borrowing  and 
pyramiding  and  projecting  their  corporate  growth  geo- 
metrically; prices  and  profits  were  in  such  a  race  with 
wages  that  the  poor  dollar  and  the  fixed  income  were  as 
the  rest  of  the  field  is  to  Nijinsky. 

For  the  balance  of  this  year  we'll  continue  to  pay  the 
piper  for  piping  down. 

But  we  should  enter  1971  with  an  economy  better  posi- 
tioned to  move  gradually,  healthfully  ahead. 
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ALL  BETS 

The  foregoing  pessi-optimistic  editorial  on  the  econom- 
ic outlook  will  be  even  more  than  usually  wrong  if  the  fed- 
eral deficit  mounts  to  anything  like  some  of  the  higher  es- 
timates. A  few  "Administration  officials"  have  been  said  to 
have  said  that  this  deficit  could  reach  $26  billion.  Let's 
hope  to  heaven  those  particular  Administration  officials 
both  don't  know  what  they're  talking  about  and  have  noth- 
ing to  do  with  determining  spending/  not-spending  policies. 

Businessmen  and  most  of  the  rest  of  the  American  peo- 
ple have  reached  a  sufficient  degree  of  economic  sophisti- 
cation to  know  that  overspending  by  anything  remotely 
approaching  that  margin  would  have  disastrous  conse- 
quences on  the  value  of  the  dollar  and  on  the  availability 


OFF  IF— 

of  dollars.  It  would  be  a  hypo  of  killing  portion.  About  the 
only  people  in  the  country  working  overtime  would  be  the 
printing  pressmen  in  the  Treasury  Department  literally  re- 
sponsible for  producing  greenies. 

Politically  the  Nixon  Administration  absolutely  has  the 
right  end  of  the  stick  when  the  President  vetoes  over- 
spending measures  and.  when  he  presses  for  certain  addi- 
tional revenues. 

If  the  Democratic  majority  in  Congress  wants  to  grab 
the  right  end  of  the  issue,  they  can  best  do  so  by  cutting 
back  on  the  Administration's  budget  rather  than  adding 
substantially  to  it.  If  the  President  can  stick  the  deficit  tail 
on  the  Donkey,  the  Republican  party  will  be  the  winner. 


EVENTUALLY,   SO  WHY  NOT  SOONER? 


At  luncheon  here  recently  we  were  discussing  with  John 
P.  Fishwick,  keen-minded  chief  of  the  Norfolk  &  Western 
Railway,  the  ever-worsening  problem  of  moving  people  in 
the  country's  spreading  megalopolises.  He  made  his  obser- 
vation. "Sooner  or  later  we've  got  to  have  something  better 
than  a  wheel  to  move  people  within  suburban-urban  areas." 

Sooner  will  be  much  better  and  less  expensive  than  later. 

The  problem  is  vast  enough,  critical  enough,  and  more 


than  enough  pollution-related  to  warrant  some  brain  pow- 
er by  imaginative  corporations  looking  for  tomorrow's  op- 
portunities. Seeking  answers  should  provide  stimulation  to 
the  inventive  minds  of  the  academicians  and  professionals 
in  urban  planning  and  related  sciences. 

One  reason  this  country  has  achieved  uniquely  is  be- 
cause Americans  have  always  acted  on  the  premise  that 
problems  are  for  solving. 


WHAT  A  SENSIBLE  IDEA 


San  Francisco,  I  understand,  is  responsible  for  imple- 
menting one  of  those  brilliant  ideas  that's  so  simple  all  of  us 
wonder  why  nobody  thought  of  it  sooner. 

The  one-way  bridge  and  tunnel  toll  collection. 

It  obviously  takes  no  longer  to  collect  a  buck  than  a 
half.  It  should  require  half  the  number  of  actual  toll  tak- 
ers (though  we  can  be  sure  in  practice  it  won't  quite  work- 


out that  way);  it  should  cut  toll-paying  traffic  delays  in 
half,  because  it  happens  only  once  instead  of  twice  in  ev- 
ery round  trip. 

The  man  who  thought  of  this  one  deserves  at  least  a 
pay  raise,  a  medal  and  a  sizable  promotion. 

The  only  loser  is  the  fellow  who's  going  one-toll-paying 
way— and,  since  he's  not  coming  back,  his  vote  won't  count. 


THE   MARINES   DO  IT  AGAIN 


Tliis  must  be  San  Francisco  day  in  "Fact  and  Comment," 
because  the  other  fabulous  idea  being  commented  on  here 
also  originated  in  our  civilized  city  of  the  Golden  Gate. 

To  help  alleviate  the  occasionally  explosive  unrest  of 
youth  with  summertime  on  their  hands  and  little  else,  a 
Marine  Corps  colonel— who  ought  to  be  made  a  general 
—offered  to  take  on  400  ghetto  young  for  a  week  each 
at  the  Marine  Corps'  Lake  Tahoe  survival  and  training 
school.    There  the    troubled,    troublesome    young    teeners, 


whatever  their  previous  record,  spend  a  week  with  Ma- 
rines as  their  counselors  doing  all  the  fabulous  camping 
things  that  their  wealthier  counterparts  do  at  expensive 
private  summer  camps.  San  Francisco's  businessmen,  who 
have  sense  enough  to  know  a  good  idea  when  they  see 
one,  put  up  the  money  for  food  and  miscellaneous  ex- 
penses that  are  not  part  of  the  Corps'  budget. 

This  great  U.S.  Marine  action  ought  to  be  taken  up  by 
all  the  Services  all  over  the  country. 


HEIGH-HO,   HEIGH-HO,   IT'S   OFF  TO  WORK  .   .   . 


Britain's  most  recent  dock  strike,  as  usual,  wreaked  in- 
finitely greater  economic  havoc  than  ever  any  hurricane 
wrought,  but  a  direct  descendant  of  one  of  Snow  White's 
Seven,  as  quoted  in  a  special  report  from  London  to  the 
Xru  York  Times,  provided  one  of  the  day's  more  cheer- 
ful notes. 

Freddie  Talbot,  sitting  in  the  Connaught  pub,  and  de- 
scribed by  correspondent  Bernard  Weintraub  .is  ".   .   .  a 
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slight,  frail  cargo  handler  in  a  woolen  cap  and  worn  boots" 
mourned— "I've  worked  on  the  docks  25  years.  Every  morn- 
ing I  drink  my  five  pints,  then  go  across  the  street  to  work. 
I've  drunk  my  pints  and  I've  got  no  place  to  go." 

Now  there  just  aren't  that  main-  men  among  us  who 
could  go  anyplace,  never  mind  to  work,  after  five  pints— 
live  British  pints.  It  could  be  described  as  a  bloody  brothy 
bit  of  breakfast. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


We  don't  put  all  our 
eggs  in  one  basket. 

For  a  very  good  reason.  That 
way,  we'll  never  wind  up  with 
egg  on  our  face. 

We  have  it  figured  this  way. 
The  trying  pan  ot  the  Seventies 
will  scorch  any  company  that 
doesn't  have  something  special 
going  tor  it.  Something 
unique  that  gives  -"il- 


it  paid-up  fire  insurance. 

AMF  has  it.  A  two-way  plan 
that  builds  growth  on  itself,  in 
itself  and  around  itself.  We  put 
some  of  our  eggs  in  one  basket — 
industrial  products,  processes, 
systems  and  machinery  for  the 
business  market.  We  put  some  of 
them  in  the  other — recreation  , 


sports  and  leisure  time 
products  for  the  pleasure  market. 

Two  baskets  and  two  lines  that 
meet  in  the  middle.  It's  those 
industrial  products  of  AMF's  that 
help  create  the  leisure  time  that 
our  pleasure  products  help  satisfy. 

Business  and  Pleasure. 
Industry  and  Leisure.  That's 
scrambling  your  eggs — for  profit. 
For  more  information,  write 


AMF  Incorporated, 
261  Madison  Avenue,  N.Y.  10016. 
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AMF 
mixes  business 

with  pleasure. 
Profitably. 


"Dear 

Southern  Railway: 

What  are  you  doing 

to  help  clean  up 

the 


Our  answer  to  her 

helps  clear  the  air  for  you,  too. 

Schoolchildren  have  asked  us  that  question.  And  since  it 
concerns  everyone,  we  want  to  share  our  answer  with  you. 

Of  all  the  widely  used  forms  of  transportation  today, 
trains  produce  the  least  pollution  for  what  they  carry. 
That's  because  diesel  engines  by  nature  are  very  effi- 
cient users  of  fuel.  And  remember,  a  single  locomotive 
can  haul  huge  loads  that  might  require  100  individual 
trucks  or  scores  of  airplanes. 

Southern  was  the  first  to  convert  completely  from 
steam  to  diesel  locomotives.  We  keep  their  emissions  at 
an  absolute  minimum  by  using  the  highest  quality  fuel 
and  by  putting  them  through  maintenance  each  month. 
For  the  future,  we're  also  looking  into  other  answers. 

So  while  Southern  and  all  the  other  railroads  together 
produce  a  minimum  of  pollution— we're  working  to  re- 
duce even  that. 

Pollution  from  burning  city  trash  is  another  problem 
we're  tackling.  We  would  compress  and  sanitize  city 
refuse,  haul  it  to  sites  that  need  landfill,  and  cover  it 
with  soil.  It's  cheaper  than  burning,  cuts  pollution  and 
makes  useless  land  useful. 

To  learn  more,  send  for  our  free  booklet, 
"Trash  can  be  Beautiful."  Write  Southern 
Railway  System,  Dept.  MWD,  P.O.  Box  1808, 
Washington,  D.C.  20013. 
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'ES  A  GREEN  LIGHT  TO  INNOVATIONS  THAT  SQUEEZE  THE  WASTE  OUT  OF  DISTRIBUTION 


You  can  tell 
an  international  company 
by  the  language  it  speaks. 


De  CAMFLEX 
regelafsluiter 
De  eerste  automatische  regelklep 
voor  alie  doeleinden 
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Many  companies  speak  "international." 
In  one  language.  At  Studebaker- 
Worthington,  Inc.,  one  language  isn't 
enough.  We  are  a  worldwide  community  of 
companies.  Example:  SWI's  Masoneilan 
International  catalogues  its  Camflex.auto- 
matic  control  valve  in  six  languages  to 
market  in  95  countries. 

Developed  by  our  French  and  German 
engineers,  Camflex  is  now  built  in  seven 
countries  to  International  Standards  that 
make  all  parts  interchangeable.  A  French 
plug  fits  a  Japanese  body  with  a  U.S. 
actuator  and  an  Italian  positioner,  and  soon. .. 
Camflex  may  be  installed  in  a  Middle  East  pipeline  refinery. 
A  Scandinavian  pulp  mill.  A  Gulf  Coast  petrochemical  plant. 
It  is  a  universal  control  valve.  With  a  few  hand  tools,  in 
minutes,  any  size  Camflex  can  be  changed  to  satisfy  6,144 


individual  control  valve  specifications 
with  no  extra  parts.  An  example 
of  why  Masoneilan  is  a  worldwide 
leader  in  the  control  valve  industry. 
Other  Studebaker-Worthington  market 
leaders:  Clarke  floor  maintenance 
equipment,  Climatrol  air  conditioning 
and  heating,  Gamon-Calmet  water 
meters,  Gravely  lawn  and  garden  tractors, 
Onan  portable  and  emergency  generators, 
STP  oil  and  gas  treatments,  Tung- Sol  auto- 
motive and  electronic  products,  Turbodyne 
jet  gas  turbine  power  plants,  Unitron 
electronic  controls,  Wagner  brake  products, 
motors  and  transformers,  and  Worthington  compressors, 
pumps  and  turbines. 

Whatever  your  business. ..or  wherever  it  is...SWI 
companies  speak  your  language.  In  more  ways  than  one. 
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Cracks  in  a  Golden  Egg 

Pro  football  may  become  a  $100-million  busi- 
ness this  year,  but  it  faces  a  critical  test. 


Commissioner  Pete  Rozelle  sees  only 
roses  this  fall  as  he  looks  down  the 
field  into  professional  football's  51st 
season,  which  begins  Sept.  IS. 

The  game  should  easily  become  a 
Slut  (-million  business  for  the  first 
time.  Almost  402  of  the  annual  take 
will  flow  from  an  estimated  S ISO-mil- 
lion television  contract  running  four 
years.  The  upstart  American   Football 

League  becomes  only  one  conference 

in  a  26-team  National  Football 
le;  bonus-player  wars  are  for- 
gotten. Soon  a  majority  of  the  teams 
will  be  playing  in  new  stadiums.  When 
100  million  Americans  may  watch 
games  on  TV  or   in    the   stands   on    a 

single  Sunday,  pro  football  is  obvi- 
ous!) long. 

Rozelle,  a  shrewd  H-year-old  for- 
mer public  relations  man.  takes  the 
sport's  primacy  quietly  and  confident- 
Is  "We've  got  a  lot  going  tor  us."  he 
says.  "We're  in  tune  with  the  times. 
We're  national  in  scope.  We  have  a 
unique  audience,  young  middle  to  up- 
per class,  with  a  high  percentage  of 
college  graduates." 

Nice  talk  if  you're  marketing  soap 
or  cigarettes.  Hut  pro  football  is  hard- 
ly those  packaged  items— yet.  It's 
mainly  warm  bodies  slugging  into  one 
another  on  the  field.  Hut  there  is  plen- 
ty of  action  off  the  field,  too.  And 
some  observers  seriously  wondei 
whether  that  may  not  take  the  kick 
out  of  the  business  of  playing  football. 

And  it  almost  has  to  have  a  kick. 
As  Clint  Murchison  Jr.,  owner  of  the 
Dallas  Cowboys  and  proprietor  of  a 
family  fortune  estimated  at  $500  mil- 
lion, says:  "A  man  has  to  be  out  of  his 
mind  to  go  into  pro  football  to  make 
money.  You  buy  a  team  because 
you're  kind  of  an  addict." 

Except  for  the  Green  Bay  Packers 
and  the  Boston  Patriots,  which  as 
closely  held  corporations  are  special 
cases,  the  other  24  team  owners  are 
football  addicts,  too.  Some  are  profes- 
sional sportsmen,  like  Wellington  T. 
Mara,  owner  of  the  New  York  Giants. 
and  Jack  Kent  Cooke,  who  has  some 
$31  million  invested  in  various  sports 
interests,    including    a  piece    of    the 


Washington  Redskins.  Others  are  mul- 
timillionaires who  have  found  a  pas- 
sionate outlet  in  professional  football- 
men  like  Lamar  Hunt,  son  of  oilman 
H.L.  Hunt  of  Dallas.  Lamar  started 
the  Dallas  Texans  with  his  cash,  got 
the  AFL  off  the  ground,  and  fought 
Murchison  for  three  profitless  years 
before  dwindling  Dallas  crowds  until 
In  discovered  Kansas  City  and  even- 
tually won  the  Super  Bowl  game. 

There  are  others  equally  as  dedi- 
cated: such  as  William  Clay  Ford, 
brother  of  Henry  Ford  II  and  owner 
ot  the  Detroit  Lions;  John  W.  Mecom 
|i\,  son  of  a  Houston  multimillionaire 
and  president  of  the  New  Orleans 
Saints;  San  Diego  Chargers  owner 
Eugene  Klein,  who  is  chairman  of 
National  General  Corp.;  and  Rankin 
Smith,  Atlanta  Falcons  head  who  is 
president  of  the  Life  Insurance  Co. 
of  Georgia.  A  profitable  game  for 
them?  At  least  three,  and  some  experts 
believe  as  many  as  ten,  pro  teams  lost 
money  last  year.  One  owner,  Denver 
Broncos  Chairman  Gerald  H.  Phipps, 
reports  that  the  team  finally  about 
broke  even  after  ten  years.  "We'd  all 
do  better  investing  in  municipal 
bonds,"  Phipps  says. 

Player  Fallout 

Rozelle  believes  that  the  new  tele- 
vision money,  about  SI. 5  million  a 
club,  should  draw  all  the  teams  into 
the  black  in  1970.  Well,  it  may.  But 
even  before  the  season  began,  the 
owners  knew  that  times  were  out  of 
joint.  There  were  the  celebrated  cases 
of  the  two  superstars,  for  instance. 
Joe  Kapp  held  out  at  Minnesota,  and 
his  lawyer  threatened  an  antitrust  suit 
aimed  at  the  control  teams  have  over 
their  players.  In  New  York,  Joe 
Namath  played  peekaboo  with  the 
Jets  and  shocked  the  football  addicts 
by  declaring  "there  are  other  things 
than  football."  And  Dave  Meggysey, 
the  tough  St.  Louis  Cardinals  line- 
backer, quit  to  write  a  book  com- 
plaining about  the  game's  violence 
and  the  way  players  are  treated  like 
chattel.  "We're  considered  to  be 
something    like    a    drill    press    and 


then  depreciated,"  Meggysey  charges. 

But    what   really   shook    the    team 

owners  was  the  pre-season  strike  by 

the   Players   Association.   During   the 


tough  summer  negotiations,  both  sides 
issued  unusually  emotional  statements. 
"I  think  there  is  a  possibility  the  sea- 
son is  over  now,"  said  Leonard  Tose, 
the  new  owner  of  the  Philadelphia 
Eagles,  at  one  point.  The  crisis  was 
not  just  a  creature  of  eager  sports- 
writers.  The  players  didn't  get  all  they 
wanted,  but  the  owners  had  to  settle 
for  a  SI 9.1 -million,  four-year  package 
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insuring  pensions  and  other  fringes. 
Murehison's  player  costs  have  tri- 
pled in  the  ten  years  he's  had  the  Dal- 
las team.  And  he  feels  now  the  own- 
ers "will  have  to  exert  tremendous 
pressure  to  end  extravagant  bonuses 
and  put  the  salary  negotiations  to- 
gether with  fringe  benefit  talks.  It's 
all  gotten  out  of  line." 

A  Mighty  Shelter 

The  players  seem  to  have  a  united 
front  for  the  first  time.  And  they  take 
some  of  the  owners'  painful  cries  with 
a  grain  of  salt.  They  know  franchises 
have  shot  up  in  value,  and  if  the  clubs 
were  sold,  the  owners  stand  to  reap 
fantastic  capital  gains.  Tose  had  to 
pay  $16  million  to  financially  trou- 
bled developer  Jerry  Wolman  for  the 
Eagles  last  year,  but  Wolman  had  only 
paid  $5.5  million  for  the  team  when 
he  bought  it  in  1964.  Dan  Reeves 
paid  $100,000  for  the  Los  Angeles 
Rams  in  1941,  and  then  sold  part  of 
his  interest  because  of  heavy  losses. 
He  regained  full  control  for  $7.1  mil- 
lion in  1962  and  today  the  club  is  said 
to  be  worth  about  S20  million. 

Also,  Wolman  didn't  pay  any  taxes 
on  the  Eagles  during  1964-68,  and 
many  owners  get  the  same  break  un- 
der Internal  Revenue  Service  provi- 
sions for  Sub-chapter  S  corporations. 
The  taxes  are  avoided  by  amortizing 
the  players  as  a  depreciable  property. 
The  average  playing  life  is  figured  at 
six  years.  The  Eagles,  however,  plan  a 
new  depreciation  schedule  this  year 
allotting  each  team  member  a  playing 
lifetime,  which  may  stretch  up  to  ten 
years  or  more.  The  result  may  be  some 
smaller  write-offs,  but  a  nice  stretch- 
out. The  players,  of  course,  aren't 
told  what  management  considers  their 
estimated  usefulness  to  be. 

The  owners  admit  that  there  may 
be  some  prospective  capital  gains,  as 
well  as  the  other  obvious  tax  advan- 
tages, but  they  claim  that  they  bought 
into  football  to  stay.  They  say  the  in- 
vestment is  like  a  stock  you  may  have 
bought  for  SI  and  which  has  gone  up 
in  value  to  $20,  but  which  only  offers 
the  dividends  of  a  si  stock  and  may 
not  be  marketable.  "Could  we  realize 
a  capital  gain  and  still  keep  the  Bron- 
cos  in  Denver?"  Phipps  asks.  "Who 
might  be  willing  to  pay  what  the  fran- 
chise should  bring  and  is  in  Denver, 
I  don't  know." 

The  fact  remains  that  most  owners 
could  probably  sell  out  at  a  profit  to- 
day. Ami  the  players  get  an  average 
salary  ol  $23,000  for  six  months'  work, 
and  man)  have  lucrative  off-season 
businesses.  Bui  eventually,  in  a  squab- 
ble over  the  golden  egg  that  pro  foot- 
ball has  produced,  it's  the  customers 
who  will  get  hurt.  This  is  already  evi- 
dent.    Many    clubs    increased     ticket 
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Superfan.  Dallas  Cowboy's 
owner  Clint  Murchison  Jr.  is 
the  kind  of  all-out  pro  foot- 
ball backer  who  keeps  NFL 
Commissioner  Pete  Rozelle 
(below)  on  his  toes.  Mur- 
chison goes  to  all  Cowboy 
games,  watches  others  on 
TV.  He  encouraged  Lamar 
Hunt  to  move  the  competing 
AFL  Texans  to  Kansas  City, 
where  they  became  the  cham- 
pion Chiefs.  Cotton  Bowl  in- 
terests blocked  a  pro  stadi- 
um, so  Murchison  is  building 
his  own  bowl  outside  Dallas. 


prices  this  year  by  as  much  as  $2.50 
a  game.  In  some  cases,  pre-season 
games  were  tacked  onto  season  ticket 
plans  to  insure  attendance,  and  at  a 
higher  price.  To  help  build  the  Cow- 
boys' new  stadium  outside  of  Dallas, 
bonds  have  been  sold  at  $1,000  apiece 
giving  customers  the  right  to  buy  sea- 
son tickets  within  the  30-yard  lines. 
But  what  about  those  fans  who  didn't 
have  an  extra  $1,000? 
".What  makes  professional  football's 
quick  expansion  possible  is  television 
income.  Rozelle  thinks  eventually 
there  may  be  32  teams  operating  in 
the  league,  including  one  in  Mexico 
City.  The  marketing  possibilities  are 
endless.  But  there  are  others  who  feel 
that  professional  football  already  is 
way  overpriced  on  television.  For  the 
first  time  this  fall,  fans  will  be  offered 
an  extended  menu  of  Sunday  games 
over  CBS  and  NBC,  and  then  Monday 
night  games  on  ABC  in  prime  time. 
Commercials  on  prime-time  shows 
normally  cost  about  $45,000  a  min- 
ute. But  nationwide  football  time  has 
been  selling  from  about  $52,000  to 
$70,000  a  minute.  For  the  Super 
Bowl,  NBC  is  asking  $200,000. 

And  the  question  of  audience  share 
is  an  important  item.  Championships 
may  draw  the  eyes  of  the  nation,  but 
the  average  Sunday  game  may  only 
draw  13  million  viewers,  while  31 
million  will  tune  in  on  a  Western  such 
as  "Bonanza"  in  prime  time. 

Will  Fans  Wither? 

"This  is  the  real  test  of  saturation 
this  year,"  says  Chester  Simmons, 
NBC's  sports  director.  "We'll  see 
whether  people  can  take  college  foot- 
ball on  Saturday,  the  pro  doublehead- 
ers  on  Sunday,  the  Monday  night 
games,  the  highlights,  the  football 
specials  and  replays,  all  that,  and 
come  back  for  more.  Is  it  going  to  be 
too  much?"  The  TV  men  think  they 
have  an  insatiable  football  audience, 
but  they're  worried. 

"If  TV  couldn't  continue  to  pay  the 
bill,"  Murchison  says,  "we'd  be  faced 
with  cutting  back  our  expenses  rather 
rapidly."  He  feels  that  audiences  al- 
ready may  have  a  hard  time  following 
so  main  contests  and  he  would  prefer 
an  industry  of  about  20  teams.  That 
would  insure  a  larger  slice  of  televi- 
sion money  for  each  club.  And  no  one 
knows  what  will  happen  to  the  total 
pie  when  cigarette  advertising  on  tele- 
vision is  halted  on  Jan.  1.  before  the 
Super  Bowl  game. 

Television  and  professional  football 
max  continue  to  move  hand  in  hand 
to  gather  an  even  wider  audience  and 
add  to  the  owners'  fortunes.  But  is 
there  anyone  out  there  who  remem- 
bers boxing?  It  made  plenty  of  TV  ap- 
pearances, too.   ■ 
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That's  what  Chairman  Lynn  Townsend  calls  today's  auto  business. 
Which  means  that  problem-plagued  Chrysler  needs  some  new  plays. 


To  the  QUESTION:  Can  Chrysler  come 
back,  Chairman  Lynn  Townsend.  who 
helped  engineer  its  early  Sixties  come- 
back, quickly  answers:  "Chrysler  has 
always  been  a  volatile  company." 

Having  steered  Chrysler  through  a 
serious  cash  shortage  this  summer, 
he  has  set  the  stage  for  what  he  clear- 
ly hopes  will  be  Chrysler's  second 
comeback  in  a  decade. 

It  was  Chairman  George  Love,  the 
Pittsburgh  coal  man,  who  made  ac- 
countant Townsend,  then  42,  Chrysler 
president  in  1961.  And  now  it  is 
Townsend  who  has  tapped  another 
relatively  young  accountant,  John  Ric- 
cardo,  46,  to  be  Chryslers  president. 
Explaining  the  sequence,  Townsend 
says:  "This  is  a  business  for  young  men 
with  young  ideas  and  DO  preconceived 
notions.  In  a  company  like  this  you 
need  this  kind  of  rejuvenation. 

Riccardo  has  lost  no  time.  In  his 
first  week  lie  shifted  Philip  N,  Buck- 
minster,  who  had  been  chief  of  the 
corporate  Staff,  to  head  European  op- 
erations and  decided  that  Buekmins- 
ter  would  live  in  Europe.  Buckminster, 
in  turn,  has  cut  personnel  sharply 
and  is  trying  to  consolidate  Chrys- 
ler's three  European  subsidiaries:  the 
former  Bootes  (England),  Simca 
(France)  and  Barreiros  (Spain). 
The  eventual  goal:  to  produce  one 
common  line  of  cars. 

Then  Riccardo  reorganized  the  top 
Chrysler  stall.  The  directors  of  prod- 
uct and  market  planning  and  of  man- 
agement organization  and  systems, 
the  vice  presidents  for  styling  and  of 
product  development  and  purchasing, 
now  report  directly  to  him.  "He  is  the 
key  man,"  says  Townsend.  "He  sits  in 
much  the  same  position  that  I  sat  in 
in  1961,  '62  and  '63." 

Obstacle  Course 

Riccardo's  biggest  challenge  now  is 
to  make  sure  that  Chrysler  holds  or 
improves  its  share  of  market.  This  fell 
from  18.4%  of  U.S.-built  passenger 
cars  in  1967  to  16.9%  last  year.  With 
funds  limited,  Riccardo's  options  are 
narrowed  so  he  has  pumped  the  great- 
er part  of  the  $350  million  it  invested 
in  its  1971  models  into  intermediate- 
sized  cars  like  its  new  Satellite  line. 

The  move  makes  sense.  Chrysler's 
compact  sales  are  holding  up  well:  Its 
Valiants,  Darts  and  other  compacts 
have  some  35%  of  a  growing  market. 
On  the  other  hand  sales  of  standard- 
sized  cars  have  been  on  a  general  de- 
cline in  recent  years. 

But   public    acceptance    of   styling 


changes  is  always  a  big  question.  And 
with  Chrysler's  sales  of  intermediates 
off  some  40%  for  the  year,  public  ac- 
ceptance becomes  critical.  Townsend, 
however,  professes  optimism.  He  has 
constructed  two  bodies  for  his  inter- 
mediates, one  for  two-door  and  one 


Townsend  of  Chrysler 

for  four-door  models.  This,  he  says, 
gives  Chrysler  a  significant  styling 
edge:  "This  market  will  be  a  big  in- 
crease for  us  next  year." 

Another  question  is  Chrysler's  strat- 
egy to  counter  the  foreign  imports 
which  have  now  risen  to  11%  of  the 
U.S.  market.  Originally  Chrysler  had 
said  that  it  would  start  selling  a 
U.S. -manufactured  subcompact,  code- 
named  the  "25",  in  the  fall  of  1971,  a 
year  after  Ford  began  selling  its  Pinto 
and  GM  its  Vega.  Now  the  strategy 
has  changed.  Chrysler  will  strengthen 
the  low-priced  end  of  its  successful 
compact  line  by  adding  the  Scamp  to 
its  Valiant  line  and  the  Demon  to  its 
Dodge  Dart  line.  Then  in  January 
1971  it  will  start  importing  two  new 
subcompacts,  the  Cricket  from  its 
English  subsidiary,  and  the  Colt  which 
will  be  built  by  Mitsubishi  Heavy  In- 
dustries. Not  until  January  1972  will 
Chrysler  introduce  its  own  subcom- 
pact, code-named  the  "R-429." 


Are  these  moves  stopgaps  to  en- 
able Chrysler  to  conserve  capital? 
"Nothing  could  be  further  from  the 
truth,"  argues  Riccardo.  The  new 
strategy,  he  claims,  will  call  for  more 
capital  outlay  than  the  old;  but  it  will 
produce  a  genuine  subcompact  rather 
than  the  scaled-down  compact  that 
the  "25"  would  have  been. 

The  Chrysler  strategy  is  risky.  If 
Pinto  and  Vega  sales  are  strong,  Chrys- 
ler could  be  left  far  behind. 

On  the  other  hand,  Chrysler's  sub- 
compact  strategy  could  work  out  to 
its  benefit.  Many  question  whether  a 
U.S.  auto  company  can  make  much 
profit  on  subcompacts.  By  proceeding 
slowly,  Chrysler  can  monitor  Vega  and 
Pinto  sales  before  committing  itself.  If 
domestic  subcompacts  fail  to  cut  into 
foreign  car  imports,  Chrysler  could 
then  beef  up  its  own  Colt  and  Cricket 
imports  and  delay  its  own  subcom- 
pacts further.  Riccardo  doesn't  think 
the  Detroit  subcompacts  will  wipe  out 
the  import  market.  "We  think  there 
will  still  be  a  sizable  market  for  for- 
eign cars,"  he  says.  "Part  of  the  psy- 
chology of  the  foreign  cars'  success  is 
snob  appeal."  People  who  wouldn't 
drive  to  their  country  club  in  a  De- 
troit small  car,  says  Riccardo,  might 
appear  in  an  inexpensive  foreign  car. 

The  Big  Picture 

On  top  of  all  this,  Chrysler  faces 
the  questions  that  cloud  the  outlook 
for  the  entire  auto  industry:  economic 
conditions;  the  safety  issue;  the  pollu- 
tion problem;  not  to  mention  the  pos- 
sibility of  a  strike  this  month.  Even 
the  basic  notion  of  what  a  car  rep- 
resents is  undergoing  change.  "The 
status  symbol  isn't  as  important  as  it 
once  was,"  says  Townsend.  "It's  made 
a  whole  new  ball  game.  The  1970s 
will  not  resemble  the  1960s." 

All  these  uncertainties  create  prob- 
lems for  the  automobile  industry,  but 
for  smaller  Chrysler,  roughly  two- 
thirds  the  size  of  Ford  and  one-third 
the  size  of  GM,  they  create  more 
problems  than  for  anyone  else. 

"Chrysler,"  says  Townsend,  "has  had 
a  history  of  working  out  its  own  des- 
tiny." And  so  it  has.  But  times  and 
conditions  change.  As  Townsend  in- 
troduced his  gleaming  new  cars  at  the 
Pittsburgh  Hilton  last  month  with 
movies  featuring  leggy  women,  crash- 
ing surf,  rugged  mountains  and  un- 
spoiled prairie,  traffic  was  piling  up  a 
hundred  yards  away  in  Pittsburgh's 
Gateway  Center.  And  the  city  of  Pitts- 
burgh called  a  smog  alert.  ■ 
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Actions  Speak  Louder 

Here's  a  pleasant  switch:  A  company  boss 
who  doesn't  promise  much  but  delivers  big. 


"One  thing  about  Great  Northern," 
says  Peter  S.  Paine,  chairman  of  New 
York's  $427-million  Great  Northern 
Nekoosa  Corp.,  "we  don't  promise 
things  that  we  can't  deliver.  A  lot  of 
companies  used  to  promise  a  20%  in- 
crease in  earnings  every  year,  ad  in- 
finitum. Hut  the  paper  business  is  a 
mature  business,  and  I  don't  think  you 
can  expect  a  growth  rate  such  as  In- 
ternational Business  Machines  has 
been  able  to  establish." 

Promised  or  not,  in  the  eight  years 
since  Paine  took  over  the  company 
Great  Northern  has  turned  in  one  of 
the  best  records  in  the  giant  paper  in- 
dustry. Last  year,  it  netted  nearly  9% 
on  its  $176  million  in  sales,  earned 
better  than  10%  on  its  stockholders' 
equity,  and  reported  a  net  profit  of 
more  than  $15  million,  nearly  Sii  times 
the  $4.4  million  it  earned  as  recently 
as  1964.  Even  fast-growing  Boise  Cas- 
cade managed  not  much  more  than  a 
fourfold  increase  in  earnings  over  the 
same  period.  This  year,  when  every 
major  paper  company  save  Union 
Camp  has  reported  a  decline  in  first- 
half  earnings,  Great  Northern  (be- 
came Great  Northern  Nekoosa 
through  a  late  March  merger)  report- 
ed a  16%  increase  in  earnings  (to 
$10.6  million)  on  a  6%  gain  in  sales 
(to  $179  million). 


All  this  Great  Northern  has  accom- 
plished without  diversifying  into 
cast  iron  or  furniture,  building  ma- 
terials or  resort  development,  as  some 
of  its  colleagues  have  done.  What 
Great  Northern  has  done  is  what  busi- 
nessmen have  always  done:  exposed 
itself  to  the  risks  and  rewards  of  its 
own  business. 

Diversify,  or  Die! 

In  the  late  Fifties,  as  Paine  frankly 
concedes,  Great  Northern  was  nearly 
flat  on  its  back.  Rising  competition 
had  squeezed  it  out  of  its  traditional 
Southern  newsprint  markets.  Four  of 
the  paper  machines  at  its  Millinock- 
et,  Me.  headquarters  were  idle  for 
lack  of  business.  Great  Northern  set 
about  converting  a  portion  of  its  news- 
print production  into  higher-priced, 
higher-profit  groundwood  specialties 
—papers  used  in  items  like  catalogues, 
telephone  books,  paperbacks.  "Our 
guys  went  out  and  developed  custom- 
ers for  specialty  groundwood,"  Paine 
says.  "They  went  to  people  who  were 
using  other  kinds  of  paper  and  said, 
'Can't  we  get  you  a  sheet  of  ground- 
wood  that  will  do  what  you  want?  It'll 
cost  you  less.' "  Today  groundwood 
specialties  are  shaping  up  as  a  major 
market,  and  Great  Northern  Nekoosa 
is  the  world's  largest  producer. 


A  few  years  later,  Great  Northern 
launched  an  even  more  venturesome 
project.  In  Cedar  Springs,  Ga.  it  began 
building  a  mill  to  produce  linerboard 
for  independent  box  makers.  Most 
knowledgeable  papermen  predicted 
the  big  paper  companies  that  made 
their  own  boxes  would  cut  Great 
Northern  to  ribbons.  But  Great 
Northern  figured  the  independents 
would  buy  from  them  rather  than 
from  their  integrated  competitors 
whenever  they  could.  Great  Northern 
was  never  more  right.  As  it  moved  in- 
to linerboard,  its  earnings  doubled  in 
just  two  years.  Once  a  newsprint  pro- 
ducer exclusively,  Great  Northern  had 
become  a  leading  factor  in  both 
groundwood  specialties  and  liner- 
board, which  are  two  of  the  paper  in- 
dustry's fastest-growing  products. 

Early  this  year,  Paine  and  GN 
moved  off  in  a  different  direction  en- 
tirely by  engineering  a  merger  with 
Nekoosa-Edwards,  a  front-ranking 
producer  of  business  and  commercial 
papers.  The  two  companies  possess 
entirely  different  operating  and  techni- 
cal skills,  serve  entirely  different  mar- 
kets. But  as  Peter  Paine  sees  it,  this  is 
the  special  strength  of  the  merger:  It 
is  a  simple  move  for  diversification  and 
is  not  predicated  on  any  hoped-for 
"synergy."  "I  believe  most  mergers  are 
bearish,"  Paine  says.  "There  is  usually 
a  management  shakeup  that  can  result 
in  destroying  the  management  team, 
and  the  heralded  earnings  through 
consolidation  often  turn  out  to  be 
illusory." 


Is  Lead  Really  Good  for  Us? 

Its  principal  product  is  taking  a  terrible  beating  from 
the  clean-air  people,  but  Ethyl  Corp.  is  fighting  back. 


The  word  "but"  is  potent.  It  can  can- 
cel out,  it  can  even  destroy  the  strong- 
est phrase.  Take  the  key  "but"  in  re- 
cent advertisements  run  by  Richmond, 
Ya.'s  Ethyl  Corp.  "Let's  do  something 
about  pollution,"  the  advertisements 
shout,  and  then  comes  the  "but":  "But 
let's  do  the  right  thing." 

The  "right  thing,"  according  to 
Ethyl,  is  to  leave  the  lead  in  gasoline. 
"Taking  the  lead  out  of  gasoline  can 
increase  more  than  the  price,"  Ethyl 
goes  on.  "It  can  increase  the  smog." 

Of  course,  taking  the  lead  out  would 
also  play  hell  with  Ethyl's  profits. 
Ethyl  makes  Utiaethyl  lead,  (lie  lead- 
ing antiknock  gasoline  additive  ll  de- 
pended on  it  for  almost  hall  ol  its  net 
profits  last  year— about  $14  million  out 
of  $33  million.  Use  of  these  additives 
is  the  cheapest  way  to  raise  gasoline 
octane    for    today's    high-compression 
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automobile  engines.  It  also— according 
to  most  experts— pours  lead  into  the 
atmosphere  and  causes  potentially  se- 
rious pollution.  Not  surprisingly. 
Ethyl  eagerly  seeks  evidence  that  most 
of  the  experts  are  wrong.  Hence  the 
advertisement. 

Ethyl,  in  its  defense,  points  to  a 
Bureau  of  Mines  study  published  in 
May.  The  studv  indicated  that  high- 
octane  gasoline  made  without  lead 
emits  unburned  hydrocarbons  and  ni- 
trogen oxides  from  the  exhaust  pipe 
which  in  the  presence  ol  sunlight  are 
25%  more  likelv  to  cause-  smog  than 
the  same  octane  produced  1>\  tetra- 
ethvl  lead.  "Dammit,  we  felt  the  pub- 
lic ought  to  know  that  taking  the 
lead  out  increases  smog  25%!"  sav  s 
Ethyl  executive  vice  president,  Law- 
rence E.  Blanchard  Jr. 

Is  Ethyl's  "but"  justified?  Is  it  on 

FORBES,    SEPTEMBER    15.    1970 


LEADFREE 


Great  Northern  Nekoosa,  however, 
^  has  none  of  these  problems.  There  are 
no  consolidation  savings  and  no  man- 
agement conflicts.  The  two  companies, 
in  fact,  will  remain  separate  operating 
entities.  Then  why  merge  at  all?  "It 
gives  us  more  choices  in  our  future 
capital  programs."  Paine  says.  "Now 
that  we've  got  all  these  products,  we'll 
be  able  to  move  more  intelligently." 
Samuel  A.  Casey,  Xekoosa's  president 
will  become  president  of  Great  North- 
ern Nekoosa  this  fall. 

After  1970,  What? 

Between  inflation  and  high  money 
costs,  Great  Northern  Nekoosa  has  for 
the  time  being  at  least  come  to  the 
end  of  its  big  earnings  gains.  GNN's 
normally  poor  third  quarter  should  be 
poorer  than  usual  this  year,  partly  be- 
cause last  year's  25-cent  investment 
credit  will  be  absent.  The  fourth  quar- 
ter, however,  looks  slightly  more  prom- 
ising. "I  don't  know  if  it  will  put  us 
ahead  for  the  year,  but  it  will  be 
close,"  Paine  says,  "Now  that  we've 
got  a  bigger  base  than  we  used  to 
have,  we  won't  have  a  sudden  dra- 
matic doubling  of  earnings  over  a  two- 
year  period."  In  a  year  like  1970, 
though,  there's  nothing  wrong  with 
merely  matching  the  year  before. 

What  about  the  longer  future?  "M> 
guess  is  that  the  paper  industry  is  go- 
ing to  grow  at  4'f  or  5%  annually," 
Paine  says.  And  he  adds  with  what  is 
for  him  almost  a  promise:  "I  don't  see 
win  Great  Northern  Nekoosa  can't  do 
a  little  better."  ■ 


Payoff.  Designed  to  serve  the  booming  market  for  business  papers, 
Great  Northern  Nekoosa's  new  $50-million  mill  at  Ashdown,  Ark.  (above) 
p/7ed  up  heavy  start-up  costs  in   1 969,  paid  off  handsomely  this  year. 


sound  ground?  It  depends  on  who  you 
talk  to.  "Well,  you  tan  understand 
their  position,"  chuckles  a  spokesman 
for  one  oil  company,  "but  this  is  ab- 
solutely unproven."  Taking  the  lead 
out  of  gasoline  will  cut  back  on  un- 
burned  hydrocarbons  by  15%  to  20V 
for  starters,  says  he.  How  about  the 
Bureau  of  Mines  test?  It  in  no  wa\ 
duplicates  real  world  conditions,  the 
oilman  says. 

The  Federal  Trade  Commission  has 
set  for  itself  the  unenviable  task  of 
finding  truth  amid  all  these  claims 
and  counterclaims  and  of  punishing 
misleading  advertisements. 

Behind  the  claims  and  counter- 
claims, a  far  simpler  economic  strug- 
gle is  taking  place.  To  put  it  bluntly, 
Ethyl  probably  is  fighting  a  delaying 
action  in  the  hope  that  it  can  post- 
pone the  inevitable  decline  in  lead 
sales  as  long  as  possible. 

How  long  can  they  delay  it?  Cer- 
tainly not  for  an  indefinite  period  of 
time.  Pollution  is  much  too  potent 
a  political  issue,  and,  whatever 
Ethyl's   advertisements   say,   the   evi- 


dence is  against  leaded  gasoline.  And 
the  day  is  not  far  off  when  car  en- 
gines will  be  built  for  no-lead  gas. 
In  its  delaying  tactics,  however, 
Ethyl  may  get  some  support  from  the 
public.  A  number  of  oil  companies 
have  been  selling  low-lead  and  no- 
lead  gasoline  at  premium  prices.  In 
nearly  every  case,  sales  have  been  dis- 
appointing. 

Annoying  People 

Says  one  industry  analyst:  "Tell  me, 
who  in  his  right  mind  is  going  to  pay 
a  couple  of  cents  a  gallon  more  for  a 
gasoline  that  is  worth  less?" 

There  are  even  signs  that  the  no- 
lead  sales  pitch  by  gasoline  marketers 
may  have  unexpected  negative  reper- 
cussions. "Suppose  you  drive  into  an 
Amoco  station  to  buy  no-lead  gaso- 
line," the  analyst  goes  on.  "You  pay  3 
cents  more  than  regular  and  you  get 
91  octane.  Many  cars  simply  don't  run 
as  well  on  91  as  they  do  on  leaded  94. 
I've  spoken  to  some  Amoco  dealers 
who  have  actually  been  discourag- 
ing people  from  buying  no-lead  gaso- 


line because  these  people  later  tend  to 
get  annoyed  with  what  they  think  is 
inferior  gasoline." 

And  there,  of  course,  is  Ethyl's  se- 
cret weapon.  Meanwhile,  Ethyl  is  cast- 
ing about  for  major  acquisitions  that 
will  ease  the  pain  of  eventually  de- 
clining lead  sales.  While  merger  talks 
with  ailing  White  Motor  were  broken 
off  in  May,  Ethyl  is  still  looking.  It  has 
a  cash  hoard  of  over  $123  million 
(boosted  sharply  in  late  1968  by  the 
$55-million  sale  of  ailing  Albemarle 
Paper,  the  original  Floyd  Gottwald 
takeover  vehicle),  and  people  with 
cash  count  for  a  good  deal  in  today's 
merger  market. 

As  a  final  touch  of  irony,  Ethyl 
has  gone  into  its  customers'  business 
in  a  modest  way  with  a  one-sixth 
interest  in  the  recent  Dutch  North  Sea 
find  by  Tenneco.  Not  surprisingly,  the 
find  has  been  dubbed  "Ethyl's  re- 
venge" in  the  trade. 

You  can't  take  its  advertisements 
too  literally,  but  you  must  admit  that 
Ethyl  is  fighting  a  very  skillful  battle 
for  survival.   ■ 
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Fashion:  Does  the  Midi  Look  Spell  E-d-s-e-l? 


"So  the  next  time  a  girl  walks  down  the  street  in  a  midi 
skirt,  she  should  know  ivhat  many  men  feel.  Not  just  that 
she  is  rather  uninteresting  in  an  esthetic  sense,  but  that  the 
purchase  of  that  dress  or  skirt  also  reveals  something  of  her 
character.   It  tells  us   that  she  is  frightened  of  her  own 


judgment,  a  slave  of  commercially  inspired  tastemakers,  and 
a  woman  whose  mind  must  be  certainly  as  dull  as  the  blah 
years  of  the  1950s  which  inspired  her  clothing.  Ladies: 
resist!" 

-Columnist  Pete  Hamill,  N.Y.  Post,  Aug.  24,  1970 


In  the  newspaper  advertisements  for 
women's  clothes  last  month  it  was 
midi,  midi,  midi.  But  on  the  streets 
and  on  the  customers'  backs  it  was 
still  mini,  mini,  mini.  Columnist  Pete 
Hamill  spoke  for  millions  of  men  when 
he  wrote  as  he  did  above.  A  New 
York  suburban  housewife  spoke  for 
millions  of  women.  After  watching  a 
TV  movie  of  World  War  II  Nazis 
swashbuckling  in  ankle-length,  tai- 
lored greatcoats,  she  exclaimed,  "Now 
I  see.  That's  where  they  got  the  ideas 
for  those  horrible  new  styles." 

On  Seventh  Avenue,  they're  already 
beginning  to  speak  of  the  midi  as  the 
Edsel  of  the  Rag  Business. 

The  new  styles  could  not  have 
come  at  a  worse  time.  What  with  the 
recession  and  worry  about  inflation, 
the  dress  business  was  already  hurt- 
ing. Intended  to  hypo  business  by  ob- 


soleting    existing    fashions,    the    new 
look  seems  to  have  made  it  worse. 

Take  the  case  of  Originala,  Inc.,  a 
smallish,  publicly  owned  fashion  out- 
fit. Originala  had  a  meteoric  rise  in 
the  last  decade,  from  sales  of  $2  mil- 
lion to  $16  million,  from  earnings  of 
31  cents  to  90  cents.  But  in  the  latest 
nine  months  its  sales  were  down  9.5%, 
its  profits  down  38%. 

"The  uncertainty  about  length  has 
been  our  primary  problem,"  says  liv- 
ing Bader,  president  of  Originala. 
"This  is  a  fashion  revolution,  a  fash- 
ion storm,  and  until  the  situation  be- 
comes clarified,  business  will  not  be  up 
to  normal." 

Bader  explained  that  when  the  news 
came  out  that  the  hemlines  were  drop- 
ping, the  retailers  got  badly  burned  in 
the  spring  and  stopped  buying. 
Caught  with  large  inventories  of  short 
skirts,  retailers  got  "supercautious" 
about  buying  for  the  fall.  This  "wait- 
and-see"  attitude  slowed  new  orders 
down  the  line.  Sidney  Prince,  execu- 
tive director  of  the  United  Better 
Dress  Manufacturers'  Association,  says 
that  his  contractors'  payrolls,  which 
were  down  25%  in  the  second  quarter, 
would  probably  be  as  bad  in  the 
third  quarter. 

In  turn,  as  fall  came  on,  even  those 
manufacturers  going  into  the  new 
lengths  were  playing  it  very  cool. 
Jonathan  Logan  President  Richard 
Schwartz,  for  example,  was  devoting 
only  15%  of  his  firm's  production  to  the 
midi.  Bill  Thomas,  of  Susan  Thomas, 
was  banking  on  pants  and  pants  suits 
which  make  up  "50%  of  our  business." 
Confused  and  repelled  by  midis,  more 
and  more  women  turned  to  pants.  The 
other  alternative  to  the  midi  or  pants 
is  the  mid-knee  length.  (See  picture 
spread,  p.  34).  Seventh  Avenue  peo- 
ple think  pants  may  be  the  consum- 
ers ultimate  compromise  in  deciding 
what  to  buy.  "Only  about  10%  of  our 


On  Her  It  Looks  Good?  As  a  pre-World 
War  I  Austrian  military  cadet,  Erich  Von 
Stroheim,  later  a  Hollywood  Great,  sported 
a  German  army-type,  ankle-length  great- 
coat; World  War  II  Nazis  swashbuckled  in 
similar  styles:  buttons  ending  at  waist  (to 
facilitate  goose-stepping);  slit  pockets; 
flared  coats.  Look  familiar?  Of  course,  the 
inspiration  for  today's  "new"  lengths. 


dress  production  is  in  the  straight 
m'idi,"  says  Thomas. 

Russ  Togs'  President  Eli  Rousso 
was  covering  himself,  as  he  put  it, 
with  1%  production  devoted  to  the 
midi,  but  with  most  staying  close  to 
mid-knee.  "We'll  see  what  happens," 
says  Rousso.  "If  they  want  it,  we've 
got  it.  If  it  goes,  we'll  make  more  of 
it."  At  last  report,  Rousso  was  still 
playing  the  "wait-and-see"  game.  He 
was  even  set  to  blast  the  midi  in  a 
speech  for  The  New  York  Society  of 
Security  Analysts  last  month. 

Some  fashion  leaders,  however,  are 
clearly  in  trouble.  New  York's  Fifth 
Avenue  stores,  California's  33-store  Jo- 
seph Magnin  chain,  Dallas'  Neiman- 
Marcus  and  Chicago's  Marshall  Field 
have  shucked  the  mini.  They  have 
been  putting  on  a  vigorous  advertising 
and   promotion   push   for   the   longer 
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length.  So  far  to  no  avail.  But  they 
aren't  giving  up.  Not  yet.  William  M. 
*  Fine,  president  of  New  York's  Bonwit 
Teller,  even  put  out  a  memo  to  em- 
ployees urging  them  to  come  to  work 
irt  midis,  not  minis.  So  did  Andrew 
Goodman,  president  of  Bergdorf 
Goodman,  Fine's  competitor  on  the 
other  side  of  Fifth  Avenue. 

On  the  West  Coast,  the  I.  Magnin 
chain  is  subsidizing  saleswomen  who 
wear  long  skirts.  It  gives  them  50?  dis- 
counts os.  the  usual  25?. 

For  all  their  efforts,  these  retailers 
may  well  have  an  Edsel  on  their 
hands.  Budi  Gernreich  thinks  so  (see 
p.  30).  The  London  experts  think  the 
midis  and  grannies  will  make  some  in- 
roads, but  won't  sweep  the  scene  (see 
p.  29).  Thus  the  long  look  won't  do 
what  was  intended:  obsolete  existing 
wardrobes  and  reverse  the  declining 
Fashion  business. 

The  simple  Fact  is  this:  Today's 
women  will  not  be  stampeded. 

The  women's  liberation  movement 
ma)  have  something  to  do  with  it.  So 
does  unisex  and  the  continuing  trend 
tow  aid  casual  wear.  Above  all,  the 
big  move  in  fashion  has  been  toward 
greater  freedom,  and  the  long  skirt  is. 
both  physically  and  psychically,  bind- 
ing, "The  longer-length  clothes  are  an 
unhappy  fashion,"  fashion  designer 
Pauline  Trigere  has  been  quoted  as 
saying  "They're  against  everything 
modern." 

Women's  Weot  Daily,  the  lively 
newspaper  of  the  garment  business, 
continues  to  beat  the  drum  lor  the 
midi  length.  On  |uly  27,  it  wrote:  "An 
entirely  new  fashion  look  is  what  is 
needed  by  a  depressed  American  re- 
tail and  fashion  establishment  .... 
Starting  in  September  women's  clothes 
e\  ei  \  w  here  are  going  to  look  entirely 
different  It  will  be  the  woman  in  the 
miniskirt  who  will  be  the  fashion  ex- 
ception." But  the  American  woman, 
rebelling  against  high  prices  and  un- 
needed  obsolescence,  against  being 
dictated  to,  doesn't  much  care  what 
the  retail  and  fashion  trade  needs. 

There  already  are  severe  recrimina- 
tions within  the  business  itself.  Some 
fashion  arbiters,  on  one  hand,  claim 
that  many  retailers  and  much  of  the 
Seventh  Avenue  crowd  have  had  their 
heads  in  the  sand  and  are  afraid  of 
change.  Gordon  Morford,  publisher  of 
Harper's  Bazaar,  for  example,  says 
that  the  whole  long  look  has  been 
coming  on  for  some  time.  "For  those 
in  the  fashion  business,  the  midi  is 
nothing  new,"  Morford  told  Forbes' 
Nancy  Jennings.  "We  predicted  it  as 
far  back  as  the  spring  of  1968  in  a 
modest  way." 

Morford,  in  fact,  accuses  some  of 
the  garment  manufacturers,  represen- 
tatives of  most  of  the  media  and  "cer- 


tain" retailers  of  simply  being  too 
slow  to  catch  on  to  the  midi  and  put 
it  across  in  acceptable  fashion. 

"A  lot  of  the  newspaper  and  other 
presentations  of  the  midi  have  been 
most  unfortunate  to  say  the  least," 
says  Morford.  "When  the  press  pho- 
tographs a  woman  standing  in  a  midi, 
with  her  legs  eight  inches  apart  while 
she  is  eating  an  apple,  she  is  going 
to  look  like  a  slob." 

But  one  Seventh  Avenue  veteran 
put  it  very  bluntly.  He  won't  be  quot- 
ed because  the  pressure  to  conform  is 
too  great.  Off  the  record  he  says  flat- 
ly: "The  whole  thing  is  a  terrible  mis- 
take. The  sons-of-bitches  who  think 
they  dictate  everything  have  rammed 
it  down  our  throats."  Somewhat  be- 
latedly, and  at  great  cost  to  the  dress 
business,  the  fashion  dictators  are 
learning  that  the  world  is  changing.  ■ 


Slaughter  on 
Seventh  Avenue? 


Be  ports  Forbes'  London  Bureau: 
London,  the  city  that  invented  the 
mini,  still  has  the  miniest  skirts  you 
will  find  anywhere  in  the  world,  ex- 
cept, perhaps,  in  Equatorial  Africa. 
London  isn't  rejecting  the  new  midi, 
but  it  isn't  going  wild  over  it  either. 
The  girls  wear  minis,  midis,  maxis, 
grannies  and  pants.  London  women  un- 
der 30  wear  them  interchangeably 
and  in  combination,  depending  on  the 
weather  and  on  the  mood  they're  in 
when  they  awaken  in  the  morning;  a 
mini  one  day,  a  midi  the  next;  in  win- 
ter, a  maxi  coat  over  a  mini  dress;  in 
spring  and  fall,  a  mini  over  pants. 

This  is  the  London  Look,  and  Lon- 
don fashion  experts  are  certain  that 
American  women  eventually  will 
adopt  it.  For  that  reason,  they  say,  if 
Seventh  Avenue  puts  all  its  chips  on 
the  midi,  "it  will  catch  pneumonia." 

The  certainty  stems  from  the  fact 
that  in  recent  years,  London  has  set  the 
pace  for  New  York,  Los  Angeles  and 
San  Francisco  in  fashion.  Legs  were  as 
familiar  as  lips— even  in  staid  London 
banking  houses— long  before  the  first 
minis  appeared  in  Fifth  Avenue  shop 
windows.  The  midi,  which  now.  has 
Seventh  Avenue  in  such  an  uproar, 
made  the  London  scene  on  Carnaby 
Street,  the  birthplace  of  the  mini,  and 
on  King's  Boad,  which  has  joined 
Carnaby  Street  as  the  fashion  center 
for  London's  swingers.  It  made  the 
scene  but  it  doesn't  dominate  it. 

London  designers  no  longer  worry 
particularly  about  skirt  lengths.  They 
adopt  the  attitude  of  Mary  Quant,  the 
high  priestess  of  the  London  fashion 
world,  who  two  years  ago  told  The 
Financial  Times,  "I'm  tired  of  all  this 


tizzy  about  the  hemline.  ...  All  these 
lengths  are  there  for  us  all  to  flirt 
with  whenever  we  like." 

A  quick  survey  of  London  secretaries 
the  other  day  indicated  that  Miss 
Quant's  attitude  is  good  business.  Said 
one:  "I'm  wearing  a  mini  today.  I 
just  felt  like  it.  I  have  midis,  too,  and 
I  have  a  couple  of  grannies  that  I 
wear  every  now  and  then  when  I'm 
in  the  mood." 

Curiously,  the  midi  started  with  the 
young,  not  with  the  middle-aged  la- 
dies who  once  decried  short  skirts.  In 
London  and  the  provinces  the  midi  is 
still  primarily  a  fashion  of  the  young. 
Women  over  30  resist  it.  Three  years 
of  experience  in  selling  midis  have 
demonstrated  this.  The  stores  where 
the  midis  have  been  snapped  up  are 
die  stores  that  cater  to  young  peo- 
ple like  Fenwick's,  Selfridges,  Harrods. 
Stores  with  an  older  clientele  have 
been  stuck  with  midis  when  they 
stocked  them. 

There  are  several  explanations  for 
this  youth-age  discrepancy.  Explain- 
ing why  the  very  young  wear  midis, 
Christopher  Fenwick,  director  of  mar- 
keting and  development  at  Fenwick's, 
says:  "Mary  Quant  busted  things  wide 
open  when  she  introduced  the  mini. 
The  mini  became  the  fashion  of  the 
permissive  society.  Wearing  a  mini  be- 
came a  way  for  girls  to  show  their  in- 
dependence of  die  old  taboos  in  dress. 
All  right,  the  girls  have  now  made 
their  point." 

As  for  the  older  ladies  shunning 
midis,  Sheila  Black,  of  The  Financial 
Times,  who  specializes  in  finding  out 
how  people  spend  their  money,  says: 
"Older  women  are  resisting  the  midi 
because  the  mini  is  the  first  fashion 
in  generations  that  makes  an  older 
woman  look  young.  In  die  Thirties,  an 
older  woman  who  dressed  to  look 
young  was  ridiculed.  People  said  she 
was  'mutton  dressed  as  a  lamb  chop.' 
Times  have  changed.  It's  all  right  for 
an  older  woman  to  want  to  look  young. 

"Now,  a  woman  who  actually  is 
young  doesn't  have  to  dress  to  look 
young.  She  can  wear  a  midi  or  a 
granny.  If  you're  a  grandmother,  you 
don't  want  to  wear  a  granny." 

It's  generally  thought  by  London 
retailers  that  young  women  are  the 
big  market  for  clothes.  That,  they  say, 
is  why  the  mini  caught  on.  Miss  Black, 
who  has  made  studies  of  who  spends 
what,  says  this  isn't  so,  tiiat  the  older 
girls  went  strong  for  short  skirts,  too. 
In  fact,  she  says,  the  real  buyers  of 
clothes  are  the  older  women.  "Wom- 
en under  30  are  responsible  for  only 
about  35%  of  the  buying,"  Miss  Black 
says.  "After  a  woman  gets  married, 
she  curtails  her  purchases  of  clothes 
for  a  while,  but  after  40,  women  start 
buying  again.  They  are  a  big  market." 
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Until  now,  New  York  has  followed 
the  London  fashion  pattern,  and  the 
rest  of  the  U.S.  has  followed  New 
York.  If  this  happens  again— and 
there's  no  reason  to  helieve  it  won't— 
manufacturers  and  retailers,  who  bet 
their  all  on  long  skirts,  are  in  for  a 
sad  surprise.  They  will  find  them- 
selves smothering  in  midis.  The  young 
people  may  buy  them,  but  the  older 


women,  who  are  responsible  for  the 
bulk  of  clothing  sales,  won't.  They'll 
continue  to  demand  minis. 

"And  you  know,"  says  Miss  Black, 
"you  can't  take  up  the  hem  of  the 
midi.  It's  not  cut  tkat  way. 

"There  will  really  be.  slaughter  on 
Seventh  Avenue.  If  a  manufacturer 
doesn't  offer  a  mixed  line,  he'll  go 
bankrupt." 


Everything  was  all  "in"  at  this  year's  Royal  Ascot,  Britain's  Kentucky  Derby. 


"Fashion  Will  Go 
Out  of  Fashion" 

Ellen  Melton  of  Forbes'  Los  An- 
geles bureau  is  an  exceptionally  per- 
ceptive reporter:  Just  13  months  ago, 
when  women's  liberation  was  still 
an  obscure  movement,  she  alerted 
Forbes  readers  to  a  coming  revolt 
of  women  (As  I  See  It,  Aug.  1,  1969). 
T-he  article  was  widely  reprinted.  Last 
month  Miss  Melton  talked  with  Rudi 
Gernreich,  the  West  Coast  fashion  de- 
signer, whose  topless  stunt  of  a  few 
years  back  foreshadowed  the  no-bra 
and  the  natural  look.  Gernreich,  for 
all  his  flamboyance,  is  an  intelligent 
and  thoughtful  man.  He  told  Miss 
Melton  that  he  sees  real  trouble  ahead 
for  the  fashion  business. 

How  do  you  feel  about  the  midi? 

Gernreich:  I'm  very  against  it.  I  feel 
it's  a  forced  issue  that  is  totally  wrong 
for  now,  because  it's  contrary  to  the 
liberation  of  women.  The  midi  is  a 
throwback  to  a  time  when  woman  was 
not  emancipated,  and  for  that  reason 
alone  it  just  isn't  logical.  It's  a  reac- 
tionary kind  of  industrial  imposition 
on  what  people  really  are  feeling. 

By  emancipated,  do  you  mean 
physically,  that  today  women  are 
more  active? 

Gernreich:  I  mean  emancipated  in 
all  areas.  The  midi  is  psychologically 
as  well  as  physically  restrictive.  Ac- 
tually, we're  moving  much  more  to- 
ward a  unisex-oriented  style  picture. 
I  think  pants  are  much  more  legiti- 
mate for  women  to  wear. 

Are  you  lengthening  clothes  at  all? 

Gernreich:  No.  The  things  I'm  de- 
signing for  Harmon  Knitwear— I've 
stopped  producing  myself— are  either 
mini  or  pants,  mostly  pants. 

Will  the  midi  be  a  failure? 

Gernreich:  It  certainly  will  be  a 
short-lived  thing  because  it's  definitely 
imposed,  all  over  the  world. 

Could  it  be  a  class  phenomenon, 
something  bought  only  by  the 
wealthy? 

Gernreich:  There  is  something  to 
that.  The  really  wealthy  woman  who 
is  involved  with  a  certain  special  kind 
of  life  is  still  very  haute  couture  ori- 
ented, and  will  probably  feel  that  in 
order  to  be  in  style  she  has  to  wear 
it;  whedier  she  likes  it  or  not,  she  will 
just  accept  it. 
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It  can't  answer  your  phone, 

wait  on  customers, 

or  order  your  morning  coffee, 

but  it  can  count  money,  checks,  tickets, 
etcetera, 

date  record  forms,  pay  envelopes, 

etcetera, 

cancel  checks,  merchandise  premiums, 

etcetera, 

code  business  reply  cards,  etcetera, 

endorse  checks,  count  tab  cards, 

etcetera, 

number  record  forms,  etcetera, 

imprint  codes,  colors  and  sizes  on  labels, 

etcetera, 

batch  labels,  etcetera, 

and  etcetera,  etcetera,  etcetera, 

and  still  send  your  employees  home 
at  five. 


This  is  it. 


[pja  Pitney -Bowes 

=  TICKOMETERS 

Name Company. 


The  Pitney-Bowes  Tickometer.  It  does  all  the  above  counting  and  imprinting  jobs,  and 
the  etceteras.  (We  couldn't  possibly  list  them  all  here.  Besides,  your  business  will  find 
some  we  don't  even  know  about.)  At  speeds  from  400  to  1000  per  minute.  As  many  as 
50,000  items  per  hour.  With  100  percent  accuracy.  (Automatically  stops  for  double  or 
faulty  items.)  You  can  use  it  all  day  for  less  than  the  cost  of  1  hour  of  handwork.  So 
spare  your  employees'  hands  and  your  pocket  by  putting  this  machine-of-all-work  on 
the  iob.  And  save  the  office  morale. 

Please  send  me  more  information  about  the  Pitney-Bowes  Tickometer. 


Street City State Zip 

Se-^  ■  ;s  Inc  ,  1728  Wa'nut  Street.  Stamford.  Conn  06904.  or  call  one  ot  our  190  offices  throughout  the  U    S   and  Canada    50  Years  of  Solving  Paper-Handling  Problems. 

ers    Addresser-Printers.  Counters  &  Imprinters,  Scales.  MailOpeners,   Collators,  Copiers.  Fluidc  Controls,  Labeling,  Marking  and  Plast.c  Card  Systems. 
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Danger?  In  a  poor  society,  people  often  show  their  prosperity  by  what 
they  put  on  their  backs.  Will  an  affluent  society  eventually  lose  interest 
in  this  kind  of  display?  Some  sociologists  think  they  may— such  pre- 
dictions have  the  garment  industry  worried.  Straw  in  the  wind:  These 
young  people  fabove)  express  their  individuality  by  dressing  in  cast- 
offs,   including  Army  surplus  uniforms  and   other  iconoclastic   goodies. 


What  has  been  your  observation  of 
the  general  acceptance  of  the  midi- 
length  style?  I've  seen  one  here,  at 
Saks.  .  .  . 

Gernreich:  I  think  it's  more  worn  in 
New  York  and  in  Paris. 

Are  you  saying  that  fashion  de- 
signers will  no  longer  be  in  a  position 
to  dictate  what  most  women  will 
wear? 


name  designers  is  practically  over  at 
this  point. 

Why? 

Gernreich:  It's  an  independence- 
people  just  don't  like  to  be  dictated  to 
in  any  area,  so  why  should  they  be 
told  what  to  wear  by  a  hunch  of 
designers? 

lloic  about  haute  couture? 


Gernreich:  1  think  the  impact  ol  the        Gernreich:  It's  dying.  It  applies  to  a 


smaller  and  smaller  group  of  people 
constandy.  Haute  couture  is  really 
synonymous  with  Paris  fashions,  and  if 
you  look  at  all  die  great  French 
houses,  you'll  see  that  they're  paying 
more  attention  to  their  ready-to-wear 
collections  than  to  their  couture'  col- 
lections. They  have  to  because  they 
can't  exist  on  haute  couture  anymore. 

But  you  indicated  the  wealthy  are 
still  loyal  to  haute  couture. 

Gernreich:  To  a  diminishing  degree. 
And  not  because  they  cannot  afford 
it;  their  attitudes  are  beginning  to 
change.  A  very  contemporary  type  of 
woman  today  who  is  involved  with 
more  serious  things  feels  a  little  tacky 
flaunting  a  terribly  expensive  ward- 
robe; she  just  won't  feel  right,  and 
more  and  more  people  are  like  that. 

Some  of  your  former  customers,  for 
example? 

Gernreich:  Very  definitely.  Many 
women  who  used  to  spend  a  lot  of 
money  on  clodies  are  just  not  inter- 
ested in  doing  that  anymore. 

Were  you  serious  about  the  hairless 
look? 

Gernreich:  That  really  was  an  ab- 
stracted idea  of  what  might  happen  in 
the  future,  around  the  year  2000.  It 
has  nothing  to  do  with  right  now.  It 
was  a  projection  of  what  might  pos- 
sibly happen,  based  on  what  we  know 
scientifically   the   world  will  be   like. 

Did  you  abandon  most  of  your  de- 
signing because  of  a  boredom  with 
fashion  or  a  repulsion  with  the  midi? 

Gernreich:  No,  it  was  based  on  what 
I've  just  said.  The  clothes  I  was  pro- 
ducing myself  became  too  expensive; 
I  didn't  want  to  cater  to  the  very  small 
percentage  who  could  afford  them.  At 
the  knit  house  I  work  with,  the  prices 
are  logical  for  today,  they're  not  out 
of  line.  This  was  primarily  why  I  did 
it.  It  has  to  make  sense  to  me;  and 
what  I  was  doing  in  my  own  produc- 
tion started  not  to  make  sense. 

Where  will  skirt  lengths  settle? 

Gernreich:  I  couldn't  predict.  It's  still 
so  volatile— it's  all  over  the  place.  I  see 
no  particularly  strong  trends  toward 
any  one  length. 

If  you're  right,  this  is  a  major  break 
from  the  past,  when  fashion  dictated 
and  women  just  fell  in  line. 

Gernreich:  Of  course.  Fashion  will 
go  out  of  fashion.  ■ 
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Long  Distance. 

Dial  yourself  and  save. 

Our  dial-it-yourself  Long  Distance  rates 
can  make  your  telephone  dollars  go 
twice  as  far.  For  example,  when  you 
dial  a  coast-to-coast  call  without  operator 
assistance  instead  of  placing  a  person- 
to-person  call  through  the  operator, 
you  pay  $1.35  plus  tax  for  three 
minutes  instead  of  $3.30. 
So  you  save  $1.95. 

That's  from  8  a.m.  to  5  p.m.,  Monday 
through  Friday.  At  other  times,  you 
save  even  more. 

Dial  your  Long  Distance  calls  when- 
ever you  can,  rather  than  call 
person  to  person.  You'll  save. 
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Which  Style  Will  Prevail?  Many  men 
—  and  women— plump  for  the  mini; 
the  fashion  establishment  is  pushing 
the  midi  or  the  maxi  (as  in  Henri  Ben- 
del's  fall  outfit  at  right);  many  wom- 
en, confused,  are  settling  on  the  pants 
suit,  not  unlike  the  one  worn  by  the 
Eastern  Air  Lines  hostess  (above 
right).  Take  your  pick. 

All  of  which  adds  up  to  a  defeat 
for  the  fashion  dictators  who  decreed: 
midi  or  nothing.  In  fact,  some  of  the 
smarter  stores  have  bowed  to  fate: 
Manhattan's  Peck  &  Peck  proclaims 
in  its  window:  "We  have  all  lengths 
.  .  .  including  miniskirts."  And  in  a 
recent  advertisement,  Lord  &  Taylor, 
the  high-fashion  specialty  store,  said: 
"The  day  is  past  when  the  American 
woman  can  be  told  what  to  wear.  .  .  . 
This  season  it's  not  what  they're  wear- 
ing, it's  what  you're  wearing.  .  .  .  Yes, 
you'll  see  longer  skirts,  longer  dresses, 
longer  coats.  .  .  .  But  that  doesn't  mean 
you  juniors  can't  wear  your  favorite 
above-the-knee  length.  Lord  &  Taylor 
has  them  all." 

Quite  a  break  with  the  midi-or- 
noth'mg  decrees! 


a  metal 
consumer? 


Nutritionists  have  discovered  that  zinc  deficient  soils  can  cut  crop 
(lields  and  cause  sickly,  stunted  animals.  Zinc  added  to  the  soil  pro- 
motes healthy  crops  and  fruit  trees.  Because  it  forms  part  of  the 
inzyme  systems  that  regulate  biological  processes  in  animals,  zinc 
((mproves  the  growth  rate  of  cattle  and  poultry  and  helps  prevent 
Ikin  diseases  and  bone  disorders. 

I  Zinc  tonnage  for  agricultural  use  is  minor... but  important.  The 
laajor  uses  for  zinc  are :  for  galvanizing  steel ...  for  die  casting  pre- 
jision  parts... to  make  paints  corrosion  resistant... and  for  sacri- 
licial  anodes  on  ships  and  pipelines. 

Asarco  is  one  of  the  world's  largest  producers  of  zinc.  We  also 
{nine  and  refine  a  variety  of  materials-copper,  silver,  lead,  asbestos 
|ind  many  others-which  are  vital  to  industrial  progress. 
I  Confident  in  the  future  for  these  materials,  Asarco  is  investing 
|nillions  of  dollars  annually  to  find  new  mineral  deposits  and  to  ex- 
pand the  market  for  our  metals  and  alloys. 
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ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 

120  BROADWAY,  NEW  YORK,  N.  Y.  10005 


Cities  Service  researchers 
breathe  easier  when  you  do. 
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Up  and  Down  with  Newton  Glekel 

His  corporate  empire  is  in  trouble  these  days,  but  pity  not  Newton  Glekel. 


When  the  annals  of  the  Great  Hot 
Stock  Market  are  written,  the  name 
Newton  Glekel  will  have  a  place. 
What  kind  of  place?  Well,  let's  say 
an  almost  unique  place.  While  others 
were  riding  high  on  glamour  stocks, 
Glekel  was  riding  high  on  the  most 
mundane  kind  of  companies.  His  big- 
gest holdings  were  in  ladies'  ready-to- 
wear  establishments  and  in  a  big  De- 
troit meat  and  sausage  company. 
With  Glekel  behind  them.  Beck  In- 
dustries (shoes  and  clothing)  and 
Hygrade  Food  Products  (meat  prod- 
ucts) put  on  spectacular  perfor- 
mances. In  1968  Beck  zoomed  from 
5X  to  40.  Hygrade  from  198  to  83. 

And  today?  Well,  what  can  you  ex- 
pect from  hot  stocks  in  a  cold  stock 
market.-1  Hygrade  was  recently  at  14. 
Beck  was  down  to  4  and  a  fraction— 
before  trading  was  suspended  in  July. 
But  it  was  a  nice  ride  while  it  lasted. 

Actually,  Glekel's  corporate  ride 
started  nearly  15  years  ago.  Until  he 
was  40,  Glekel  was  a  New  York  real 
estate  man  and  lawyer.  After  running 
a  couple  of  small  companies,  lie  got 
control  of  a  smallish  delivery-truck 
maker  and,  chiefly  by  acquisition, 
built  it  into  a  $100-million-a-year 
maker  of  school  bus  bodies,  hearses, 
ambulances  and  mobile  homes,  Div- 
co-Wayne  Industries. 

In  1067  Glekel  and  Chairman  Har- 
old Drimmer  sold  control  of  the  corn- 
pans  to  Boise  Cascade.  They  traded 
their  holdings  for  Boise  shares;  a  few 
months  later  Boise  made  an  offer  to 
the  rest  of  Divco-Wayne's  sharehold- 
ers and  ended  up  owning  the  compa- 
ny. In  addition  to  $8  million  or  so 
worth  of  Boise  stock— most  of  which 
he  has  since  sold— Glekel  got  another 
goody:  a  SI -million,  five-year  contract 
at  $200,000  a  year.  It  was  called  an 
"employment,  consultation  and  non- 
competition agreement."  Glekel  is  still 
thawing  §200,000  a  year  under  it. 
Asked  about  the  contract,  a  Boise 
spokesman  admits  that,  to  date,  Boise 
has  not  "consulted"  with  Consultant 
Glekel  since  he  left  Divco-Wayne. 

Onward 

Did  Glekel  then  retire  on  his  lau- 
rels? Not  at  all.  He  bought  10%  of  the 
stock  of  another  company,  A.S.  Beck 
Shoe  Corp.,  a  retailer.  But  Glekel 
wasn't  just  going  into  the  shoe  busi- 
ness. Beck  began  making  acquisitions 
of  small  retailers  of  all  kinds  of  ap- 
parel as  well  as  furniture.  Beck,  now 
renamed  Beck  Industries,  soared  on 
the  American  Stock  Exchange.  With 
Beck's  stock  price  high  and  his  fame 


spreading,  Glekel  was  able  to  acquire 
29  companies  for  Beck  Industries, 
paying  with  cash,  stock  and  deben- 
tures. In  two  years,  Beck's  sales  went 
from  $56  million  to  $201  million. 

Late  in  1968  Glekel  negotiated  to 
buy  control  of  Hygrade  Packing  from 
the  Slotkin  family,  which  controlled 
it.  He  and  his  associates  bought  the 


Times  Change.  Speaking  of 
Beck  Industries,  Newton  Glek- 
el says:  "In  the  climate  of 
the  times  [19681  the  compa- 
ny was  a  good  investment." 


Slotkin's  23%  interest  at  about  $40  a 
share.  Hygrade  was  closing  old,  in- 
efficient plants  and  pushing  sales  of 
processed  meats  vs.  lower-margined 
fresh  meats.  Investors  were  buying. 
Hygrade  stock  soon  was  83. 

On  his  way  to  the  top  of  stock 
charts,  Glekel  had  some  big-name 
backers.  Brown  Brothers  Harriman 
was  a  big  holder  of  Hygrade  stock 
for  customer  accounts.  Manufacturers 
Hanover  Trust  Co.  bought  $6  mil- 
lion in  Beck  debentures,  convertible 


into  common  at  $26.11  a  share.  John 
Hancock  Mutual  Life  Insurance 
bought  $4  million  in  debentures  that 
were  convertible  at  $29.78  a  share. 

But  where  is  Newton  Glekel's  tal- 
ented touch  now?  It  seems  to  flourish 
chiefly  in  bull  markets.  Last  July,  with 
Wall  Street  in  the  grip  of  the  Bear, 
Beck  had  to  drop  a  plan  to  raise  $15 
million  through  F.I.  duPont,  Glore, 
Forgan  &  Co.  On  July  10  the  Ameri- 
can Stock  Exchange  stopped  trading 
in  Beck  shares.  Beck  said  it  request- 
ed the  suspension  while  it  was  ne- 
gotiating changes  in  its  financial 
structure.  A  week  later,  the  compa- 
ny's president  Charles  F.  McDevitt, 
who  had  been  hired  to  help  make 
acquisitions,  resigned. 

Since  then  Beck  has  sold  several 
of  its  properties,  including  Judy's 
Merchandising  and  Watkins  Furniture, 
using  the  cash  to  pay  down  some  of 
the  $30  million  in  long-term  debt 
it  incurred  in  its  expansion  and  ac- 
quisition program.  Late  last  month 
two  of  the  acquired  companies  filed 
Chapter  XI  bankruptcy  petitions. 
They  were  H.  Liebes  &  Co.,  a  San 
Francisco-based  women's  apparel  re- 
tail chain,  and  Peddler's,  a  Midwest 
women's  wear  chain. 

Dilution  Ahead? 

Beck  has  other  troubles.  On  four  dif- 
ferent acquisitions— Wilson  Shoe,  Peo- 
ple's Furniture,  Webster  Clothes  and 
Hartog  of  California— Beck  guaran- 
teed that  the  Beck  stock  it  issued 
would  be  worth  so  much  at  a  certain 
time.  If  it  weren't,  Beck  would  issue 
additional  stock.  On  the  Wilson  Shoe 
deal,  Beck  may  have  to  issue  as  many 
as  263,154  new  shares— an  8%  dilution 
based  on  the  number  of  Beck  shares 
now  outstanding.  Beck  says  no  figures 
are  available  on  the  possible  dilution 
from  the  other  three  agreements,  but 
that  the  three  combined  represent 
considerably  more  potential  dilution 
than  the  Wilson  deal  alone.  Glekel  is 
trying  to  get  all  of  these  agreements 
changed. 

Brooklyn-born  Glekel  now  dwells  in 
a  lavish  apartment  on  Park  Avenue 
and  eats  lunch  at  fashionable  Man- 
hattan restaurants  like  Twenty  One.  To 
be  sure,  he  has  taken  a  sharp  paper 
loss;  his  Beck  and  Hygrade  shares  are 
worth  only  $3  million,  not  the  $20 
million  they  were  worth  at  the  top. 
But  he's  still  living  high;  he's  getting 
the  $200,000  a  year  from  Boise. 

Some  of  the  banks  and  investment 
houses  that  followed  Glekel  must  be 
unhappy.  So  are  many  individual  in- 
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\  regal  charm 
in  San  Diego  for 
those  who  cherish 
elegance  and  service. 

The  Westgate  Plaza  Hotel  is  the 
most  lavish  hotel  built  in  the 
twentieth  century.  Antiques  and 
custom-crafted  furniture  grace  its 
twenty  floors  of  luxury.  It  is  in  the 
heart  of  downtown  San  Diego 
across  the  street  from  the  civic 
theatre  and  convention  center,  yet 
only  10  minutes  from  the  airport 
Cuisine  and  service  are  without 
peer. 

If  you're  not  planning  a  trip  to 
San  Diego  soon,  then  maybe  you 
should.  The  Westgate  Plaza  is 
reason  enough.  Rates  from  $26 

jfa    Luxury  suites  with 
YtJfeV  personal  butler  service 
SSzjf  and  ocean  view. 

Westgate  Plaza  Mtel 

1055  Second  Avenue     San  Diego  92101 
(714)  232-5011 

Instant  toll  free  reservations  (800)  228-9290 
or  phone  your  travel  agent 


A  Property  of  W<"jtRate-Califoinra  Corporation 


vestors.  But  perhaps  the  unhappiest 
of  all  are  some  of  the  entrepreneurs 
who  sold  their  businesses,  fruits  of  a 
lifetime  of  hard  work,  to  Beck. 

Take  Marcia  and  Lawrence  Israel. 
They  sold  their  Judy's  women's  ap- 
parel chain  in  California  to  Beck  last 
year  for  $8.6  million  in  cash  and  de- 
bentures. Last  month  they  bought 
Judy's  back  by  cancelling  the  re- 
maining $4.6  million  in  debentures  and 
paying  an  undisclosed  amount  of  cash: . 
Lawrence  Israel  says :  "We  were  lucky. 
We  had  senior  debt  and  cash."  Israel 
implies  those  who  got  common  stock 
were  not  so  fortunate. 

Another  who  sold  his  company  to 
Beck  and  then  got  it  back  again  is 
Jack  A.  Buller,  president  of  apparel 
maker  Bomay  of  California  in  San 
Francisco.  "We  exchanged  stock,"  says 
Buller.  "Beck  guaranteed  to  buy  its 
stock  back  in  15  months  for  cash.  We 
exercised  our  put,  but  they  didn't  have 
the  cash.  So  the  acquisition  was  re- 
scinded." Buller  still  has  a  real  com- 
plaint: "We  lost  a  few  million  dollars. 
We  could  have  sold  to  somebody  else. 
We  picked  the  wrong  company,"  he 
says.  Will  he  sell  again?  "Oh,  yes— if 
somebody  has  cash." 

Plain  Stung 

The  Israels  and  Buller,  though,  are 
sitting  pretty  compared  with  those 
who  took  Beck  stock  without  guaran- 
tees. Take  Howard  Silver,  66.  He 
thought  he  had  set  up  an  estate  for 
his  children  by  selling  Watkins  Furni- 
ture Co.,  Cleveland,  to  Beck  for  pre- 
ferred stock  then  convertible  into  Beck 
common  at  $26  a  share.  Beck  has 
since  sold  Watkins  to  a  third  company 
to  raise  cash,  and  Silver  has  cancelled 
his  Watkins  employment  contract. 

And  what  does  Newton  Glekel  say 
to  all  this?  He  is  quite  philosophical: 
"I  wonder  sometimes  whether  a  man 
is  a  product  of  his  ability  or  a  product 
of  the  times.  The  day  Nixon  was 
elected  we  all  should  have  realized  he 
was  going  to  try  to  shrink  the  econ- 
omy and  end  inflation.  It  was  time  to 
pull  in  your  belt  and  start  working  un- 
der the  old  Puritan  ethic,  'don't  spend 
anything  until  you  have  it  in  your 
pocket.'  " 

What  about  the  minority  stockhold- 
ers? And  those  who  sold  their  busi- 
nesses to  Beck?  "I  feel  tremendous  re- 
sponsibility," he  replies.  "That's  why 
lor  nine  weeks  I  have  worked  prac- 
tically clay  and  night." 

And  that's  where  the  matter  now 
tests:  Newton  Glekel  feels  bad  and 
a  good  many  people  who  invested 
witli  him  feel  poor.  You  can  blame  the 
whole  thing  on  the  Puritan  ethic— as 
Glekel  does.  Or  you  can  ask  whether 
his  financial  touch  ever  was  quite 
what  it  was  cracked  up  to  be.  ■ 


False  Hope.  Newton  Glekel 
is  not  the  first  to  try  to  turn 
around  a  lowly  meat  packer. 
It  looks  so  simple:  Improve 
those  low  profit  margins  just 
a  fraction  and  earnings  will 
soar.  The  result  of  past  ef- 
forts? Well,  the  industry's 
margin  still  hovers  near  I  % . 
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All  our  bankers  aren't  bankers,  anymore. 


Meet  one  of  the  contributing  factors. 

Charles  Rumble  is  the  head  of  our 
Factoring  Division.  He  came  to  First 
Pennsylvania  Bank  in  1967  with  over 
20  years'  experience  in  factoring  and 
accounting.  With  his  background  we 
are  able  to  provide  businesses  with  this 
specialized  financing  service  previously 
unavailable  in  the  Philadelphia  area. 
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Why  did  we  bother?  Because  many 
companies  who  factored  elsewhere  were 
customers  of  ours,  and  we're  in  busi- 
ness to  meet  all  their  financial  needs. 

And,  selfishly,  we  were  concerned 
that  the  factoring  relationships  they 
already  had  often  led  to  other  types  of 
financial  assistance,  directly  competi- 


tive with  our  own  banking  services. 

So  we  hired  Charles  Rumble,  and 
built  a  Factoring  Division. 

That  alone  doesn't  make  us  an  un- 
usual bank,  but  it's  a  good  example  of 
our  increasing  expansion  into  tradi- 
tionally unbanklike  areas.  And  that's  a 
pretty  strong  factor  in  our  growth. 


First  Pennsylvania  Bank 


The  First  Pennsylvania  Banking  and  Trust  Company 
15th  and  Chestnut  Sts.,  Philadelphia,  Pa.  19101 
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Where  Are  the  Fat  Years? 

Both  Texas  Gulf  and  Freeport  have  been  scrambling  to  diversify.  And 
with  good  reason;  coming  up  is  the  biggest  sulphur  glut  in  history. 


There's  one  thing  about  lean  years, 
the  fat  years  are  never  far  behind,  or 
that's  the  way  the  sulphur  industry  has 
tended  to  view  the  recurring  swings 
from  shortage  to  surplus  that  have  be- 
set it  through  most  of  its  history.  But 
what  worries  most  sulphur  men  these 
days  is  that  the  industry  has  been  in  a 
state  of  oversupply  for  three  years 
now,  ever  since  1967,  and  there's  no 
end  in  sight.  Even  Texas  Gulf  Sulphur 
and  Freeport  Sulphur,  which  produce 
almost  90%  of  die  U.S.'  7.1-million-ton 
output  of  mined  sulphur,  grow  a  little 
peevish  these  days  when  you  ask  what 
their  prospects  are.  "The  sulphur  busi- 
ness is  very  profitable,"  says  Texas 
Gulf  President  Charles  F.  Fogarty, 
"though  it  is  not  as  profitable  this  year 
as  last  year.  I  wouldn't  predict  it  be- 
yond next  month." 

The  fact  is,  that  though  the  U.S. 
Gulf  posted  price  is  down  only  $2  a 
ton  from  the  $42-a-ton  peak  in  1968, 
sulphur  sells  in  the  U.S.  for  under 
$27  a  ton,  in  Rotterdam  for  $22  a 
ton,  and  in  Vancouver  for  as  little  as 
$15.  What  worries  producers  every- 
where is  that  there's  every  reason  to 
think  that  the  situation  is  going  to  get 
worse.  Much  worse.  And  the  haylcon 
days  of  high  sulphur  earnings  are  over. 

Selling    By-Products 

In  the  grey  light  of  the  morning  af- 
ter, the  industry  has  begun  to  take  a 
sober  second  look  at  its  market  pros- 
pects. The  big  growth  in  demand  was 
powered  by  fertilizer,  which  absorbs 
a  good  half  of  the  world's  sulphur  out- 
put. But  where  a  few  years  ago  ex- 
perts were  predicting  a  100%  gain  in 
fertilizer  consumption  over  the  next 
five  years,  most  have  now  lowered 
their  sights.  By  1975  the  Tennessee 
Valley  Authority  estimates,  world  con- 
sumption will  rise  only  50%,  with  con- 
sumption in  Europe,  the  U.S.'  chief 
export  market,  up  a  mere  18.4%.  That's 
only  the  half  of  it.  Phosphate  fertiliz- 
ers account  for  about  40%  of  sulphur 
demand  and  these  are  the  weak  sisters 
of  a  weak  industry.  The  TVA  can  do 
no  better  than  a  44%  worldwide 
growth  forecast  for  phosphate  fertiliz- 
ers by  1975. 

Putting  it  all  together,  Texas  Gulf's 
market  research  manager,  Dr.  Serge 
Levitsky,  predicts  that  sulphur  con- 
sumption will  rise  only  1.5  million 
tons  annually. 

Hut  look  what's  waiting  to  meet  it. 

As  prospective  demand  has  eased 
off,  a  Hood  tide  of  low-priced  sulphur 
has    begun    to    move    into    the   mar- 
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ket.  In  response  to  the  demand  for  low- 
sulphur  fuels  as  a  means  of  curtailing 
air  pollution,  producers  have  begun 
building  desulphurization  facilities  to 
remove  sulphur  from  oil  and  natural 
gas,  and  this  has  already  brought 
enormous  quantities  of  by-product  sul- 
phur into  the  market.  Thanks  to  the 
expansion  of  sulphur  recovery  facili- 
ties, Canada,  for  instance,  expects  to 
increase  its  capacity  by  57%  or  3  mil- 
lion tons  by  the  end  of  1971. 

Oil  desulphurization  in  the  Persian 
Gulf,  Japan  and  the  Caribbean  will  add 
another  2  million  tons.  And  as  if  that 
weren't  bad  enough,  Poland,  which 
has  been  dumping  low-cost  sulphur  on 
the  world  market,  is  expected  to  ex- 
pand her  exports  by  another  million 
tons  by  1971.  In  the  U.S.,  Duval  Corp., 
a  subsidiary  of  Pennzoil  United,  re- 
cently brought  1.5  million  tons  of  ca- 
pacity on  stream  at  a  vast  new  low- 
cost  deposit  in  Texas  and  already  plans 
to  expand  it  to  2.5  million  tons.  All 
told,  the  known  additions  to  the  world 
sulphur  supply  come  to  9  million  tons 
over  the  next  five  years.  But  that  isn't 
all.  Prospective  additions  from  the  So- 
viet Union,  West  Germany,  Italy,  Mex- 
ico, oil  desulphurization  and  even 
stack-gas  desulphurization  could  easily 
add  another  9  million  or  more. 

Never  Look  Back 

If  the  handwriting  is  on  the  wall, 
Texas  Gulf  and  Freeport  long  ago 
read  it.  Since  1960  both  have  diver- 
sified far  beyond  sulphur,  with  Texas 
Gulf  now  dependent  on  sulphur  for 
less  than  50%  of  its  sales.  "If  it's  in 
natural  resources,"  Fogarty  says,  "we'll 
be  there."  And  it  already  is— in  phos- 
phate and  potash,  lead,  zinc  and  sil- 
ver. By  1972  Texas  Gulf  will  be  in 
iron  ore  as  well. 

Freeport  is  just  a  step  behind.  Sul- 
phur still  accounts  for  about  75%  of  its 
revenues,  but  it  has  added  kaolin, 
phosphoric  acid,  oil,  gas,  potash  and 
nickel.  It  has  also  found  asbestos  in 
Mexico,  nickel  in  Australia  and  the 
company  has  already  begun  to  develop 
a  massive  copper  orebody  in  Indo- 
nesia (Forbes,  May  1). 

But  neither  company  has  gone  far 
enough.  Though  Texas  Gulf  earned 
20.5%  on  its  equity  in  1969  and  Free- 
port  12.5%  in  the  first  half,  as  sulphur 
prices  slid  downward,  Texas  Gulf's 
earnings  were  off  28%,  Freeport's  near- 
ly 55%.  And  the  end  is  nowhere  yet 
in  sight. 

And  where  are  the  fat  years  now? 
Gone  with  the  snows  of  yesteryear.   ■ 
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Harrys  loaded  aga 
say  let's  fire  him" 


io 


Harry  is  a  great  guy,  really.  Everybody  says  so. 
Darned  good  welder,  too. 

Except  when  he's  drinking.  And  Harry  seems  to 
be  drinking  most  of  the  time. 

Because  of  alcohol  Harry  missed  11  days  from 
work  last  month.  What  do  you  do  with  an  em- 
ployee like  Harry?  Fire  him? 

Here  at  Bethlehem  we  have  a  better  solution. 
Better  for  Harry,  better  for  us.  We've  developed 
a  corporation-wide  alcoholism  program  built  on 
rehabilitation.  Each  employee  with  a  drinking 
problem  is  urged  to  seek  help  through  this  plan. 

It's  working,  too.  In  the  five  years  of  the  pro- 
gram's life,  over  60%  of  the  enrollees  have 
made  dramatic  progress  toward  recovery.  Some 
cases  are,  of  course,  hopeless.  Such  people 
simply  cannot  hold  a  job. 

The  alcoholic  is  a  person  with  a  serious  illness; 
indeed,  alcoholism  is  the  nation's  #1  neglected 
health  problem.  Yet  there's  a  better  than  even 
chance  that  the  problem  drinker  can  be  saved 
from  his  affliction. 

Typically,  the  alcoholic  is  talented  and  in- 
telligent. To  discard  him,  then,  is  indefensible. 
To  try  to  salvage  him  is  the  only  answer,  on 
both  economic  and  humanitarian  grounds. 

We  hope  we  are  seeing  the  dawn  of  a  day  when 
every  business  and  every  citizen  views  the  alco- 
holic for  what  he  is:  sick,  but  not  sickening. 
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We're  going  to  be  No  2  in  the  computer  business 
by  being  No  1  in  everything  we  do  for  you. 


There'll  always  be  that  One 

Big  Competitor.  But  No.  2, 

move  over.  We're  moving  in. 

By  digging  deeper  than  ever.  By 

being  the  easiest  computer 

company  you  ever  did  business 

with.  By  doing  things  nobody 

else  has  done. 

It  starts  with  you,  with  what 

you  need. 

We  asked  600  major  computer 

users  what  they  want  most  from 

a  computer  company.  And 

that's  what  RCA  is  giving  you. 

You  get  easier  computing. 

The  Octoputers  are  built  to  work 

with  people.  They're  the  No.  I 

communicators. 

They  put  us  a  generation  ahead 

in  remote  computing. 

You  get  more  performance  for 

your  money.  One  reason 

is  virtual  memory,  more 

memory  for  the  dollar. 

It's  the  trend  of 


the  future.  And  we've  been  a 
leader  from  the  start. 
You  get  easier  conversion. 
A  lot  of  good  our  computers 
would  be  if  you  couldn't 
switch  over  to  them.We've 
designed  our  hardware  and 
software  to  make  conversion 
from  IBM  systems  a  snap. 


Ask  some  of  our  customers 

who've  switched. 

You  get  easier  ways  to  get 

computers,  too.  Our  unique  6-year 

contract  can  save  you  up  to  15% 

over  our  standard  rentals. 

And  you  can  get  our  systems 

support  either  bundled  or 

unbundled.  Whichever  is  better 

for  you.  No  other  major  computer 

maker  lets  you  choose. 

We  make  you  No.  I  by  giving  you 

what  you  want.  It's  the  only  way 

we'll  get  to  be  No.  2. 

It's  working.  Our  computer  sales 

in  1969  were  up  45%  over  1968. 

And  we  had  more  new  customers 

the  first  six  months  of  1970  than 

in  all  of  69. 

We're  moving  up  by  digging  in. 

Next  stop:  No.  2. 
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An  Unusual  Twist 

Madison  Square  Garden  wanted  Roosevelt  Raceway.  So  did  Phil 
Levin.  Who  won?  Apparently  Roosevelt's  minority  stockholders  did. 


Like  many  another  company  these 
davs.  the  Madison  Square  Garden 
Corp..  a  big  name  in  sports  and  enter- 
tainment, has  gotten  itself  into  a  casl, 
problem.  In  trying  to  get  out  of  it. 
the  Garden,  a  Big  Board-listed  com- 
pany, may  have  gotten  itself  into  an 
even  worse  bind. 

After  heavy  losses  in  the  spring  of 
1969,  Chairman  Irving  Mitchell  Felt 
tried  to  acquire  Boosevelt  Raceway, 
Inc.,  the  Long  Island  trotting  track, 
for  the  Garden.  Obvious  attractions: 
prime  real  estate  (12  commercial 
buildings  and  208  acres  ripe  for  de- 
velopment); ample  earnings  ($2.20  a 
share  on  revenues  of  $25.2  million); 
its  current  debt  (a  modest  $8  mil- 
lion); and— best  of  all-current  cash 
flow  of  S8  million. 

But.  alas,  someone  else  had  the 
same  idea.  Phil  Levin's  Transnation 
Development  Corp.,  which  owns  two 
Chicago  racetracks,  began  wrestling 
the  Garden  for  Roosevelt  I  Fokbi  - 
Dec.  1.  1969).  It  was  a  fierce  battle 
while  it  lasted,  with  both  sides  buying 
stock  in  a  series  of  big-money  trans- 
actions. When  the  fighting  stopped, 
the  Garden  and  Transnation  were 
joined  in  a  sticky  mess.  Today  the 
two  companies  are  stuck  with  minor- 
it)  stock  holdings  purchased  at  high 
prices  and  a  belligerent  band  of  hold- 
out Roosevelt  shareholders. 

Together,  the  Garden  (37.5%),  and 
Transnation  (26.41).  would  have  ap- 
parent control  of  Roosevelt.  But  as  the 
track's  82-year-old  founder-president 
George  Levy  notes,  'That  isn't  enough 
to  get  their  hands  on  our  cash." 

The  obvious  solution— buying  out 
the  remaining  smaller  shareholders 
and  taking  unquestioned  control  of 
Roosevelt— is  beyond  the  pair's  imme- 
diate grasp.  The  two  companies  shelled 
out  about  $20  million  in  cash  for  their 
holdings  to  date.  They  lack  the  cash 
to  buy  the  rest,  and  paper— that  is, 
convertible  securities— isn't  very  popu- 
lar these  days. 

Further,  neither  can  unload  its 
shares  in  today's  market  without  suf- 
fering multimillion-dollar  losses.  In 
short,  they're  stuck.  Here's  how  the 
Garden  got  into  the  mess. 

A  Cash  Eater 

Garden  management  has  created  an 
entertainment  and  real  estate  compa- 
ny that  has  an  enormous  appetite  for 
cash.  In  1963  it  began  building  the 
new  Madison  Square  Garden  Center 
and  adjacent  office  building  atop  New 
York's  Pennsvlvania  Station.  In  build- 


ing it,  management  spent  more  and 
got  less  than  expected.  When  the 
complex  was  completed  in  1968,  a 
year  late,  the  sports  center  alone  had 
cost  about  $50  million,  S6  million  over 
budget.  And  plans  for  a  second  of- 
fice building  and  a  high-rise  hotel  had 
been  scrapped  along  the  way. 

The  complex'  debt  and  overhead 
immediately  began  pressing  company 
resources.  By  May  1969,  the  Garden's 
long-term  debt  was  up  from  $53.7 
million  in  fiscal  1968  to  S94.7  million, 
a  $41 -million  jump.  And  total  debt 
service  was  over  $1  million  a  month. 
Also,  operating  costs  hit  $102,000  a 


a  share  in  cash  and  seven-year  notes 
was  a  full  $20  a  share  above  the 
stock's  trading  price  at  the  time.  (It 
was  recently  around  33.)  In  all,  the 
Garden  got  26.4%  of  Roosevelt's  1.3 
million  shares  in  July  for  $17.2  million. 

In  spite  of  the  high  prices,  Felt  an- 
nounced in  August  1969  that  he 
sought  100%  of  Roosevelt.  He  might 
have  gotten  it  were  it  not  for  Trans- 
nation's  September  tender  offer  for 
30%  of  Roosevelt's  stock  at  $46.50  a 
share.  Felt  countered  with  a  deal, 
which  prompted  the  Securities  &  Ex- 
change Commission  to  sue.* 

The  SEC  charged  that  Garden  ex- 


day— 365  days  a  year.  By  comparison, 
it  cost  only  $25,000  a  day  to  operate 
the  old  Garden  in  1965. 

The  bottom  line  was  bright  red  in 
fiscal  1669,  with  a  loss  of  $2  million, 
or  21  cents  a  share,  on  revenues  of 
$43.9  million.  (The  Garden  earned 
$92,873,  or  1  cent  a  share,  on  sales  of 
$54.5  million  this  fiscal  year  ended 
May  31.) 

Chairman  Felt  had  hoped  to  offset 
start-up  costs  of  the  new  sports  cen- 
ter, at  least  partially,  by  developing 
the  site  of  the  old  arena.  But  his  plans 
for  the  vacant  four-acre  block  in  mid- 
Manhattan  fell  flat.  So  Felt  began 
looking  around  for  some  other  profit- 
making  deal.  (The  old  Garden  site 
is  now  a  parking  lot,  which  carries  a 
large  $ll-million  mortgage  with  a 
whopping  12%  interest.  Felt  indicates 
that  the  site  is  up  for  sale,  perhaps 
at  a  sacrifice  price.) 

Felt  focused  on  Roosevelt  Raceway 
.  in  July  1969.  Roosevelt's  chief  minor- 
ity stockholder,  the  San  Juan  Racing 
Association,  realized  a  profit  of  $5 
million  by  selling  out  to  the  Garden 
for  more  than  $50  a  share.  That  $50 


ecutives  induced  Goldman,  Sachs  & 
Co.  and  another  investor  to  buy  Roo- 
sevelt stock  "in  a  manner  calculated  to 
cause  the  market  price  ...  to  exceed 
[Transnation 's]   tender  offer  price." 

The  Garden,  said  the  SEC,  per- 
suaded private  investors  to  buy  Roo- 
sevelt stock  in  the  open  market,  guar- 
anteeing to  take  the  shares  off  their 
hands  within  a  year  at  a  profit  of 
20%.  With  this  kind  of  an  offer,  pre- 
sumably the  investors  didn't  much 
care  what  price  they  paid  for  the 
stock,  since,  the  higher  the  price,  the 
greater  the  20%  profit.  At  any  rate,  as 
Transnation's  Levin  was  making  his 
tender  offer,  Roosevelt  stock  soared 
from  34&  to  48J«  a  share.  Transnation 
thus  garnered  only  13%  of  the  stock 
and  the  battle  was  a  standoff. 

The  SEC  suit  ended  with  a  consent 
decree.  The  defendants  never  admit- 
ted any  wrongdoing,  but  they  signed 


-The  Roosevelt  takeover  has  sparked  two  other  suits. 
One.  filed  by  a  former  Transnation  director,  alleges 
that  Levin  and  others  realized  personal  profits  on  the 
tender  offer.  The  other,  filed  by  Roosevelt  itself,  alleg.-s 
that  its  former  treasurer  abused  his  post  in  order  to 
buy  company  shares,  which,  in  turn,  he  sold  to  the 
Garden.    All    defendants   have    denied   any  wrongdoing. 
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the  consent  order  in  April  nullifying 
the  deal.  Goldman,  Sachs  and  clients 
still  hold  96,000  shares  which  must 
be  sold  by  next  year,  possibly  at  a  loss. 

It  would  appear  that  Garden  ex- 
ecutives, and  Levin  too,  became  con- 
vinced by  the  spring  that  their  battle 
was  futile.  No  one  could  win.  So  they 
tried  to  talk  their  way  out  of  the 
stalemate.  But  neither  had  the  cash 
to  buy  out  the  other,  and  a  plan  to 
operate  Roosevelt  jointly  was  aban- 
doned. Then  this  June  the  Garden 
announced  the  only  practical  deal:  A 
merger  with  Transnation. 

The  merger  is  still  uncertain.  Levin 
has  rejected  the  Garden's  original 
stock  offer  of  2!.i  shares  of  Garden 
common  for  each  Transnation  common 
share.  And  now  Levin  himself  may 
be  bowing  out  of  Transnation.  Says 
Felt:  "Assuming  that  Charles  Bluh- 
dorn  [head  of  Gulf  &  Western  Indus- 
tries, which  owns  41%  of  Transnation] 
and  Levin  terminate  their  relationship, 
we  hope  to  negotiate  a  definitive 
agreement  involving  the  merger  of 
Madison  Square  Garden  and  Trans- 
nation, perhaps  within  30  days." 


But  even  if  one  assumes  the  deal 
is  made  and  then  approved  by  the 
companies'  largest  stockholders,  in- 
cluding the  bankrupt  Penn  Central 
Transportation  Co.  in  the  case  of  the 
Garden,  what  would  the  merged  com- 
pany do  next?  It  would  still  be  hold- 
ing a  questionable  investment.  It  is 
estimated  that  each  share  of  Roose- 
velt owned  by  the  Garden  is  costing 
the  Garden  about  $4  in  interest  and 
carrying  costs;  Roosevelt's  earnings 
this  year  are  estimated  at  only  $2.50 
a  share,  dividends  only  80  cents. 

A  Stubborn  Demon 

And  the  new  Garden  corporation 
would  still  be  unable  to  get  hold  of 
Roosevelt's  cash  without  risking  mi- 
nority stockholder  suits.  At  Roosevelt's 
annual  meeting  in  July,  a  shareholder 
issued  this  theatrical  yet  sincere  warn- 
ing to  Felt  and  Levin: 

"You  have  a  demon  on  your  hands 
in  the  form  of  us  minority  stockhold- 
ers. Don't  try  to  stab  our  George  Levy 
or  the  image  of  Roosevelt.  If  you  do, 
we  will  see  where  the  blood  is  spilled." 

Many  of  the  remaining  5,600  share- 


Birth  Pains 

A  government-backed  insurance  company 
for  investment  in  risky  lands  should  have 
insurance  itself  against  domestic  politics. 


"There's:  a  myth  about  our  foreign 
business  that  is  held  both  by  Ameri- 
cans and  the  populace  abroad,"  says 
Rudolph  A.  Peterson,  retired  chair- 
man of  Bank  of  America  and  author 
of  the  Peterson  report  on  American 
foreign  aid.  "They  think  it's  a  lot  more 
profitable  than  it's  proven  to  be." 

Peterson,  of  course,  is  not  talking 
about  U.S.  corporations  doing  busi- 
ness in  Western  Europe.  He  is  re- 
ferring to  the  riskier  prospect  of  do- 
ing business  in  Latin  America,  Africa 
and  Asia.  That  is  why  his  landmark 
report,  issued  last  March,  was  so  en- 
thusiastic in  support  of  the  Overseas 
Private  Investment  Corp.  (OPIC). 
Peterson  thinks  OPIC  is  one  segment 
of  the  U.S.  foreign  aid  bureaucracy 
that  could  get  some  results. 

The  Nixon  Administration  couldn't 
agree  more  with  Peterson.  It  hopes  to 
make  OPIC  one  of  the  main  vehicles 
in  its  attempt  to  get  foreign  aid  to  be 
more  dependent  on  the  private  sector. 

What  is  OPIC?  It  is  a  year-old  gov- 
ernment-backed corporation  designed 
to  encourage  U.S.  private  investment 
in  developing  countries  by  taking 
some  of  the  risk  out  through  i  $15- 
billion  insurance  program  against  war, 
expropriation  and   currency  converti- 


bility problems.  Also,  it  can  offer  guar- 
antees on  loans  for  such  investment 
totaling  some  $750  million. 

The  idea  is  not  new.  An  OPIC- 
like  organization  has  existed  for  the 
past  20  years  inside  the  Agency  for 
International  Development  and  has 
written  some  $7  billion  of  insurance 
and  guaranteed  loans  totaling  $160 
million.  To  give  the  organization  more 
flexibility,  and  to  attract  private  mon- 
ey, OPIC  was  created  last  year  by 
legislative  action  and  scheduled  to 
start  operating  in  July  1970.  The  only 
problem  is  that  a  political  squabble 
over  who  should  be  its  director  has  so 
far  prevented  its  birth. 

Senator  Jacob  K.  Javits  (Rep., 
N.Y.)  shepherded  the  amendment 
creating  OPIC  through  the  Senate. 
But  he  is  miffed  because  the  Admin- 
istration did  not  consult  him  when  it 
came  to  picking  a  chief  executive  or 
board  of  directors  for  OPIC. 

The  Administration  wants  a  suc- 
cessful investment  banker,  John  Shad, 
a  vice  president  of  E.F.  Hutton  &  Co., 
as  managing  director.  Javits  has  his 
own  candidate.  Herbert  Salzman,  a 
family  friend  who  ran  OPIC's  prede- 
cessor within  AID  and  serves  as  act- 
ing  chief   executive   while    the    new 


holders,  knowing  they  have  a  strong 
hand,  resisted  offers  of  up  to  $54  a  I 
share  in  cash  and  notes  a  year,  ago 
from  Madison  Square  Garden.  Obvi- 
ously, they  want  a  still  better  offer. 

"They'll  come  up  with  a  basket  of 
securities,"  says  John  Vanneck,,vvho    | 
with  31,000  shares  is  the  largest  mi-    j 
nority   shareholder.   "But   they  better 
have  a  bundle  of  cash  when  they  do." 

At   $40  a  share— midway   between   I 
what  the  Garden  paid  and  recent  quo- 
•  tation— the    new    Garden    corporation   J 
would  need  up  to  $8.3  million  to  get 
enough  shares   (80%)    to  file  consoli-    i 
dated  tax  returns,   and  up  to   $18.7    I 
million  to  reach  Felt's  goal  of  100% 
ownership. 

Felt  says:  "There  are  the  necessary 
resources  in  the  picture,  even  in  the 
event  that  all  the  minority  stockhold- 
ers request  appraisals." 

Meanwhile,  Roosevelt  Raceway  J 
stock,  traded  on  the  American  Stock 
Exchange,  recently  sold  in  the  low 
30s,  about  where  it  was  when  the 
whole  thing  started.  And  Garden 
stock?  At  3  and  a  fraction  it  was  down 
from  a  high  of  12%  last  year.   ■ 


agency  goes  through  its  birth  pangs. 
But  behind  the  politics  lies  a  deep- 
er argument  over  the  direction  the  cor- 
poration should  take  regarding  U.S. 
private  investments  abroad.  His  Ad- 
ministration supporters  say  Shad  will 
view  potential  projects  for  OPIC  more 
with  an  eye  toward  promising  oppor- 
tunities for  U.S.  business.  They  point 
to  the  interim  management's  loss  of 
$9  million  last  year  on  defaults  of 
loans  in  the  Dominican  Republic  and 
Thailand. 

Javits'  supporters  fear  that  Shad's 
orientation  will  lead  to  OPIC  giving 
greater  weight  to  the  needs  of  U.S. 
business  and  less  to  the  needs  of  the 
developing  countries.  Further,  they 
argue  that  the  proposed  OPIC  board 
—recruited  from  the  world  of  finance 
—does  not  have  experience  in  the  real- 
ities of  investment  in  developing  coun- 
tries. Such  a  pragmatic  businessman 
as  President  Ray  MacDonald  of  Bur- 
roughs Corp.  says,  "We  feel  the  board 
is  heavily  from  the  New  York  invest- 
ment and  insurance  community.  If 
you're  going  to  invest  in  a  country, 
you  need  people  who  have  done  it." 

The  maneuvering  over  OPIC  goes 
on.  But  the  larger  question  is  the  one 
posed  by  Rudolph  Peterson's  obser- 
vation: How  profitable  is  U.S.  cor- 
porate investment  in  the  developing 
countries?  Surely  anything  that  will 
help  such  investment  to  return  an  ac- 
ceptable profit  will  do  more  than  rhet- 
oric or  good  intentions  to  attract  still 
further  investment  into  these  lands.  ■ 
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Want  to  build 
a  sneeze-proof 
mattress? 

Couldn't  care  less? 

What  about 
building  a  better 
brassiere, 
lawn  mower 
or  sofa? 

See  Firestone. 
We  make  44,000 
things  besides 
tires. 


You  name  it  and  there's  a  pretty  good  chance 
that  something  Firestone  makes  goes  into  it— 
and  makes  it  a  better  product.  For  example, 
urethane  foam  for  non-allergenic  mattresses. 

We  are  in  many  basic  fields.  Metals,  plastics, 
textiles,  chemicals,  rubbers.  Some  44,000 
products  besides  tires.  (A  fourth  of  our  profit 
now  comes  from  these  diversified  products. ) 

Is  there  something  we  can  do  for  you? 
Chances  are,  there  is. 

See  Firestone.  Because  we  are  committed  to 
making  products  that  are  best  today,  still 
better  tomorrow. 

For  more  information,  write:  Firestone, 
Market  Opportunities,  Akron,  Ohio  44317. 


fiPi$iM# 


Rebels  in  Grey  Flannel  Suits 

Attacks  from  outsiders  are  old  hat  to  big  companies.  But 
now  they  have  something  new:  criticism  from  within. 


Robert  A.  Fox  makes  perhaps 
$20,000  a  year.  Dressed  in  his  grey 
suit,  a  striped  shirt  with  French  cuffs, 
and  carrying  an  attache  case,  Fox 
looks  like  a  typical  big  corporation 
middle-management  executive.  Which 
is  what  he  is.  Each  day  he  sells  petro- 
chemicals for  one  of  the  country's  big- 
gest oil  companies. 

What  is  unusual  about  Fox  is  this. 
At  night  or  on  weekends,  he  gives 
speeches  on  what  he  considers  one  of 
the  country's  most  serious  problems: 
air  pollution.  You  can't  call  Fox  a  reb- 
el because  he  is  working  very  much 
within  the  system.  He  is  a  reformer. 


as  General  Electric,  Union  Carbide  and 
Trans  World  Airlines,  felt  that  the 
profit  motive  and  social  responsibility 
often  conflicted.  The  corporation,  they 
argued,  should  include  social  respon- 
sibility in  its  decision-making. 

A  somewhat  similar  change  seems 
to  be  taking  place  in  such  heavily 
business-oriented  professional  associa- 
tions as  the  Institute  of  Electrical  & 
Electronic  Engineers,  (115,000  mem- 
bers), the  American  Chemical  Socie- 
ty (113,639  members)  and  the  Amer- 
ican Institute  of  Physics  (48,000 
members).  A  few  years  ago  they  bare- 
ly took  official  notice  of  social  prob- 


WHO  OPPOSES 
THE  ABM? 

The  Scientists  Who  May  Have 
To  Build  it... That  s  Who!! 

"We  professional  scientists  and  engineers  are  opposed  to  deployment  of  the  Safeguard  anti- 
Ballistic  Missile  system.  Many  eminent  scientists  have  already  testified  to  the  grave  technical 
uncertainties  in  the  proposed_A£M-*wd>«s=v3i«e2_ii. these  uncertainti«^6---*~'-~— *VQ[ved, 


He  doesn't  want  to  do  away  with  free 
enterprise,  with  the  establishment. 
But  he  wants  to  change  them. 

"In  the  short  run,  this  has  probably 
hurt  my  career,"  says  Fox.  But  by  re- 
stricting his  activities  to  nonoffice 
hours,  Fox  manages  to  lead  his  dou- 
ble life.  "Management  has  been  quite 
reasonable,"  he  says. 

Most  company  employees  aren't 
willing  to  take  the  chance  Fox  took. 
Some  simply  don't  care.  Others  hon- 
estly feel  that  solving  social  problems 
like  pollution  lies  outside  their  profes- 
sional responsibility. 

At  a  recent  conference  of  young 
(25  to  30  years  old)  managers  spon- 
sored by  the  Foundation  for  Human 
Resources  Development,  about  two- 
thirds  felt  that  the  sole  job  of  business 
was  to  generate  jobs  and  wealth.  Mak- 
ing so-called  social  contribution 
little  place  in  the  big  corporation. 

But  what  may  be  more  significant 
is  that  a  minority  disagreed.  About 
one-third  of  the  young  managers,  who 
were  picked  from  big  companies  such 


lems.  Their  annual  conventions  were 
a  place  to  present  papers  on  techni- 
cal subjects  and  scout  for  jobs.  Today 
the  technical  papers  are  still  present- 
ed. But  so  are  panel  discussions  on 
the  role  of  the  physicist  in  society,  pa- 
pers on  pollution  and  debates  on  the 
antiballistic  missile. 

At  times,  talk  has  turned  to  action. 
Scientists  at  Bell  Labs,  the  research  and 
development  arm  of  Western  Electric, 
an  antiballistic  missile  contractor, 
have  publicly  criticized  government 
policy  on  the  ABM  (see  Washington 
Post  ad,  above).  Dr.  Richard  Garwin, 
a  leading  scientist  for  International 
Business  Machines,  has  openly  criti- 
cized the  supersonic  transport  pro- 
gram. Some  40  employees  of  Pillsbury 
are  now  active  in  an  antiwar  organi- 
zation that  has  the  use  of  the  compa- 
ny's facilities  for  their  meetings. 

Some  think  this  activism  may  spill 
over  into  unruly  corporate  criticism, 
as  the  college  graduates  of  the  late 
Sixties  enter  the  corporation.  In  a 
Harvard  Business   Review   article   ti- 


tled "Is  the  Corporation  Next  To  Fall?* 
Anthony  G.  Athos,  a  Harvard  Business 
School  professor,  portrays  junior  ex- 
ecutives blocking  a  meeting  of  divi- 
sion managers,  singing  songs  and  de- 
manding that  division  managers  defy 
a  chief  executive's  decision. 

While  Athos'  view  seems  farfetched, 
it  is  true  that  some  employees  in  cor- 
porations are  considering  organizing 
for  added  leverage.  After  the  Young 
Managers  Conference,  a  number  left 
.with  the  idea  that  they  should  pre- 
sent their  ideas  to  upper  management 
as  a  group,  rather  than  deal  individ- 
ually with  their  own  superiors.  Black 
business  school  students  meeting  at 
Harvard  this  summer  formed  an  or- 
ganization that  might  easily  develop 
into  a  pressure  group  on  minority  hir- 
ing practices.  On  the  West  Coast 
TASC  (Technical  and  Social  Commit- 
tee) and  the  more  militant  Scientists 
and  Engineers  for  Social  and  Political 
Action  recently  put  pressure  on  a  ma- 
jor defense  contractor  to  rehire  an 
employee  it  had  fired  for  publicly 
criticizing  the  company's  minority  hir- 
ing policies. 

On  the  East  Coast,  Computer  Pro- 
fessionals for  Peace,  formed  to  protest 
the  Vietnam  war,  has  branched  into 
pollution  and  invasion  of  privacy 
questions.  Most  of  CPP's  time  is  spent 
trying  to  raise  these  questions  at  com- 
puter industry  meetings. 

Irwin  B.  Margiloff,  a  chemical  en- 
gineer and  member  of  the  American 
Institute  of  Chemical  Engineers  thinks 
that  the  potential  impact  of  the  pro- 
fessional organization  on  corporate 
policies  is  much  greater  than  most 
people  realize.  "If  you  exhort  business 
to  do  something  directly,  you  are  talk- 
ing to  thousands  of  firms.  It  is  too  dif- 
fuse. But  if  you  propose  your  idea  to 
a  group  of  chemical  engineers,  they 
all  speak  the  same  language.  If  all 
these  people  were  exposed  to  certain 
professional  attitudes  and  certain  so- 
cial goals,  the  corporation  itself  would 
begin  moving  in  that  direction." 

If  this  pressure  does  come,  it  will 
almost  certainly  come  from  the  young- 
er employees.  Not  that  they  are  nec- 
essarily more  moral  than  the  middle- 
aged  employees.  But  they  are  more 
sensitive  to  the  problems.  And  they 
feel  more  personally  secure,  less  bound 
to  the  paycheck. 

A  real  revolt  among  middle  man- 
agement and  young  executives?  Prob- 
ably not.  But— like  the  army  after 
which  it  is  in  some  ways  modeled— 
the  corporation  is  going  to  have  to 
face  the  fact  that  the  younger  genera- 
tion is  not  willing  to  give  unquestioned 
obedience.  In  getting  and  keeping 
good  people,  the  corporation  won't 
just  be  able  to  buy  their  loyalty;  it 
will  have  to  earn  it  as  well.   ■ 


46 


FORBES,   SEPTEMBER   15,   1970 


The  Money  Men 


Dow  1000?  Forget  It 


Anyone  who  is  waiting  for  the 
Dow-Jones  industrial  average  to 
soar  past  1000  and  for  those  beat- 
up  "growth"  stocks  to  come  back 
will  have  to  wait  a  long,  long  time. 
There  will  be  upturns  in  the  market 
and  downturns,  but  five  years  from 
now  the  DJI  will  still  not  be  back 
where  it  was  at  its  high  in  1966. 
Not  until  another  generation,  a 
generation  unscarred  by  memories 
of  1968  and  1969,  takes  over  in 
Wall  Street  will  there  be  another 
great  stock  market  boom. 

Who  says  so?  A  tall,  lean  39- 
year-old  Englishman  with  thinning 
hair  and  glasses  named  Anthony 
Merrett.  The  name  means  nothing 
to  most  Americans,  but  in  the  Unit- 
ed Kingdom  Merrett  is  considered 
the  authority  on  the  movement  of 
prices  on  the  London  Stock  Ex- 
change. Merrett  is  the  first  to  ad- 
mit that  he's  not  an  expert  on  the 
U.S.,  but  world  stock  markets  tend 
to  move  together  these  days.  And 
just  as  it's  now  one  world  for  busi- 
ness, it's  getting  to  be  one  world  for 
stock  prices,  too. 

Before  quoting  Merrett's  views, 
let's  su\  .til  the  worst  things  one 
could  possibly  find  to  say  about 
Merrett.  He's  a  university  profes- 
sor, a  professor  of  finance  at  the 
London  Graduate  Business  School. 
He  studied  at  the  London  School 
of  Economics. 

Having  said  that,  it's  only  fair  to 
add  that  Merrett  is  himself  a  high- 
ly successful  businessman.  Among 
other  things,  he  runs  the  Gower 
Press,  the  leading  publisher  of 
books  on  management  and  finance 
in  the  United  Kingdom,  a  company 
that  made  mincemeat  of  McGraw- 
Hill  when  McGraw-Hill  attempted 
to  invade  the  market.  He  also  runs 
Merrett  Cyriax,  a  firm  of  consult- 
ants whose  clients  include  both 
leading  industrial  concerns  like 
Plessey  and  Laporte  Chemical  and 
leading  merchant  bankers  like  La- 
zard.  So,  we'll  forgive  him  for  be- 
ing a  professor. 

Merrett  believes  the  decline  in 
the  stock  market  in  the  past  22 
months  has  signaled  not  a  depres- 
sion but  a  return  to  reason.  After  a 
long  and  heady  bout  of  irrationali- 
ty, the  market,  he  says,  is  now  be- 
ginning to  assess  stocks  at  what 
they're  really  worth. 

It's  his   conviction  that,   in  the 


Fifties,  stocks  were  greatly  under- 
valued. "That  was  partly  the  result 
of  the  Depression,"  he  says,  "and 
partly  the  result  of  the  war.  It  was 
partly  because,  in  your  country  and 
mine,  the  men  who  dominated  fi- 
nancial markets  were  men  old 
enough  to  have  memories  of  the 
Depression.  Experience  had  made 
them  cautious." 

When  the  market  began  to  move 
up,  says  Merrett,  it  was  behaving 
rationally.  It  was  correcting  the  un- 
dervaluation of  the  Fifties.  "Then 
the  irrational  took  over." 

Investors  saw  the  market  rising 
"and  they  extrapolated  from  that— 
wrongly.  They  didn't  realize  the 
market  merely  was  correcting  an 
undervaluation.  They  believed  the 
rise  would  continue  forever.  Well, 
you  just  can't  extrapolate  from  a 
once-in-a-generation  phenomenon." 

Other  irrational  factors  devel- 
oped, too,  Merrett  says.  Advances 
in  technology  created  new  compa- 
nies with  vast  potentialities  for 
growth.  "Their  stocks  boomed  and, 
in  many  cases,  rightly  so.  Unfor- 
tunately, the  boom  in  the  new- 
technology  stocks  created  a  boom 
psychology.  Investors  began  to  be- 
lieve that  all  stocks  had  infinite  po- 
tentialities. That  obviously  wasn't 
true,  but  investors  became  so  blind 
they  couldn't  see  the  obvious. 

"And  then,  of  course,  the  con- 
glomerates came  in.  They  appeared 
to  have  a  magic  way  of  multiplying 
profits.  They  had  all  the  elements, 
all  the  appeal  of  a  chain  letter.  Sim- 
ple reason  should  have  told  people 
that  you  can't  increase  profits  just 
by  changing  your  arithmetic." 

When  the  stock  market  decline 
set  in,  Merrett  says,  it  did  so  for  one 
reason  and  one  reason  alone:  Stocks 
that  were  underpriced  in  the  Fif- 
ties had  become  overpriced.  Period. 

Merrett  explains:  "The  stock 
market  is  a  money  market.  Like 
any  money  market,  it  must,  in  the 
long  run,  reflect  the  economy.  In 
the  long  run,  stock  prices,  on  the 
average,  cannot  possibly  advance 
much  beyond  the  economy." 

Merrett  has  another  generaliza- 
tion to  make  about  the  stock  mar- 
ket. "Until  a  couple  of  years  ago," 
he  says,  "people  believed  that 
stocks  were  a  good  hedge  against 
inflation.  They've  learned  better 
now,  but  it  was   sheer  ignorance 


Merrett  of  London 


and  nonthinking  that  made  them 
believe  this  in  the  first  place. 

"It's  a  fact,  which  anyone  who 
reads  the  newspapers  should  real- 
ize, that  in  today's  world  no  gov- 
ernment will  continue  to  let  infla- 
tion go  unchecked.  Sooner  or  later, 
every  government  will  step  in  with 
measures  to  stop  inflation.  My  gov- 
ernment is  doing  it.  Your  govern- 
ment is  doing  it.  In  today's  world, 
a  government  must. 

"Now  there's  only  one  way  we 
know  of  halting  inflation,  and  that's 
by  shrinking  the  money  market. 
Raising  taxes,  raising  interest  rates, 
curtailing  credit,  curtailing  the 
money  supply.  Since  the  stock  mar- 
ket is  part  of  the  money  market  in 
general,  measures  like  these  are 
bound  to  be  discouraging  to  stock 
prices.  The  idea  that  stocks  are  a 
hedge  against  inflation  is  nonsense 
because,  sooner  or  later,  every  gov- 
ernment is  certain  to  adopt  the 
kind  of  measures  they  have,  in  fact, 
now  adopted." 

Not  a  pretty  picture  that.  Cer- 
tainly not  for  the  brokerage  busi- 
ness, which  thrives  on  rising  mar- 
kets. No  longer  could  the  stock 
market  be  sold  as  a  hedge  against 
inflation.    No   longer  would   it   be 


FORBES,   SEPTEMBER    15,    1970 


51 


7^ 


Plymouth  Gin 
goes  public. 

Plymouth  fanciers,  forgive  us.  The  cloistered 
existence  your  gin  has  enjoyed  since  1793  is  ended. 

Coates  &  Co.  is  initiating  limited  advertising  in 
America  for  its  crisp,  extra-dry  94.4  proof  English  gin.  jfj^ 

But  rest  assured.  All  else  about  your  gin 
will  be  unchanged.  The  Dominican  Friar  on  the  label 
Our  refectory,  where  the  Pilgrims  met 
boarding  the  Mayflower. 

And  our  prized  botanicals, 
blended  only  by  our  Chief  Stillman. 

Last,  our  price  will  remain 
mildly  extravagant,  providing  some 
protection  for  Plymouth  devotees. 
Everyone  may  be  watching.  But,  \ 

at  our  price,  they  won't  all  be  drinking 

Coates  &  Co.  (PLYMOUTH)  Ltd.  100%  Grain  Neutral  Spirits, Schenley  Imports  Co.  N.Y.,  N.Y. 
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The  American  Express 
Money  Card. 

Now  you  can  use  it  to  clean  your  engine. 

You  can  use  it  to  charge  the  price  of       with  Mobil  Detergent  Gasoline. 


You  can  use  it  to  charge  the  price  of 
a  new  battery. 

Or  have  an  old  battery  recharged. 

Buy  tires,  replace  spark  plugs,  or 
change  an  oil  filter. 

But  best  of  all,  it  will  fill  your  tank 


with  Mobil  Detergent  Gasoline. 

The  American  Express  Card,  the 
New  Money,  is  accepted  at  more  than 
25,000  Mobil  stations. 

Visit  your  Mobil  dealer  as  you  dis- 
cover America. 


The  Money  Men 


truly  undervalued.  Merrett  be- 
lieves we  are  entering  an  era  which 
will  be,  basically,  sensible  but  dull. 
"Yes,  there  will  be  periods  when 
the  market  goes  wild.  And  they'll 
be  followed  by  declines.  And  the 
declines  will  be  followed  by  peri- 
ods when  the  market  goes  wild 
again,  only  to  slump  again.  I  be- 
lieve that  each  bout  of  irrationality 
won't  be  quite  as  severe  as  the  one 
before.  And  finally  the  market  will 
return  to  a  level  based  on  reason- 
able expectations  of  the  economy." 

And  what  is  that?  "A  level  based 
on  yield.  This  means  a  level  based 
on  return  on  the  stockholders'  in- 
vestment plus  growth.  It's  reason- 
able to  figure  that  a  stock  should 
yield  5%.  Our  economy  and  yours 
since  the  war  have  been  growing 
at  about  4%.  That  makes  a  total  of 
9%,  including  dividends.  This  is 
what  you  can  expect  the  average 
price  of  stocks  to  grow  in  the  years 
to  come— 9%  including  dividends. 

"This,  incidentally,  is  just  about 
what  gilts  [British  government  se- 
curities] now  pay." 

Merrett  insists  on  emphasizing 
the  words  on  the  average.  "This  is 
something  for  investors  to  remem- 
ber," he  says.  "On  the  average, 
stocks  will  rise  at  a  rate  of  about 
9%,  but  there  will  be  some  compa- 
nies that  surge  far  ahead  of  the 
economy.  That  is  the  challenge  for 
investors— to  find  those  compa- 
nies. What  investors  should  guard 
against  is  the  mistake  they  made 
before— to  believe  that  what  is  true 
of  one  stock  is  true  of  the  market 
as  a  whole." 

Looking  way  ahead,  Merrett 
says:  "I  suppose  there  will  be  an- 
other boom  some  day— but  not  as 
long  as  investors  still  bear  the  scars 
of  what  has  happened  in  the  past 
two  years.  Another  generation  will 
arise  in  Wall  Street  and  in  The  City 
just  like  the  go-go  kids  we've  just 
seen  fall  on  their  faces.  They'll  be 
sure  they  have  the  Midas  touch.  I 
suppose  history  will  repeat  itself." 

After  hearing  out  Merrett,  we 
went  back  and  did  a  little  arith- 
metic. We  found  that  25  years 
elapsed  between  the  1929  crash 
and  the  next  bull  market  which  got 
under  way  around  1954.  By  that 
analogy,  we  won't  have  another 
real  bull  market  until  about  1995. 
That's  a  long  time  to  wait.  Okay, 
we  suppose,  for  professors  like 
Merrett,  but  a  little  tough  on  stock- 
brokers and  investors.   ■ 
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1.  Think  of  the  money 
you  could  make  here  in 
South  Boston.  In  the  land  of 
water  and  trees  and  raw 
materials  and  willing  workers 
and  cooperative  weather  and 
reasonable  taxes  and 
overnight  access  to  the  great 
markets  of  the  Northeast. 
There's  more. 

2,  3.  Think  of  open  land 
and  good  roads  and  trucks 
going  from  South  Hill  and 
Lawrenceville  to  the 
Northeast.  They'll  be  at  their 
Northeastern  terminals  by 
sunup. 

4.  See  prospective 
industrial  neighbors  in 
Emporia  (They  must  know 
something)  and  facilities  and 
sites  and  a  beautiful  place  to 
put  your  plant.  Away  from 
high  construction  costs,  high 
taxes,  labor  problems,  and 
inclement  weather.  But  not 
too  far  from  your  markets. 

5.  Farmville  has  four 
great  riches.  One  is  the  first 
gold  field  in  the  United 
States.  Another  is  Hampden- 
Sydney  College,  founded  in 
1776.  Perhaps  more 
important  to  you  are  its  low 
taxes.  And,  fourth,  the 
availability  of  desirable 
plant  sites. 

6.  The  tour  ends  with 
an  airborne  jaunt  from 
Farmville  to  Altavista  to 
South  Boston.  You  will  see 
interesting  sites.  You  will 
hear  interesting  statistics 
about  reasonable  taxes,  labor 
costs,  construction  costs,  and 
proximity  to  your  markets. 
And  you  will,  hopefully, 
want  more  information  and 
the  real  tour. 

To  get  both,  call 
J.  Randolph  Perrow  at 
(703)  771-3767.  He  is  Vepco's 
Manager,  Area  Development. 
And  he  knows  how  you  can 
squeeze  a  little  more  profit 
out  of  what  you're  doing. 
Can  you  afford  to  pass  that 
up?  Virginia  Electric  and 
.Power  Company,  Richmond, 
Virginia  23209- 
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Going  First  Class 


Squibb  Beech-Nut  has  two  first-class  great  names  but  only  second- 
class  performance.  The  merger  has  produced  progress  but  no  miracles. 


Can  you  take  two  lackluster  compa- 
nies and  merge  them  to  create  a 
growth  company?  The  idea  is  some- 
what discredited  these  days  and  with 
good  reason:  So  much  synergism 
turned  out  to  be  so  much  malarkey. 
But  Richard  Furlaud,  president  and 
chief  executive  officer  of  Squibb 
Beech-Nut,  thinks  he  can  pull  it  off. 
It's  2M  years  since  he  merged  his 
Squibb  firm  with  the  food  and  candy 
company,  and  he  hasn't  produced  any 
miracles  yet.  But  he  has  produced 
some  good  sales  and  earnings  gains 
without  resorting  to  either  heavy  lev- 
erage or  fancy  bookkeeping. 

"We  are  getting  more  out  of  our 
research,  marketing  and  distribution 
when  we  spread  these  efforts  over  a 
greater  field,"  says  Furlaud.  "We're 
pretty  much  on  schedule  with  our 
five-year  plan,  and  we  expect  our 
growth  to  continue." 

What  do  the  figures  show?  That 
Squibb  Beech-Nut  has  been  having 
steady  sales  gains:  up  some  6%  in 
1968,  up  5%  in  1969  (to  $645  mil- 
lion) and  up  nearly  10%  in  the  first 
half  of  1970.  Earnings  gains  have 
been  slower:  up  about  7%  (to  $2.31  a 
share)  over  the  two  years  since  the 
merger,  although  they  jumped  almost 
15%  in  this  year's  first  half.  Squibb 
Beech-Nut's  return  on  stockholders' 
equity  is  still  well  below  that  of 
such  similar  companies  as  Warner- 
Lambert  or  Bristol-Myers  or  American 
Home    Products.    Squibb    last    year 


netted  13%  on  equity  vs.  between  19% 
and  26%  for  its  rivals.  All  in  all,  a  good 
showing  but  not  a  spectacular  one. 
But  better  things  may  lie  ahead. 

In  1967  Squibb  was  a  profitable  but 
sluggish  drug  subsidiary  of  Olin  Math- 
ieson  (now  Olin),  which  had  a  heavy 
chemical  company's  typically  low 
price/ earnings  multiple.  Beech-Nut 
was  a  foot-dragging  food  and  candy 
outfit  with  established  brand  names 
but  static  earnings  and  a  declining 
market  share.  Furlaud,  who  was  then 
president  of  Olin's  Squibb  subsidiary, 
argued  that  spinning  off  Squibb  and 
joining  it  with  Beech-Nut  would  kill 
several  birds  with  one  stone.  It  would 
cut  Squibb  loose  from  Olin's  then  low 
multiple.  It  would  give  Squibb  the 
benefits  of  Beech-Nut's  retail  distribu- 
tion network  to  help  expand.  And 
Beech-Nut  would  get  a  boost  from 
Squibb's  experience  in  formulating 
food  products  and  in  quality  control. 

Glamour  Stock 

Furlaud  got  his  spin-off  and  merger, 
and  now  he  has  his  multiple:  The 
merged  company  is  selling  around  24 
times  probable  1970  earnings— right 
up  with  the  best-quality  drug  stocks. 

So  it's  a  going  proposition.  But  it 
isn't  yet  the  "fantastic  fit"  Furlaud 
talked  about  at  the  time  of  merger. 

Some  big  problems  remain.  Beech- 
Nut,  which  contributes  around  40%  of 
sales  but  nowhere  near  that  to  earn- 
ings, remains  the  big  problem  area. 
Furlaud  concedes,  "There's  still  a  sub- 
stantial spread  in  profitability  between 
it  and  Squibb."  It's  a  poor  showing, 
in  view  of  Beech-Nut's  established 
market  position  as  No.  One  in  the 
country  in  hard  candy  (Life  Savers), 
No.  Two  in  tea  (Tetley),  and  under 
its  own  name,  No.  Two  in  baby  food 
and  No.  Three  in  chewing  gum. 


Familiar  Names.  Sure,  Life  Savers  is  fhe 
best-known  name  in  its  field.  But  can 
Squibb  Beech-Nut  say  the  same  for  its 
aspirins  or  baby  food?  No.  And  second 
best  isn't  good  enough  in  branded  goods. 


Furlaud  won't  say  right  out  that 
stodgy  marketing  is  the  problem.  But 
last  spring,  he  installed  a  new  Beech- 
Nut  management  that  includes  two 
ex-vice  presidents  of  General  Foods 
plus  the  former  president  of  Warner- 
Lambert's  American  Chicle  division. 

Squibb  has  problems,  too.  Its  good 
fortune  in  getting  into  the  foreign  mar- 
ket early  and  selling  strongly  there 
has  only  partly  compensated  for  a 
more  tepid  domestic  performance. 
Squibb  is  only  about  fourth  in  this 
country  in  new  prescriptions,  and  has 
come  up  with  relatively  few  new  or 
unique  drugs.  With  the  regulatory 
screws  tightening  on  all  the  drug- 
makers,  Furlaud  says  candidly,  "We 
recognize  that  prices  and  margins  will 
go  lower."  The  research  team  he 
brought  in  (headed  by  Dr.  Arnold 
Welch,  the  former  chief  of  pharmacol- 
ogy at  Yale)  is  going  to  get  him  some 
new  drugs— he  hopes:  They're  set  to 
introduce  a  new  tranquilizer,  an  anti- 
biotic and  a  nonsteroid  for  arthritis 
treatment   in   the   next   year   or   two. 

Furlaud  is  making  progress,  but  the 
going  has  not  been  easy.  Truth  is, 
there's  no  magic  in  putting  two  com- 
panies together.  Still,  Beech-Nut  has 
brand-name  acceptance  that  other 
companies  would  spend  millions  for, 
and  Squibb  is  just  as  well-known  in 
pharmaceuticals.  Furlaud  and  the  men 
he  has  brought  in  may  make  more  out 
of  such  assets.  That  won't  be  "fit," 
though.  That  will  be  management.  ■ 


In  the  last  three  years 
weVe  spent  $50  million 
building  pipelines. 

Today,  the  rush  is  on  to  find  a  way  to  get  oil  from  Alaska  to  markets  in  the 
Midwest.  One  way  is  by  pipeline  through  Canada's  Mackenzie  River  Valley. 
\.shland  Oil,  together  with  14  other  oil  companies, 
is  developing  the  technology  necessary  to  combine 
ifficiency  with  maximum  concern  for  the  safety  of 
he  environment. 

To  achieve  this,  our  group  has  set  up  an  experi- 
nental  station  at  Inuvik  near  the  Arctic  Circle,  to 
ind  out  what  effect  a  pipeline  might  have  on  the 
Dermanently  frozen  ground  and  the  area's  animal 
esidents. 

Solving  ecological  problems  isn't  easy.  But, 
solve  them  we  must  if  we're  going  to  meet  the  in- 
:reasing  energy  demands  of  a  growing  America. 

The  solutions  are  coming. 

Now  we're 
helping  plan  the  largest 
pipeline  in  the  world. 


■i 


Ashland, 


Ashland  Oil,  Inc.,  Ashland,  Kentucky 
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"Bechtel? 
You  think 
they 

would  be 
interested 


in  this? 


-I  thought  they  only  took  on  big  assignments/' 

Not  every  client  builds  projects  that  are  the  "biggest,"  "largest" 
or  "longest/'  although  they  are  the  ones  that  usually  appear  in  the 
news 

We  are  privileged  to  have  creative  involvement  with  hotels, 
airports,  power  and  chemical  plants,  hospitals,  paper  mills,  slurry 
pipelines  and  steel  mills.  But,  in  fact,  a  client  needing  a  plant  or  an 
industrial  building,  either  of  which  he  may  consider  "small," 
receives  our  same  professional  input  and  personal  attention. 

Bechtel  experience,  diverse  capability  and  depth  of  staff  provide 
the  quality  and  cost  control  which  every  important  job  deserves. 
And  to  us,  every  job  is  important. 


Engineers  and  Builders  for  Industry 

SAN  FRANCISCO 
New  York  '  Los  Angeles 
Washington,  D.C.     Houston 


The  Lively  Corpse 

Most  people  have  written  off  the  cigarette  compa- 
nies as  dying.   They  had  better  take  another  look. 


Cigarettes  are  a  declining  industry, 
and  declining  industries  don't  make 
much  money.  That  sounds  logical, 
only  it  doesn't  happen  to  be  true. 

To  be  sure,  cigarette  consumption 
is  declining,  as  more  and  more  people 
have  become  convinced  that  cigarettes 
are  bad  for  you.  Per  capita  consump- 
tion has  declined  over  55!  since  the 
mid-Sixties,  final!)  resulting  in  a  de- 
cline in  total  consumption  during  the 
past  feu  years  of  about 

At  the  same  rime,  taxes  have  been 
soaring.  True,  the  federal  excise  tax 
of  8  cents  per  pack  has  remained  con- 
stant since  the  early  Fifties  (though 
it  mav  well  rise  next  vear).  But 
whereas  only  42  states  taxed  ciga- 
rettes then,  all  50  do  now:  and  the 
average  state  tax  is  close  to  11  cents  a 
pack  toda>  OS.  about  3X  cents  a  decade 

and  a  half  ago.  Last  year  alone  20 
states  increased  their  tax  bite,  while 
nine  more  have  already  done  so  in 
1970  or  soon  will.  Nor  can  the  ciga- 
rette makers  hope  to  bolster  their  sag- 
ging market  by  more  and  bigger  pro- 
motion: After  this  year,  television  and 
radio  advertising  in  the  U.S.  will  be 
barred  to  them  altogether. 

-  what  happens?  Profits  see  ta- 
ble) have  been  going  up— and  not 
necessarily  because  ol  diversification, 
either.  In  fact,  poorly  conceived  or 
poorly  timed  diversifications  have  of- 
ten actually  stowed  cigarette  company 
earnings  growth. 

The  Only  Way  To  Go 

The  secret  ot  that  earnings  growth 
has  lxen  the  cigarette  makers'  grad- 
ual realization  that  their  product  is 
not  price-elastic-that  is,  sales  are  not 
responsive  to  ordinarv  price  changes. 
Their  huge  hard  core  of  hooked  smok- 
ers in  the  U.S.  will  keep  on  buy- 
ing cigarettes  despite  price  hikes  of 
a  few  pennies  a  pack,  thereby  pro- 
viding the  funds  for  diversification 
and  for  expanding  abroad,  where,  in 
contrast  to  the  U.S.,  the  cigarette  mar- 
ket is  still  growing. 

When  the  cigarette  companies  fully 
recognized   this,    they   raised   prices— 


twice  in  the  past  15  months.  That  is 
why  the  five  big  tobacco  companies 
last  year  showed  a  well-above-average 
return  on  investment  of  14%.  "If  you're 
going  to  be  a  declining  business,"  one 
Wall  Street  analyst  summed  up,  "I 
can't  think  of  a  better  one  to  be  in. 
Cigarettes  throw  off  plenty  of  cash 
How  steadily,  which  enables  the  com- 
panies to  diversify  at  their  leisure  and 
expand  abroad."  Indeed,  last  year  the 
five  largest  tobacco  companies  had  a 
retained  cash  flow— that  is,  after  divi- 
dends-of  just  under  S300  million. 

The  arithmetic  works  something 
like  this.  A  pack  of  cigarettes  normally 
brings  about  45  cents  at  retail.  Of 
this,   the   retailer  and   the   distributor 


get  about  13  cents,  leaving  32  cents. 
Add,  say,  8  cents  federal  and  11  cents 
state  tax,  and  the  manufacturer's  take 
is  12  cents-for  a  pack  of  cigarettes 
whose  combined  raw  material  and 
manufacturing  costs  are  about  7 
cents.  Even  allowing  for  ample  adver- 
tising, marketing  and  overhead  ex- 
pense, pretax  operating  margins  are 
still  comfortable-about  28%  to  29%, 
according  to  the  estimate  of  analyst 
Jane  Gilday  at  Argus  Research.  Yet 
tacking  even  as  little  as  another  cent 
on  to  the  price  obviously  has  an  ap- 
preciable impact  on  those  margins. 

Don't  the  cigarette  makers  worry 
about  smokers  being  priced  out  of  the 
market?  They  do  worry— but  not  so 


Cigarette  Makers.-  A  Statistical  Profile 
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much  as  their  public  pronounce- 
ments suggest.  After  all,  they  have  be- 
fore them  the  example  of  Britain. 
There,  radio  and  TV  cigarette  adver- 
tising has  been  banned  since  1966. 
But  British  smokers— allowing  for  in- 
come differences  between  the  two 
countries— are  willingly  paying  $2  a 
pack  for  their  cigarettes  today  on  a  ris- 
ing consumption  trend. 

Windfall-For  What? 

The  impending  U.S.  ban  on  radio 
and  TV  cigarette  advertising  is  far 
from  a  disaster  for  the  companies,  at 
least  in  the  next  few  years.  This  year 
the  cigarette  companies  are  spending 
some  $225  million  in  TV  and  radio. 
Nobody  expects  this  entire  amount  to 
be  spent  in  other  media— and  whatever 
is  not  spent  will,  of  course,  go  straight 
to  pretax  profit.  One  informed  indus- 
try analyst  estimates  that  at  least  25% 
of  this  money  and  perhaps  more  will 
end  up  as  profit.  "There  is  a  kind  of 
drop-through  effect,"  he  says.  "If  it 
wishes,  a  company  can  take  part  of 
the  money  and  run  it  through  the  in- 
come account  next  year,  then  it  can 
do  the  same  thing  for  several  following 


years  on  a  gradually  declining  basis." 
To  be  used  for  what?  Ordinarily,  for 
foreign  business  or  diversification,  with 
the  former  looking  distinctly  better  at 
the  moment.  Cigarette  consumption 
abroad  already  exceeds  that  in  the 
U.S.,  and  has  been  increasing  in  a 
number  of  countries  by  3%  or  more  per 
year  despite  prohibitions  on  radio  and 
TV  advertising. 

Philip  Morris  has  had  the  greatest 
success  to  date  in  the  foreign  market.* 
For  example,  it  introduced  Marlboro 
in  Italy  in  1963  without  advertising; 
today  the  brand  accounts  for  a  re- 
spectable 3%  of  the  market.  Austria 
produced  about  the  same  results  for 
Marlboro,  which  is  now  the  top-sell- 
ing American  brand  in  Europe.  All 
told,  Philip  Morris  gets  close  to  25% 
of  revenues  and  profits  from  foreign 
markets,  far  more  than  any  other  U.S. 
competitor,  which  helps  to  explain 
PM's  outstanding  five-year  earnings 
growth  of  nearly  19%  a  year. 

The  other  U.S.  cigarette  companies 
are  pushing  hard  to  catch  up.  In  1968, 
for  example,  American  Brands  bought 
Britain's  Gallahers  Ltd.,  while  RJ. 
Reynolds  Industries'  President  William 


Smith  predicts,  "I  expect  that  in  the 
next  five  years  foreign  cigarette  sales 
will  become  a  major  factor  in  ovir  over- 
all sales  and  earnings  picture." 

Diversification  has  been  much  more 
of  a  mixed  bag.  Tobacco  company  ac- 
quisitions have  tended  to  center  on 
such  consumer  items  as  gum,  candyj 
beer,  pet  foods  and  liquor;  and  while 
there  have  been  no  disasters,  neither 
have  there  been  any  noteworthy  tri- 
umphs. The  most  unusual  move  was 
Reynolds'  venture  into  shipping  andi 
containerization  through  its  1969 
merger  with  McLean  Industries, 
whose  expansion  required  a  $150- 
million  borrowing  and  will  take  at 
least  several  years  before  paying  off. 

But  Reynolds'  total  debt  of  $275 
million  is  relatively  modest  when  com- 
pared with  its  combined  common  and* 
preferred  equity  of  $1.1  billion.  In 
fact,  most  of  the  cigarette  companies 
have  today  what  many  another  com-i 
pany  envies,  namely,  a  moderate  debt- 
to-equity  ratio  and  a  large,  steady 
cash  throw-off.  If  the  cigarette  busi- 
ness is  indeed  a  dying  business,  the 
companies  in  it  have  certainly  de-i 
vised  a  stylish  way  to  go.  ■ 


Whip/ash 

The  commodity  markets  went  wild  on  rumors  of  a  blight-rav- 
aged corn  crop.  But  most  of  the  speculators  got  whiplashed. 


. 


In  the  sometimes  ghoulish  world  of 
commodity  trading,  nothing  makes  a 
speculator's  heart  beat  faster  with  an- 
ticipation than  rumors  of  impending 
disaster.  Last  month  the  game  was 
called  Corn.  In  the  Sunday  papers  of 
Aug.  16  came  news  that  Southern 
leaf  blight  was  ravaging  the  corn  crop. 

Such  news  would  have  been  sensa- 
tional in  any  commodity,  but  in  corn, 
it  was  a  bombshell.  Corn  is  by  far  the 
nation's  largest  crop,  and  a  sharp  up- 
ward move  in  corn  will  trigger  a  sym- 
pathetic reaction  to  virtually  every 
other  agricultural  commodity. 

Was  this  news  a  great  windfall  for 
speculators?  Surprisingly,  it  was  not. 
True,  on  Monday  morning  Aug.  17 
the  commodity  markets  exploded  in 
the  sharpest  move  since  just  after 
World  War  II.  Wheat,  soybeans  and 
livestock  followed  suit.  The  volume 
of  trading  broke  all  records  on  the 
Chicago  Board  of  Trade. 

But  as  the  dust  settled  in  the  days 
that  followed,  it  was  soon  apparent 
that  lor  the  amateur  speculator  who 
first  learned  of  the  corn  blight  in  the 
Sunday  papers,  the  game  was  over  al- 
most as  soon  as  it  had  begun.  Wildly 
contradictory  rumors  began  to  fly. 
While  the  Department  of  Agriculture 
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refused  to  comment  on  the  extent  of 
crop  damage  until  Sept.  11,  Senator 
Allen  J.  Ellender,  chairman  of  the  Sen- 
ate Agriculture  Committee,  was  quot- 
ed on  the  commodity  wires  as  saying 
that  no  more  than  5%  of  the  nation's 
corn  crop  was  affected.  Meanwhile, 
some  professional  traders  unloaded  on 
Tuesday,  and  Aug.  24  the  price 
of  corn  dropped  $1.46.  As  this  issue 
went  to  press,  the  Monday  high  of 
$1.58  had  yet  to  be  surpassed.  Many 
amateurs  were  badly  burned. 

Charles  Mattey,  who  heads  Bache 
&  Co.'s  commodity  department  and 
has  been  in  commodity  trading  for  42 
years,  shakes  his  head.  "An  awful  lot 
of  people  took  some  pretty  bad  losses 
by  coming  in  during  the  first  two  days 
when  the  market  went  up  the  limit 
and  then  selling  when  the  market  had 
a  sharp  drop,"  he  says. 

Wrong  Disaster 

"Look,  the  amateurs  aren't  pricing 
corn,"  says  another  commodity  broker 
who  prefers  to  remain  anonymous. 
"They're  pricing  blight.  And  what  that 
means  is  you're  pricing  misinforma- 
tion. You  just  can't  make  money  that 
way.  On  Sunday  before  the  limit  move, 
all  the  media  had  the  wrong  numbers. 


The  Georgia  pathologists  were  talking 
about  the  seven  Southern  states,  not 
the  entire  country.  Damage  to  80  mil- 
lion bushels  instead  of  2.5  billion. 
That's  the  kind  of  stuff  you're  up 
against  in  commodities." 

About  the  only  people  who  did 
make  money  from  round  one  of  the 
corn-blight  scare  did  so  by  accident, 
rather  than  foresight.  Most  of  the 
grain  letters  urging  speculators  to  buy 
corn  when  it  was  around  $1.16 
stressed  drought  damage. 

Even  the  big  corn  processors  like 
CPC  International,  A.E.  Staley  and 
Standard  Brands  admit  they  didn't 
make  a  killing.  Says  an  executive.  "We 
protected  outselves  but  no  more." 

Speculation  in  corn  isn't  over  yet, 
of  course.  The  full  extent  of  the  crop 
damage  won't  begin  to  be  known  until 
late  September  after  the  next  harvest. 
Furthermore,  there  is  rising  concern 
about  the  extent  to  which  seed  for 
next  year's  crop  has  been  damaged. 

And  what  is  the  smart  commodity 
money  doing  these  days?  "I  think  a  lot 
of  smart  traders  are  out  of  the  corn 
market  altogether,"  says  Mattey. 
"Smart  commodity  money  always  takes 
the  chance  that  the  rumor  going  the 
rounds  is  exaggerated,  and  more  often 
than  not,  they're  right.  But  if  they're 
wrong,  they  can  be  wrong  for  an  aw- 
ful lot.  So  right  now  they're  out." 

What  it  all  adds  up  to  is  a  classic 
example  of  why  commodity  specula- 
tion is  no  game  for  amateurs.  ■ 
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^e  mother  got  over  her  rubella  in  three  days. 
„  .  fortunately,  her  unborn  child  didn't 


To  pregnant  mothers,  rubella 
(German  measles)  means  a  few 
days  in  bed,  a  sore  throat,  a  runny 
nose,  temperature,  and  a  rash. 

But  if  they're  in  their  first 
month  when  they  catch  it,  there's 
a  40%  chance  that  to  their  unborn 
babies  it  can  mean  deafness,  or  a 
heart  condition,  or  brain  damage, 
or  cataracts  which  cause  at  least 
partial  blindness. 

Only  last  year,  an  immuniza- 
tion against  rubella  became  avail- 
able. But  when  a  pregnant  mother 


gets  immunized,  the  prevention 
may  be  as  harmful  to  her  baby  as 
the  disease. 

So  if  unborn  babies  are  going  to 
be  protected,  it  will  have  to  be  by 
inoculating  the  kids  who  infect 
the  mothers  who  in  turn  infect  the 
fetuses. 

And  it  will  have  to  be  done  now. 

You  see,  rubella  epidemics 
break  out  every  six  to  nine  years. 
The  last  outbreak  was  in  1964. 
Which  means  the  next  one  is  due 
any  day  now. 


In  the  last  epidemic,  20,000 
babies  were  deprived  of  a  normal 
childhood— and  30,000  more  de- 
prived of  any  childhood  at  all— 
because  no  immunization  existed. 

It  would  be  unforgivable  if  the 
same  thing  happened  again  be- 
cause an  immunization  existed 
and  nobody  used  it. 

^ji  Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 


For  a  free  booklet  about  immunization,  write  One  Madison  Avenue,  N.Y.,  N.Y.  10010 
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Hand  across  the  Sea 

An  old  company  in  the  U.S.,  du  Pont  is  young  in  Europe.   This 
could  mean  big  things  for  du  Pont  earnings  in  the  years  just  ahead. 


Granted,  E.I.  du  Pont  de  Nemours  & 
Co.  of  Wilmington,  Del.  is  not  the 
glamour  company  it  once  was 
(Forbes,  Dec.  15,  1969,  p.  22),  but 
there  are  no  cobwebs  on  its  young 
European  offspring,  Du  Pont  de  Ne- 
mours International,  S.A.  of  Geneva. 
Du  Pont  International  is  the  manag- 
ing company  of  du  Pont's  14  European 
subsidiaries.  With  the  cockiness  of 
relative  youth,  it  expects  within  the 
very  near  future  to  help  its  aging  par- 
ent start  moving  again  toward  higher 
and  higher  earnings. 

As  recently  as  1958,  Du  Pont  In- 
ternational was  little  more  than  a 
gleam  in  the  eyes  of  Wilmington.  Last 
year  it  reported  total  sales  of  $358 
million.  This  represented  an  increase 
of  35?  over  1968,  when  sales  were  up 
22%  over  1967.  This  year  sales  are 
running  30%  ahead  of  1969.  Says 
Chairman  Milton  H.  Campbell:  "We 
expect  our  present  sales  to  double  in 
the  next  five  years. 

"Our  earnings  will  more  than  dou- 
ble. They  are  going  up  faster  than 
sales."  That  means,  reckoning  on  du 
Pont's  pretax  profit  margins  of  18%, 
that  International  operations  in  five 
years  could  be  kicking  in  more  than 
$130  million  in  pretax  net  to  the  chem- 
ical company's  consolidated  earnings. 
Until  the  last  few  years  Du  Pont  In- 
ternational  had   no   earnings.    It  was 


simply  a  drain  on  Wilmington.  All 
told,  setting  up  du  Pont  in  Europe 
cost  Wilmington  $575  million. 

Why  all  this  optimism  among  du 
Pont  men  in  Geneva?  One  reason  is  a 
paradox.  Americans  usually  think  of 
Europe  as  the  Old  World.  Yet,  for  in- 
dustry, Europe  is  really  the  New 
Frontier.  Europe  is  not  yet  saturated 
with  automobiles,  refrigerators,  color 
televisions  and  the  like.  Yet  demand 
for  them  is  there  and,  increasingly,  the 
money  to  buy  them  is  there,  too. 

European  Powers 

Of  course,  Du  Pont  International 
cannot  hope  ever  to  dominate  the  Eu- 
ropean market  the  way  Wilmington 
dominates  the  U.S.  market.  In  most 
industries,  the  U.S.  companies  are 
giants  compared  with  those  in  other 
nations.  This  is  not  true  of  the  chem- 
ical industry.  E.I.  du  Pont  de  Ne- 
mours may  be  the  biggest  producer  of 
chemicals  in  the  world,  with  sales  of 
$3.7  billion,  but  Imperial  Chemicals 
Industries  of  the  United  Kingdom  has 
sales  of  $2.5  billion  to  $3  billion.  Nor 
can  any  of  the  other  major  companies 
in  Europe  be  called  pygmies:  Rhone- 
Poulenc  in  France;  Montecatini-Edi- 
son  in  Italy;  Bayer,  Hoechst  and 
Badische  Anilin  in  Germany.  As  Camp- 
bell points  out:  "All  of  those  compa- 
nies are  pretty  close  to  Dow  Chemical, 


Union  Carbide  and  Monsanto  in  size." 

The  Europeans  have  other  advan- 
tages. It's  almost  instinctive  for  a  Ger- 
man, to  buy  German  and  for  a  French- 
man to  buy  French.  Moreover,  when 
du  Pont  moved  into  Europe,  the  Euro- 
pean companies  already  were  dug  in 
deeply:  They  had  the  sales  contacts, 
they  had  the  knowhow.  "For  exam- 
ple, they  knew  how  to  deal  with  the 
unions,"  says  Campbell.  "They  knew 
all  the  angles." 

Americans  generally  take  it  for 
granted  that  U.S.  technology  is  the 
most  advanced  in  the  world.  Again,  in 
the  case  of  the  chemical  industry,  this 
is  not  true. 

How  then  has  Du  Pont  International 
been  able  to  establish  itself  so  quick- 
ly? To  some  extent,  it's  because  there's 
room  for  everybody  in  a  market  that 
has  been  growing  so  rapidly.  To  some 
extent,  it's  because  what  every  Amer- 
ican knows  just  ain't  so. 

Every  American  "knows"  that  Eu- 
ropeans are  far  more  conservative 
than  Americans,  far  more  resistant  to 
new  ideas  and  to  change.  Du  Pont 
International  has  discovered  that  ex- 
actly the  opposite  is  true  when  it 
comes  to  chemical  products.  "The  Eu- 
ropeans have  a  faster  readiness  to 
move  into  new  products,"  says  Camp- 
bell. Thus  du  Pont  has  not  found 
Americans  very  receptive  to  Corf  am, 
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The  Other  Side.  The  X-ray  film  being  inspected  (above)       tional.    The    chemical   giant's   overseas   operation    sells 
at   Du   Pont's   Fotowerke  plant   in    Germany  is   typical      low-margined  products  such  as  polyethylene  film,  too. 
of  the  higher-margined  products  of  Du  Pont  Interna-      But  International  supplies  such  stuff  from  Wilmington. 
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The  new  National  Lead 


if  he  new  National  Lead  helps 
nake  modern  outdoor  living  more 
Hun  with  less  work.  Lightweight 
Ipasy-care  aluminum  grills,  for 
example,  are  die  cast  by  our 
Ooehler-Jarvis  Division,  world's 
leading  custom  die  caster.  As  the 
ipioneer  in  mass  production  die 
itasting  of  precision  metal  parts, 
we  know  how  to  work  metal  and 
Ipow  to  make  metal  work  harder  in 
Hundreds  of  different  products 
'for  home,  office  and  industry. 


The  new  National  Lead  keeps 
today's  prime  movers  moving.  By 
making  bearings  —  those  parts 
that  play  such  a  big  part  in 
movement.  Because  they're  so 
important,  we  have  four  divisions 
to  make  them,  in  just  about  every 
type  and  size.  From  sleeve 
bearings  for  aircraft  engines  to 
roller  bearings  for  railroad  cars. 
Because  they're  so  important, 
we're  constantly  expanding 
plants  and  production.  When 
you're  on  the  move,  go  with  the 
new  National  Lead. 


The  new  National  Lead  is  constantly 
looking  for  new  raw  material  sources  of 
titanium  dioxide,  the  pigment  that 
makes  paint,  paper  and  plastic  white 
and  bright.  We're  the  world's  largest 
producer.  With  new  plants,  new 
production  methods  and  continuing 
global  exploration,  we  intend  to  stay 
ahead  of  the  growing  titanium  pigment 
needs  of  today's  —  and  tomorrow's  — 
essential  industries. 


Meeting  the  worldwide  needs  of  the  chemicals,  metals,  nuclear,  petroleum,  automotive  and  aerospace  industries. 


NATIONAL  LEAD 
For  further  information  write  National  Lead  Company,  Room  1564, 11 1  Broadway,  New  York,  N.  Y.  10006 


\  City    by  Wily  Mucha 


Kansas  City... 

a  mid-continent 

ppening.  Grain  and 

cattle  marketers  to 

the  nation.  Busy. 

Thriving... in  every 

A/ay  a  Phelps  Dodge 

city. 


Super  Copper 

That's  PD- 1 35.  a  Phelps  Dodge  alloy 
toted  for  its  high  tensile  strength  and 
esistance  to  elevated  temperatures 
up  to  1000  degrees  F).  An  oxygen-free, 
opper-chromium-cadmium  alloy, 
D-135  also  offers  high  electrical  and 
hermal  conductivity,  freedom  from 
tmbnttlement  and  high  flex  life. 

Because  of  its  strength,  PD-135  is 
jsed  for  lightweight,  "reduced  diameter" 
dectncal  wire  PD-135  has  many  other 
jses  bases  for  electronic  semiconduc- 
4  ors,  cold-headed  fasteners,  welding 
dectrodes,  electrical  switch  gear,  com- 
nutator  bars  and  segments,   to  name 
i  few 

Wherever  you  look,  you  will  find 
hundreds  of  Phelps  Dodge  copper  and 
ilummum  products  at  work:  our  low 
and  high-voltage  power  cable,  magnet 
wir.e.  copper  and  alloy  mill  products, 
condenser  and  heat  exchanger  tubes, 
and  gas,  plumbing,  air-conditioning  and 
refrigeration  tubing . .  as  well  as 
aluminum  products  of  every  description, 
extruded  forms,  rod,  wire,  welding 
materials  and  fabricated  products. 
All  at  work,  serving  America  everywhere. 

i      phelps 
dadqe 

Copper  AlumioumU Alloy  Products 


its  manmade  substitute  for  leather.  In 
contrast,  says  D.J.B.  (Jim)  Coulter, 
who  runs  Du  Pont  International's 
porom erics  department,  "The  British 
have  a  ready  acceptance  of  man- 
made  products."  Indeed,  says  Doyce 
B.  Hanson,  Du  Pont  International's  di- 
rector of  plastics,  "people  in  Europe 
have  a  bit  more  imagination,  a  little 
more  willingness  to  take  a  risk.  For  a 
period,  European  car  manufacturers 
were  way  ahead  of  the  U.S.  in  appli- 
cation of  plastics." 

But  Du  Pont  International's  great- 
est advantage  is  that,  by  and  large, 
it  can  concentrate  on  those  areas 
where  it  has  a  chance  to  gain  an 
edge  and  earn  relatively  high  profit 
margins.  Unlike  its  U.S.  parent,  it  does 
not  claim  to  be  a  full-line  chemical 
producer.  It  does  not  manufacture 
polyethylene,  for  example,  because, 
says  Hanson,  "the  profits  are  so  low 
they  don't  justify  the  investment."  If 
customers  want  it,  Du  Pont  Interna- 
tional will  get  it  for  them  from  the 
States.  What  it  does  manufacture  are 
specialties  like  engineering  plastics 
(plastics  that  can  be  used  to  make 
parts  for  machinery).  "This  is  a  high- 
margin  business  compared  with  com- 
mercial plastics,"  he  says. 

The  American  Way 

On  every  product,  Du  Pont  Inter- 
national can  offer  its  customers  mar- 
keting and  technical  assistance  of  a 
kind  that  is  standard  in  the  U.S.  but 
quite  uncommon  in  Europe.  Says 
Hanson:  "Although  the  Europeans 
have  a  technical  competence  com- 
parable to  ours,  they're  not  in  the 
same  league  when  it  comes  to  market- 
ing assistance  and  in-use  development. 
We  help  our  customers  with  adver- 
tising, with  public  relations;  we  train 
salesmen;  we  help  them  develop  new 
applications  for  our  product." 

Du  Pont  International  now  man- 
ages a  network  of  14  subsidiaries,  12 
wholly  owned,  two  partly  owned.  All 
its  plants  except  one  in  Germany, 
which  it  acquired  for  cash,  were  built 
from  scratch.  This  was  dictated  by 
necessity,  not  by  choice.  One  impor- 
tant reason  du  Pont  was  slow  moving 
overseas  was  a  prolonged  antitrust  suit 
(1944-52)  that  broke  up  an  alleged 
cartel  arrangement  du  Pont  had  with 
Britain's  Imperial  Chemical.  Du  Pont 
first  came  to  Europe  in  1956  with  a 
plant  in  Northern  Ireland  designed  to 
supply  rubber  to  the  British  market. 
But  by  the  time  the  Treaty  of  Rome, 
establishing  the  Common  Market,  was 
signed  in  1957,  other,  more  fleet-foot- 
ed U.S.  companies  had  gobbled  up 
the  European  companies  that  Du 
Pont  International  might  have  wanted 
to  acquire. 

In    retrospect,    Campbell    believes 


that  it  worked  out  all  for  the  best. 
Several  of  the  U.S.  companies  that 
went  into  Europe  before  the  Com- 
mon Market  found  themselves  with  a 
plant  in  one  country  that  competed 
with  another  they  owned  in  another 
country.  Forced  to  start  from  scratch, 
Du  Pont  International  has  an  oppor- 
tunity to  create  an  integrated  produc- 
tion and  marketing  organization. 

If  Campbell's  prediction  is  correct 
and  Du  Pont  International  does  dou- 
ble its  sales  in  the  next  five  years,  it 
will  have  to  expand  its  production 
and  marketing  facilities  tremendously. 
Will  that  mean  a  new  drain  on  Wil- 


"Danger.  Don't  start  up," 
says  the  sign.  Du  Pont,  a  giant 
at  home,  is  small  in  Germany, 
where  three  chemical  giants 
compete.  But  Du  Pont  pros- 
pers in  Germany,  because 
of  its  marketing  knowhow. 


mington?  Campbell  says  no.  Du 
Pont's  European  subsidiaries  will  pro- 
duce enough  cash  flow  to  finance  the 
expansion  itself;  and,  he  points  out, 
expansion  won't  be  nearly  as  expen- 
sive as  launching  Du  Pont  in  Europe. 
The  only  word  to  describe  Du  Pont 
International  is  "cocky."  Says  John  R. 
Emery,  managing  director  of  fibers: 
"McCoy  [President  Charles  Brelsford 
McCoy  of  E.I.  du  Pont  de  Nemours] 
told  me  he's  damned  glad  du  Pont 
has  this  investment  here."  And  Camp- 
bell adds:  "We'll  get  Wilmington  oft 
its  earnings  plateau."  This  optimism 
does  not  appear  misplaced.  ■ 


As  I  See  it 


Almost  in  spite  of  himself,  scientist  Rene  Dubos  has  become  a  patron 
saint  of  the  environmentalists.  After  decades  of  illustrious  obscurity, 
the  69-year-old,  French-born,  Rockefeller  University  microbiologist 
has  become  a  public  figure.  He  never  sought  the  role;  it  was  thrust 
upon  him.  Why?  Because  he  writes  books— the  Pulitzer  Prize-winning 
So  Human  An  Animal,  and  The  Mirage  of  Health.  Partly  too,  because  of 
his— to  use  an  old-fashioned  word— character.  Asked  to  describe  Dr. 
Dubos,  Arthur  Jones,  who  interviewed  him  for  Forbes,  said:  "He  is 
what  one  used  to  call  'a  good  man.'  It's  as  simple  as  that." 

But  do  the  good  intentions  of  decent  men  like  Dubos  run  counter  to 
practical  reality?  Forbes  put  some  questions  to  him. 

Dubos  of  Rockefeller  University 


A  Tax 

on  Noise? 

A  Tax 

on  Congestion? 


Dr.  Dubos,  most  businessmen  say 
they  are  against  pollution,  traffic  con- 
.  gestion  and  the  rest,  and  they  truly 
'are  alarmed  by  these  things.  But  as 
businessmen  qua  businessmen,  they're 
getting  increasingly  concerned.  Many 
of  them  say  privately  that  the  public 
doesn't  realize  what  pollution  controls 
and  highway  safety  measures  are  go- 
ing to  do  to  prices. 

Our  question  is  this:  Is  the  ecology 
movement  bad  for  business? 

Dubos  :  No,  not  if  business  does  right 
things.  For  example,  since  you  cannot 
produce  power  without  producing 
pollution,  there  is  a  need  for  whole 
new  industries  that  use  power  more 
effectively.  I'm  not  a  businessman;  I 
don't  know  what  these  will  be.  But  I 
can  see  the  opportunity.  If  business 
men  do  the  right  things,  they'll  find 
new  opportunities. 

Opportunities?  What  kind  of  op- 
portunities—outside of  pollution-con- 
trol devices  and  seat  belts— limited 
businesses,  both.  How  can  business 
prosper  when  nearly  everything  it 
does  is  accused  of  polluting? 

Dubos  :  Well,  there  are  numerous  ex- 
amples of  where  American  society  has 
moved  in  the  direction  of  which  1 
speak.  One  telling  example  is  the  pas- 
teurization of  milk.  Anybody  who 
knew  anything  about  medicine  knew 
that  much  disease  came  from  con- 
taminated milk,  and  they  knew  that 
just  heating  milk  would  get  rid  of  that 
problem.  But  the  dairy  industry  said 
it  would  be  expensive.  They  had  a 
powerful  lobby,  and  for  years  they 
prevented  milk  from  being  pasteur- 
ized. But  eventually  public  opinion 
was  alerted,  grew  sufficiently  strong 
and  a  law  was  enacted. 

Within  three  or  four  years  the  tech- 
nology of  the  dairy  industry  became 
such  that  the  pasteurization  of  milk 
was  very  effective.  And  what  did  the 
dairy  industry  find?  That  far  from  in- 
creasing the  cost  of  milk,  it  decreased 
the  cost  by  lengthening  its  shelf  life. 
Is  there  a  moral? 

The  moral,  convincing  perhaps,  be- 
cause it  is  much  more  recent,  is  in 
the  production  of  drugs.  It  was  de- 
cided—because ot  the  thalidomide  ac- 
cident—that no  manufacturer  could 
put  a  drug  on  the  market  unless  he 
demonstrated  the  usefulness,   the  ef- 
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Housing  isift  the  problem  in  a  village 
where  a  child  is  born  every  sixteen  weeks. 

But  it  becomes  one  fast 
in  a  country  where  one  child  is  born  every  12  seconds. 


Take  a  look  at  your  watch. 

Everytime  the  second  hand  goes 
ound  once,  there  are  five  more  babies 
>rn. 

Today,  the  population  of  the 
ited  States  is  205,000,000. 

But  by  1980  it  will  reach 
0,000,000. 

And  as  the  country  starts  to  fill  up 
ith  more  people,  we  have  to  build  more 
)artments,  houses  and  offices  for  them 
live  and  work  in. 

But  that's  only  part  of  the  problem 

We  have  to  find  the  space  to  build 
;w  cities  for  our  growing  population,  too 

How  will  we  do  it? 

One  possible  solution  is  the  science 


fiction  sounding  megastructure.  (That's 
essentially  a  city  in  one  vast  continuous 
building.) 

It  would  have  dwellings,  stores, 
offices  and  recreation  centers  within  one 
concentrated  urban  structure. 

Many  city  planners  feel  this 
would  provide  a  more  diverse  city  life 
while  preserving  the  countryside  from 
suburban  sprawl. 

In  addition,  it  would  reduce  the 
size  of  today's  giant  city  to  the  more 
workable,  cohesive  city  of  under 
1,000,000  population.  (The  National 
Committee  on  Urban  Growth 
recommends  100  new  communities  of 
100,000  each  and  10  new  cities  of 
1,000,000  people.) 

But  no  matter  how  we  build  the 
future,  one  of  the  materials  we'll 
be  using  is  cement. 


GATX 


That's  where  we  come  in. 

Our  men  at  Fuller  Company  can 
provide  any  element  required  in  the 
cement  making  process  or  an  entire 
cement  plant. 

That  means  crushers.  And  mills. 
And  blenders.  And  kilns.  And  coolers. 

Plus,  auxiliaries  such  as  conveyers, 
air  compressors  and  dust  collectors. 

What's  more,  you  can  call  upon 
any  of  our  other  divisions  for  assistance 
on  any  job.  It  can  be  for  research.  Or 
storage.  Or  transportation.  Or  even 
banking. 

In  the  time  it's  taken  you  to  read 
this  ad,  there  have  probably  been  at 
least  fifteen  more  babies  born. 

But  there  haven't  been  fifteen 
more  homes  built  for  their  families. 

Yet. 


General  American  Transportation  Corporation  Chicago,  Illinois  60680 


Most  cards  are  for  spending. 
This  one  is  for  saving. 

This  card  is  for  business  travel  only.  It  guarantees  that 
you  will  pay  our  pre-set  commercial  rate  at  every 
TraveLodge.  It  can  save  your  company  important  dollars. 

We  also  give  you  free  reservations  from  any  place  in 
the  country.  Just  dial  800-255-3050. 

Fill  in  your  name.  Attach  to  your  business  letterhead. 
Mail  to:  TraveLodge,  Dept.  FO,  Box  308,  El  Cajon,  Calif. 
92022.  We'll  send  your  card  back.    IraVeIoobe 


Comparing  Unit  Heaters? 
Specify  quality. .  .buy  Young! 


Young  Type  H  suspended  Unit  Heaters 
featuring  horizontal  air  discharge,  elimi- 
nate duct  work,  save  installation  costs 
get  maximum  efficiency  from  steam  or 
hot  water  Exclusive  tubes  are  bonded  to 
fin  collars  by  mechanical  expansion  for 
perfect  heat  transfer  and  then  high  tem- 
perature fusion  bonded  to  tubular  steel 
headers  by  electrical  induction,  guaran- 
teeing durable,  leak-free  service  Many 
Type  "H"  Heaters  are  still  operating  ef- 
ficiently after  24  years  of  service  There 
are  28  models  with  capacities  to  360.000 
Btuh  If  you  compare  Unit  Heaters,  you  II 
buy  Young   Write  for  Catalog  2569 


YOUNG  RADIATOR  COMPANY 


y? 


Gonoral  Offices    Ruc.no,  Wisconsin  63403 
RucJialors  •  Heat  Exchangers 
Oil  Coolers  •  Una  Hi 


Fiberglass 

HATTERAS 


Rides  dry  even  at  high  speeds  in 
heavy  seas.  The  molded  flare  of 
the  Hatteras  hull  throws  water 
off  in  a  low  flat  arc.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature,  en- 
close $1.00.  Send  to  2552  Kivett 
Drive,  High  Point,  N.  C.  27261 


* 


Hatteras  Yacht  Division 

North  American  Rockwell 
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As  I  See  it 


<» 


ficacy  and  the  lack  of  toxicity.  Well, 
I  can  assure  you  that  there  has  been, 
and  still  is,  an  enormous  drug  lobby. 
And  yet  the  law  is  going  into  action.    < 

*So,  you  don't  think  environment  is 
a  passing  fancy?  After  all,  there  arc 
other  big  problems  today.  Why  all  the 
fuss  about  pollution? 

Dubos:  People  are  more  aware  of  tl 
pollution   problem   because   they   ai 
closer  to   it.   Threats  to  the  enviroi 
ment  reach  everyone.  Just  think  if  tl 
recent  smog  in  New  York  had  laste 
a  few  days  longer.   The  overloadirj 
of    hospitals,    the    lack    of    physicians 
and  nurses  to  go  around— I  think  these- 
things  would  have  been  more  galva- 
nizing on  public  opinion  than  the  sta- 
tistical   increase    in    the    number    of 
deaths  due  to  smog  or  poverty  or  war. 

You're  saying  this  goes  very  deep, 
this  almost  overnight— as  history  goes—] 
concern  with  the  environment. 


Dubos  :  Well,  getting  back  to  basics, 
what  we  have  here  is  that  man,  as  an 
organism,    is   struggling   for   survival 
Now,  using  pollution  as  an  example, 
a  vague  awareness  of  a  threat  to  hu-1 
man  life  has  crystallized.   People  are  ) 
beginning     to     feel     that     change     is  Ti 
needed.  Why  do  they  feel  that  wa\  ? 
Because   they   sense   that   everyone—  i 
including  oneself— is   a   little   worried  <j 
too.  That  worry  is  not  necessarily  a 
bad  thing,  it  can  start  a  process. 


An  evolutionary  process? 

Dubos :  Oh  yes.  What  we  are  witness- 
ing may  be  an  expansion  of  the  Dar- 
winian concept  of  evolution,  an  evolu- 
tionary process  inside  the  brain. 

Okay,  businessmen  arc  good  citi- 
zens. They  don't  want  to  fight  the  evo- 
lutionary process.  They  want  to  con- 
tribute to  it.  So  how  do  businessmen 
take  meaningful  action:1 

Dubos :  The  businessmen  I  meet  want 
to  discuss  what  they  can  do  thai 
would  be  compatible  with  their  stock- 
holders' wishes  and  needs,  and  not  in 
conflict  with  society.  One  thing  I  get  is 
that  businessmen  want  strong  govern 
ment  regulation— through  taxation— so 
that  they  all  have  the  same  burden. 

Businessmen  want  taxation? 

Dubos:  Taxation  and  regulation  are 
about  the  only  way  the  Federal  Gov- 
ernment can  intervene.  Taxes  on  the 
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IE  SITE  SEEKERS: 


"Since  we've  narrowed  it  down  to  the 

East-North-Central  and  East-South-Central  Zones . . . 

why  dont  we  take  a  closer  look  at  the  spot  where  the  two  meet: 

the  3-state  CINCINNATI  GAS  &  ELECTRIC  Area?" 


is  how  close  a  look  you  want.  We'll  provide  facts,  studies,  maps,  or  a  conducted  tour.  Write  or  call  James  A.  Wuenker  (513-632-2595) 

Area  Development  Division,  The  CINCINNATI  GAS  &  ELECTRIC  Co.  Cincinnati,  Ohio  45202     ~ 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  Vi  to  l/2 
higher. 

Over  5,000  styles  $100  to  $100,000 


Send  for  FREE  80  PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

NAME 

ADDRESS     


ZIP 


SILVER  in  the  70S 

Silver  is  on  the  threshold  of  a  dynamic  new  era  Exciting 
profits  await  the  knowledgeable  investor,  Learn  historic 
background,  new  supply  demand  fundamentals,  price 
ins  for  1970  80.  Silver  stock  or  commodity 
should  not  be  without  this  valuable,  new, 
comprehensive  and  original  1  b  page  study  Send  $2.00  in 
check  or  currency  today 

T^jjg3*  FREE  BONUS:  Order  now  and  also  receive 
l&Ry  my  controversial  and  revealing  10-page  re- 
port, "Inflation  —  The  Great  Dollar  Robbery".  Tells 
why  general  stock  market  is  not  an  inflation  hedge, 
wh.it's  ahead  for  interest  rates,  specifically  outlines  3 
investments  that  will  beat  the  coming  runaway  inflation 
spiral,  plus  much,  much  more!!  A  wealth  of  information. 
"Spet  ialuing  in  Inflation  and  Devaluation  Hedges" 


'Dcokc  S.  fottet 


P.O.  BOX  8414-F 
RENO.  NEV.  89507 


HOW  MANY 

MILLIONAIRES 


ARE  THERE  IN  THE 
UNITED  STATES? 

.  .  .  and  how  many  NEW  mil 
bona  ires  join  the  ranks  every 
year?  How  did  they  acquire 
their  wealth?  TTie  number  and 
the  reasons  may  astonish  you!  This  amazing  story 
is  revealed  in  a  valuable  new  booklet, 
"NEW  ROADS  TO  WEALTH  AND  OPPORTUNITY." 
Even  more  exciting  are  the  (actual  details  about 
a  specific  business  opportunity  that  is  nothing 
short  of  a  gold  mine.  Why?  Because,  as  an  asso- 
ciate of  the  organization  providing  the  oppor- 
tunity, you  help  others  to  succeed. 
For  your  free  copy  of  "New  Roads  to  Wealth  and 
Opportunity,"   phone,   wire,  or  write  immediate- 

$AI  INTERNATIONAL  dept.  F6 

Box  2212S*Denver,  Colorado  §0222  •  (303)  757-5500 


As  I  See  it 


polluter  would  make  it  economic  good 
sense  to  develop  new  ways  of  doing 
the  same  thing  without  polluting. 

How  would  you  do  this? 

Dubos:  Well,  take  insults  on  the  en- 
vironment from  the  trucking  industry 
in  the  form  of  exhaust,  in  the  form  of 
noise,  in  the  form  of  interference  with 
motion.  I  think  you  can  see  that  it  is 
fair  that  the  trucking  industry  be 
taxed  on  that— and  I  am  sure  that  if 
it  were  taxed  it  would  change  its  ways. 

Talking  about  changing,  Ralph  Na- 
der asked  you  to  agree  to  represent 
the  consumer  during  the  recent  move- 
ment to  place  consumer  advocates  on 
the  General  Motors  board,  didn't  he? 

Dubos :  Yes,  that's  right.  I  have  never 
met  Ralph  Nader  or  any  of  his  law- 
yers. They  called  me  and  told  me  the 
problem.  So  I  told  them  I  did  not 
want  to  get  involved  in  economic  or 
political  problems— this  is  not  my  area. 
But  if  they  accepted  that  I  talk  only 
about  the  technological  responsibility 
of  the  large  corporation,  then  I  would 
take  it  on.  And  I  did,  and  I  lectured 
all  over  the  country. 

Your  argument  is  that  with  a  large 
corporation,  the  long-range  interest  of 
the  stockholders  is  quite  compatible 
with  a  socially  responsible  attitude. 

Dubos:  In  this  case— GM— certainly  it 
is.  It's  apparent  that  our  society  does 
not  need  bigger  and  bigger  cars.  On 
the  other  hand  it  is  equally  clear  that 
our  society  does  need  public  transpor- 
tation and  small,  nonpolluting  motor 
cars.  So  it  seems  to  me  that  if  General 
Motors  wants  to  survive,  it  has  to 
think  about  the  demands  of  society. 
And  that  is  not  introducing  limita- 
tions on  General  Motors,  that's  de- 
manding of  General  Motors  much 
more  than  they  have  displayed  by  re- 
peating production  of  an  automobile 
which,  in  essence,  is  the  same  as  one 
designed  50  years  ago. 

On  the  subject  of  cars  and  social 
action,  you  have  described  yourself  as 
a  Buick-driving  conservative  who  does 
not  regard  moral  indignation  as  a  use- 
ful social  tool.  What  is  useful? 

Dubos :  Well,  what  I  said  was  that 
moral  indignation  is  not  enough. 
There  is  a  peculiar  form  of  escapism  in 
the  academic  community— and  I  am 
guilty  of  it  too,  to  some  extent— which 
is  to  write  nice  articles  about  some- 


thing and  not  make  any  effort  toward 
action.  I  realize  that  talking  is  not  ac- 
tion, but  by  talking  I  hope  to  create  a 
climate  within  which  the  search  for 
solutions  becomes  a  necessity.  You  see, 
it  is  the  only  kind  of  action  I  know. 

Shortly  after  this  interview  ended, 
Dr.  Dubos  inscribed  his  own  hope  for 
the  future  in  a  book  belonging  to  a 
15-year-old  high  school  boy:  "To  Rob- 
bie, who  belongs  to  the  generation 
which  is  going  to  save  the  earth."  ■ 
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The 

helpful 

bank. 

To  get  a  start  in  Canada  you  need 
the  help  of  our  bank  on  taxes,  labor, 
government  guidelines,  economic 
facts,  and  other  pertinent  information. 

Write  today  (on  

your  letterhead)  ••r  1  "1^  ^ 

for  your  free  copy       w^^  *  «•• 

of  "Businessman's     W%  £\WTgr%  M 
Canada?..and  M  ■*\f  •**• 

see  how  helpful  , 

it  can  be.  Canadas 

International 

Bank 


ASSETS  EXCEED 

TEN  BILLION  DOLLARS 

THE  ROYAL  BANK  OF  CANADA 

New  York  Agency  68  William  St.  1 0005  (344-1 1 00) 

Chicago.  Dallas.  Los  Angeles 

Head  Office  Montreal.  Place  Ville  Marie      . 

Toronto.  20  King  St.  West 

Over  1200  offices  in  Canada  and  around  the  world 


Faces  Behind  the  Figures 


Scammon  of  Elections  Research 


Gapos/s 

Thousands  of  young  people— even 
the  rebels  among  them  convention- 
ally dressed,  trimmed  and  shorn— 
are  ringing  doorbells,  talking  with 
the  voters  and  pasting  up  political 
posters.  The  potential  power  of  this 
new  force  in  American  politics  is 
being  studied  closely  by  a  man  in 
Washington  named  Richard  M. 
Scammon. 


At  age  55,  the  beefy,  bald  and 
cigar-chomping  Scammon  can  wade 
through  any  smoke-filled  room  bol- 
stered by  his  290-pound  bulk  and 
some  35  years  of  politician-watch- 
ing. These  days  the  National  Broad- 
casting Co.  and  Newsweek  pay  him 
well  just  to  be  a  phone  call  away 
when  it  comes  time  to  make  deci- 
sions on  election  coverage. 

In  his  other  role  as  director  of 
the  nonpartisan  but  influential 
Elections  Research  Center,  Scam- 
mon has  for  15  years  published  the 
definitive  volume,  America  Votes, 
which  every  two  years  analyzes  just 
who  voted  how  in  every  congres- 
sional, gubernatorial  and  presiden- 
tial election. 

After  poring  over  the  1968  re- 
turns, Scammon  concluded  that 
kidpower  may  have  been  present, 
but  kidlash  was  probably  an  even 
more  potent  force.  Such  backlash, 
he  feels,  is  apparent  in  the  way  or- 
dinary voters  are  reacting  against 
the  demands  of  the  youthful  parti- 
sans. Youth  has  gotten  to  the  me- 
dia and  to  the  influentials,  especial- 
ly in  the  upper-middle  class,  he 
contends.  These  same  people  saw 
kids  beaten  during  the  Democratic 
convention  in  Chicago  and,  they 
said:  "Those  are  our  children  out 
there."  The  blue-collar  parent  said: 
"Those  are  our  children  out  there 
—  the  cops!"  Says  Scammon:  "The 


real  gap  is  now  between  the  son  of 
the  Scarsdale  psychiatrist  and  the 
son  of  the  Italian-American  .fry 
cook  in  some  White  Tower  stand." 

These  sociological  elements  con- 
vince Scammon  that  the  Democra- 
tic party  must  move  toward  the 
political  center  and  away  from  the 
radical  areas  on  social  issues  if  it 
hopes  to  win.  But,  paradoxically, 
Scammon  (a  Democrat  who  was 
Census  Bureau  Director  under  Pres- 
ident Kennedy)  sees  business  con- 
ditions as  the  prime  election  issue 
over  the  next  year  and  a  half. 

President  Nixon,  he  believes,  is  a 
true  political  centrist.  But  he  lacks 
the  ability  of  an  Eisenhower  to 
rise  above  issues,  like  the  economy. 
"The  one  thing  that's  keeping  the 
old  FDR  Democratic  coalition 
alive,"  says  the  pol  watcher,  is 
memories  of  the  Great  Depression." 

In  his  new  book,  The  Real  Ma- 
jority, Scammon  and  his  co-author, 
Ben  J.  Wattenberg,  a  former  LBJ 
aide,  warn  Republicans  against 
their  usual  complacency  as  the  par- 
ty of  normalcy.  "The  Grand  New 
Party  must  also  move  on  the  bread- 
and-butter  issues.  .  .  .  Americans  of 
the  center  in  the  Seventies  will 
want  an  activist  problem-solving 
Government.  Republicans  cannot 
keep  the  image  of  the  party  of  the 
small-town  banker.  There  aren't 
enough  small-town  bankers."  ■ 


Easy  Choice 

If  he'd  wanted  to,  John  C.  Kene- 
fick,  48,  could  probably  have  taken 
over  the  roughest  job  in  U.S.  in- 
dustry last  month:  the  post  of  presi- 
dent and  chief  executive  of  the 
bankrupt  Penn  Central.  Instead,  he 
opted  to  stay  with  the  Union  Pa- 
cific, one  of  the  U.S.'  most  profit- 
able and  prosperous  railroad  prop- 
erties, and  in  the  process  moved  up 
from  executive  vice  president  to 
chief  executive  of  UP's  transporta- 
tion division. 

As  the  Penn  Central's  trustees  are 
very  much  aware,  John  Kenefick  is 
one  of  the  railroad  industry's  most 
talented  operating  people.  Born  in 
Buffalo,  N.Y.,  he  may  have  gone  to 
Princeton  ("You  can  do  anything  if 
you've  been  to  Princeton,''  be  says) 
but  he  made  his  reputation  as  a  rail- 
roader in  the  industry's  most  cher- 
ished up-from-the-trackgang  tradi- 
tion. In  1946,  lie  put  in  a  stint  as 
brakeman  on  the  IT  and  then  as 


an  assistant  superintendent  on  the 
Denver  &  Rio  Grande  Western. 

When  the  Rio  Grande's  presi- 
dent, Al  Perlman,  took  over  the  ail- 
ing New  York  Central's  chief  execu- 
tive spot,  he  took  Kenefick  along, 
and  by  the  time  the  ill-fated  Penn 
Central  merger  was  effected,  Kene- 
fick was  head  of  Central's  opera- 
tions. The  first  weeks  of  the  merger 
apparently  convinced  him  of  two 
things:  1)  It  wasn't  going  to  work, 
and  2)  Al  Perlman's  Central  crowd, 
mostly  young  and  sharp,  were  go- 
ing to  be  sacrificed  to  the  Pennsy's 
old-time  bureaucrats.  Within  three 
months  Kenefick  was  back  at  the 
UP,  this  time  as  vice  president  for 
operations.  "I  was  asked,"  he  says, 
"and  they  only  had  to  ask  me  once." 

Why  did  he  turn  down  the  Penn 
Central  offer?  Kenefick  doesn't  con- 
cede it  was  ever  made.  But  he 
says:  "UP's  going  good,  and  it's  just 
up  to  me  to  keep  the  ball  rolling." 
Kenefick  has  an  excellent  chance  of 
one  day  succeeding  Frank  Barnett 


as  head  of  the  whole  UP  empire— 
$2  billion  worth  of  railroad,  oil, 
land  and  natural  resources.  Who 
can  blame  him  for  preferring  that 
to  the  agony  of  untangling  what 
may  be  the  worst  corporate  mess 
in  U.S.  history?  ■ 


Kenefick  of  Union  Pacific 
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Things  wed 
at  nobody  else  does. 


rnany  of  the  largest  cities  in  the  country,  we 

It  just  about  everything  a  man 

lay  from  home  might  need  and  we 

Ind  out  how  or  where  to  get  it.  And 

■put  what  we  found  out  into  a 

(k'tz  Survival  Manual  for  each  city 

In  88  cities,  we  have  special 
Iport  and  city  maps.  And  in         j 
flny  of  the  rest  of  our  ak 

5  U.  S.  offices,  we  can 

e  you  diagrammed  regular 

ps  of  the  city  and  state, 

1  special  Hertz  touring  guides 

h  suggestions  on  where  to  go  and  what 

ee. 
If  you  need  to  rent  or  return  a  car  at  a 

iculous  hour,  there  are  305  cities  in  the 

ntry  where  at  least  one  Hertz  office  is  open 

evening.  We  have  more  places 

to  rent  a  car  and  more 

kinds  of  cars  to  rent. 


We'll  tell  you 

everything  from  what  to  do  to  what 

the  weather  won't  be  like. 


We  do  these  things  because  we  think  they 
uld  be  done. 

But  a  lot  of  things  we  do  we're  capable 
■oihg  because  we've  been  at  it  much  longer 
in  anybody  else. 

There's  a  Hertz  office  at  every  major 
|)ort  in  the  country.  And  in  many  that 
■n't  so  major. 

We  also  have  offices  in  dozens  of  towns 
fere  there's  no  one  else.When  you 
fit  a  Ford  or  similar  sedan 


in  most  of  them,  you  can  return  the  car  to  any 
other  Hertz  office  in  the  country  for  what  is 
usually  a  modest  drop-off  charge. 

/:  ^  Between  50  major  cities  in  this 
h  country,  and  in  many  others 
overseas,  there's  no  drop-off 
charge  at  all  when  you're 
renting  a  standard  Ford  or  a 
similar  sedan. 
Over  half  of  our  2700  world- 
wide offices  are  outside  the  U.S., 
and  not  only  in  places  where 
Americans  travel  most  of  the 
time.  You  can  reserve  a  Hertz  car  in  Malawi, 
New  Guinea,  Peru,  Zambia,  and  in  many  others 
where  there's  no  other  American  company. 

We  not  only  have  more  places  to  rent  you  a 
car,  we  also  have  more  kinds  of 
cars  to  rent. 

At  most  U.S.  offices,  you  can 
reserve  anything  from  a  Ford 
LTD,  to  a  Lincoln  Continental, 
and  convertibles,  sports  cars, 
station  wagons,  or  even  a  truck. 
After  all  this,  you  could 
expect  Hertz  rates  to  be  higher. 
Generally,  they  are  not. 
At  most  but  not  all  Hertz 
offices,  you  can  rent  an 
intermediate    — -  ■^BW 
or  standard  Ford  (f 

or  similar  sedan 
for  $7.47  a  day  and 
ten  cents  a  mile 
for  a  minimum  of 
seven  days,  for  a 
weekend  or  over  a  2-day  holiday.  And  we  have 
weekly  vacation  rates,  commuter  rates,  etc. 

When  you  rent  a  car  from  Hertz,  you  get 
something  nobody  else  can  give 
you.  Our  company. 


We're  in  towns  so  small  that  about 

all  you  can  do  there  is 
rent  a  car  and  go  someplace  else. 


Hertz 

You  don't  just  rent  a  car.  You  rent  a  company. 


JHERT2  SYSTEM,  INC.,   1970 


Faces  Behind  the  Figures 


The  Beachhead  Widens 

Yosuio  Terasawa,  the  39-year-old 
executive  vice  president  and  U.S. 
manager  of  japan's  Nomura  Secur- 
ities Co.,  lias  his  countrymen's  gift 
for  pulling  off  bold  business  ma- 
neuvers as  if  they  were  mere  move- 
ments in  a  tea  ceremony. 

Nomura,  the  largest  Japanese 
brokerage  house,  last  year  bought  a 
seat  on  the  boston  Stock  Exchange. 
A  major  invasion  of  the  U.S.  se- 
eurities  business-like  the  Japanese 
invasion  of  the  auto  and  electron- 
ics  business?  Nothing  so  big,  says 
Terasawa.  The  idea  is  to  have  a 
place  to  buy  American  stocks  when 
the  U.S.  mutual  funds  provide  or- 
ders. "We  give  them  lots  of  re- 
search on  Japanese  firms,"  he  says. 
"But  because  some  cannot  buy  Jap- 
anese stocks,  they  feel  sorry  for  us 
and  give  us  American  orders." 

That  may  be  an  example  of  dry 
Japanese  humor,  because  surely  no- 
body need  feel  sorry  for  Nomura 
Securities.  At  a  time  when  Wall 
Street  is  littered  with  nameplates 
of  brokerage  houses  that  have  fad- 
ed into  merger  or  bankruptcy,  No- 
mura is  moving  into  new  head- 
quarters on  The  Street. 

Most  of  Nomura's  business  here 
at  the  moment  is  done  in  coopera- 
tion with  U.S.  firms.  Firms  such  as 
Smith  Barney,  Merrill  Lynch  and 
White,  Weld  &  Co.  co-managed  with 


Terasawa  of  Nomura 


Nomura  the  underwriting  of  such 
Japanese  companies  as  Toshiba 
and  Sony.  On  Japanese  stock  trans- 
actions, which  Nomura  executes 
over  the  closed-shop  Tokyo  Stock 
Exchange,  American  firms  reap  a 
20%  commission  rebate.  This  be- 
came sizable  business  as  Nomura 
handled  about  $250  million  of  the 
$500  million  Americans  invested 
last  year  in  Japanese  stocks. 

Now  Terasawa,  himself  trained 
at  the  Wharton  School  of  Finance, 
and  bis  stall  will  be  taking  Nomura 
into  greater  competition  with  U.S. 
brokers.  Already  the  firm  is  dealing 
directly  in  Tokyo  for  U.S.  mutual 
and  pension  funds.  Nomura  has 
considered  membership  on  the  Pa- 
cific Coast  Exchange  and  on  Chi- 


cago's Midwest  Stock  Exchange, 
but  not  a  seat  on  the  New  York 
Stock  Exchange.  "Right  now,"  he 
says,  "we  don't  plan  it."  Why  not? 
Says  he:  "We  need  to  live  with  our 
friends  on  The  Street." 

A  bit  ingenuously,  perhaps,  Ter- 
asawa says  that  he  sees  growing 
business  from  wealthy  Hong  Kong 
and  Bangkok  traders  seeking  U.S. 
securities  and  from  Americans  of 
Japanese  origin  who,  he  says,  "like 
to  do  business  in  the  mother 
tongue.  We  approach  them  aggres- 
sively." Will  other  Americans,  of 
whatever  origin  or  mother  tongue, 
also  be  approached  aggressively  by 
Nomura?  Knowing  how  the  Japa- 
nese expand— decorously  but  firmly 
—we'll  bet  that  one  day  thev  will.  ■ 


All  in  the  Family 

Last  month,  as  65-year-old  W. 
Irving  Osborne  prepared  to  step 
aside  as  head  of  Chicago's  staunch- 
ly conservative  Pullman  Inc.,  his- 
tory solemnly  repeated  itself.  About 
a  decade  ago.  when  curmudge- 
only old  Champ  Carry  decided  to 
retire,  Pullman  turned  to  its  own 
board  lor  a  successor  and  settled 
on  Osborne,  a  paper  executive  who 
had  recently  sold  out  his  company 
to  St.  Regis 

Last    month    it    turned    to    the 
board  again.  This  time  it  came  up 
with  Samuel  B.  Case)   jr.,  43,  chair- 
man of  the  John   I  ■> .,  a 
Pittsburgh    construction    firm    that 
has  handled  such  proji 
burgh's  Fort  Pitt  Bridge 
far    from    an    outsider.    His 
was  a  major  stockholdei  vin- 
dell-Dressler,    an    cngin<    ring    and 
construction     firm     that     Pullman 
acquired  in   1963.  His  stepfather, 


Casey  of  Pullman 


Frank  R.  Denton,  is  one  of  Pull- 
man's largest  shareholders,  and  a 
Pullman  board  member,  and  a  for- 
mer vice  chairman  of  the  powerful 
Mellon  National  Bank,  one  of  Pull- 
man's principal  bankers. 

One  report  recently  implied  that 
Casey's  appointment  means  the  liq- 
uidation of  Pullman's  freight  car 
division,  but  the  suggestion  is  pa- 
tently absurd.  Perfectly  true,  Pull- 
man's freight  car  orders  are  off  and 
its  first-half  earnings  were  down 
nearly  a  third  to  $7.3  million,  but 
the  transportation  division  provid- 
ed the  bulk  of  those  earnings  as  it 
has  in  most  years  out  of  the  last 
hundred.  The  real  squeeze  had 
come  in  Pullman's  engineering  and 
construction  division. 

In  fact,  Casey's  appointment 
does  not  imply  a  major  change  of 
direction  in  the  solid,  conservative 
old  firm.  It  implies  rather  continui- 
ty—leavened perhaps  with  some 
youthful  vigor  and  fresh  outlook.  ■ 
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©1970  National  Life  of  Vermont,  Montpelier; 

Subsidiary:  National  Life  Investment  Management  Company,  Inc., 

Affiliate:  Equity  Services,  Inc. 


HIS  MISSION:  CONQUER  THE  LAST  FRONTIER 

He's  an  oceanographer.  While  the  exploration  of  outer  space  dominates 
the  headlines,  he  works  quietly  to  uncover  the  secrets  of  the  ocean  depths. 
The  harvest  of  his  efforts  may  someday  feed  the  world. 

Quiet  and  diligent,  too,  is  the  work  of  the  National  Life  agent.  His  highly 
professional  planning  of  your  life  insurance  program  can  yield  family  security 
for  decades  to  come. 

National  Life 

of  Vermont 

National  Life  Insurance  Company,  Montpelier,  Vermont 

LIFE  INSURANCE,  BUSINESS  INSURANCE,  PENSION  AND  PROFIT-SHARING  PLANS 


Faces  Behind  the  Figures 


An  Urban  Affair 

Americans,  all  too  familiar  with 
the  constant  whine  of  problems 
their  own  large  cities  and  city  offi- 
cials present,  may  recall  with  af- 
fection their  visit  to  Expo  67  in 
Montreal.  There  was  something  dif- 
ferent about  that  city. 

It  could  be  merely  that  Montreal 
is  French.  But  it  just  may  be  that 
Montreal  has  a  French  lover  who 
doubles  as  one  of  the  shrewdest, 
most  effective  mayors  around.  Jean 
Drapeau,  now  54,  has  been  mayor 
of  Montreal  since  1954  with  only 
one  three-year  break  in  his  reign. 

Drapeau's  beloved  Montreal  has 
charm,  yes,  but  also  something  that 
he  defines  as  esprit  and  looks  very 
much  like  vitality.  It  is  evident  in 
new  expressways,  a  gleaming  new 
subway  system,  new  hotels  and  of- 
fice buildings.  These  weren't  inevi- 
table. Montreal  could  have  been 
just  another  Canadian  city,  com- 
peting with  others  for  its  share  of 
modernization  funds.  But  Drapeau 
did  not  want  to  stand  in  line.  He 
pushed  the  idea  of  Expo  67,  a 
World's  Fair  for  Montreal  and  got 
the  city's  residents— some  of  them 
the    wealthy    financiers    of    West- 


Mayor  Drapeau  of  Montreal 


mount— to  put  up  the  seed  capital. 

"Once  we'd  primed  the  pump 
with  $100  million  of  Montreal's 
money,  you  understand,"  he  says, 
as  if  discussing  I'amour,  "the  rest 
followed."  The  rest  was  the  federal 
and  provincial  funds  that  modern- 
ized Montreal. 

After  Expo,  Drapeau  succeeded 
in  keeping  most  of  the  Fair  as  a 


tourist  attraction  called  Man  and 
His  World.  And  now,  he  has 
brought  the  city  the  1976  Olympic 
Games.  "The  money  we  shall  spend 
for»the  Olympics  would  be  money 
we  would  spend  anyway,"  he  says. 
"The  Olympic  Village  will  be  Mon- 
treal's urban  renewal  housing." 

Drapeau  talks  urban  affairs  as  if 
they  were  a  business,  which  of 
course  they  are.  "Five  years  ago  no 
American  south  of  New  York  knew 
where  Montreal  was.  Today,  after 
Expo,  with  the  Olympics  coming, 
Montreal  is  discussed  every  day  in 
newspapers,  on  radio  and  television 
in  130  countries.  What  would  a 
business  pay  for  such  publicity, 
eh?"  Drapeau  winks. 

Montreal,  after  all,  was  not  dif- 
ferent from  other  cities.  It  needed 
to  modernize  to  remain  vibrant  as 
well  as  charming.  Drapeau  had  to 
raise  the  funds  to  accomplish  this. 
Shrewdly,  he  did  so  by  sugarcoat- 
ing  his  fund-raising  with  spectacle. 
"I'm  no  businessman,  of  course,  but 
when  I  see  the  Metro  [subway]  for 
Montreal  20  years  before  we  could 
have  hoped  for  it  without  Expo,  I 
sense  what  return  on  investment 
really  is,"  he  says,  then  smiles,  then 
winks  again.  ■ 


Nothing  To  It 

Pierre  Salinger,  onetime  newspa- 
perman, onetime  press  secretary 
to  President  Kennedy,  long-time 
swinger,  now  is  deputy  chairman  of 
Gramco,  an  offshore  real  estate  firm. 

"How  did  you  ever  become  a 
businessman?"  Forbes  asked  him. 

Salinger:  "Being  a  businessman 
isn't  much  different  from  being  a 
reporter.  You  collect  information 
and  you  make  a  decision  based  on 
that  information.  Businessmen  have 
created  a  great  mystique  about 
business.  Hell,  any  good  reporter 
can  be  a  good  businessman." 

Actually,  Salinger  is  more  of  a 
salesman,  a  high-level  salesman, 
than  he  is  a  businessman.  Gramco 
is  a  peculiar  company.  It  is  the 
manager  of  something  called  USIF 
Real  Estate.  USIF  is  listed  on  the 
Luxembourg  stock  exchange,  but 
has  its  offices  in  Nassau.  Gramco  it- 
sell  is  based  in  London.  For  all  this 
complicated  structure,  Gramco's 
business  is  quite  simple:  It  buys 
real  estate  in  the  U.S.,  then  sells 
shares  in  the  real  estate  to  Euro- 
pean and  other  foreign   investors. 


Gramco's  top  men  are  themselves  a 
strange  pair:  Keith  Barish,  a  25- 
year-old  Floridian,  and  Rafael  Na- 
varro, 34,  a  Cuban  who  was  an  of- 
ficial in  the  Batista  dictatorship. 

There  have  been  a  good  many 
questions  raised  about  Gramco  late- 
ly. About  its  selling  methods.  About 
the  prices  it  pays  for  real  estate. 
About  the  big  chunks  it  takes  for 
itself  out  of  the  investor's  money. 
Although  Gramco  is  in  real  estate 
rather  than  in  stocks,  some  people 
have  drawn  uncomfortable  paral- 
lels between  it  and  Bernie  Corn- 
feld's  Investors  Overseas  Services. 

Salinger  and  other  Gramco  men 
shrug  off  such  criticisms.  Now  45, 
the  portly,  sidebuxned  Salinger, 
lives  in  a  lavish  London  hotel  suite 
and  commutes  frequently  to  New 
York.  How  did  he  get  involved  with 
Gramco?  "I  had  met  Keith  Barish 
when  he  visited  the  White  House 
once  with  a  group  of  Young  Demo- 
crats. He  phoned  me  one  day,  and 
that's  how  I'm  here.'' 

1  lowever,  high  finance  doesn't 
occupy  all  of  Salinger's  time.  He  re- 
cent ly  completed  a  novel  about  a 
world  crisis  that  starts  in  "an  imag- 


inary Latin  American  country."  He's 
a  director  of  a  movie  company,  and 
a  part  owner  ( along  with  such  oth- 
er swingers  as  Sammy  Davis  Jr. 
and  Paul  Newman )  of  The  Factory, 
a  Los  Angeles  night  spot,  a  world 
away  from  the  world  of  finance.   ■ 


Salinger  of  Gramco 
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For  answers  to 
investment  problems* 
corporate,  institutional, 
individual* 
talk  to  a  firm  that 
specializes  in 
innovative  investment 
management. 


White,  Weld  &Co. 

Members  New  York  Stock  Exchange  and  other  principal  exchanges 

New  York   Boston  Chicago  Atlanta   Dallas   Hagerstown   Hartford  Los  Angeles 

Minneapolis  New  Haven   Philadelphia  San  Francisco 

London   Paris  Zurich  Caracas  Geneva   Hong  Kong  Montevideo  Montreal 


Anaconda 


Anaconda,  the  mining  company,  is  also  Anaconda,  the  manufacti 
Half  of  our  business  is  fabricating  metals  into  the  countless  iti 

economy  demands. 

Little  things  like  pen  tips.  Big  things  like  thousands  of  miles  ol 

underground  cable.  Copper  things.  And  aluminum  things.  Steel  ai  | 

things.  Even  wooden  things,  like  lumber  for  building  houses. 

Things  that  fly  high  like  our  beryllium  in  the  Surveyor  now  sitt  i 


^• 


%3 


makes  it. 


and  in  the  newest  aircraft  navigational  systems.  Things  that 
he  earth  like  tube  for  plumbing. 
r  we're  constantly  finding  new  and  better  ways  to  make  new  and 
lings.  Ways  that  put  us  and  keep  us  ahead- of  demand.  Ways  that  make 
»  useful  to  our  thousands  of  customers. 

fcuiow  as  much  about  fabricating  as  we  do  about  mining.  And  that's 
irable.  The  Anaconda  Company,  25  Broadway,  New  York,  N.  Y.  10004. 


O 


Anaconda:  one  of  the  great  natural  resources  of  the  Americas. 


Big  game  hunting  is  no  time  to  go  public. 


A  private  placement,  alone  on  a  mountain  slope  in  the  168,000  acre 
Forbes  Trinchera  Ranch,  puis  a  man  in  the  midst  of  the  sweeping  beauty 
of  a  natural  game  range.  His  hunt  takes  him  downhill  across  the  trails  of 
one  of  the  greatest  big  game  populations  anywhere.  Here  on  the  highlands 
of  the  Colorado  Rockies  he  finds  his  prize  elk  and  trophy  deer. 

Guided  hunts  on  the  Forbes  Trincher  i   ire  strictly  limited  to  keep 
trophy  hunting  private  and  am.:':   gly  good.  Hunter/ success  ratios  rank 
among  the  highest  in  North  Amci         For  the  sportsman  or  the 
businessman  who  has  been  successfu    in  other  ways,  a  Forbes  Trinchera 
guided  hunt  is  a  must  —  at  least  once  a  lifeti 

Guided  hunts  start  at  $500  plus  lodging.  Send  foi    ull  color  brochure 
describing  guided  hunts  for  Fall,  1970.  W  rite  to  \\  Idlife  Manager,  Forbes 
Trinchera  Ranch,  Box  149,  Fort  Garland,  Colorado  81133. 


Less  than  18  months  ago  a  compa- 
ny without  long-term  debt  was 
considered  to  be  a  company  asleep; 


Debt-Free  Companies 

one  that  wasn't  giving  the  stock- 
holders the  benefits  of  leverage. 
In  today's  tight-money  market,  that 


may  no  longer  be  a  virtue.  Listed 
below  are  55  Big  Board  firms  with 
little  or  no  long-term  debt.   ■ 


r 

Recent  Financial  Data 

Net 

Latest 

Stock  Data 

» 

Company 

Assets 

Working 

Net 

Cash       Stockholders' 

Earnings 

Indicated 

Recent 

1970 

Capital 

Income 

Flow 

Equity 

Per  Share 

Dividend 

Price 

Price  Range 

1 

Per  Share 

r 

Alco  Standard 

$      146.6 

$      57.8 

$      10.0 

$      13.2 

$  8.65 

$1.46 

$0.26 

16i/8 

237s-13 

American  District  Telegraph 

126.3 

3.1 

6.5 

21.9 

11.97 

1.25 

0.40 

23 

313/8-19i/2 

American  Home  Products 

725.6 

278.2 

123.3 

140.5 

5.73 

2.44 

1.60 

56% 

717/8-51i/8 

American  Hospital  Supply 

339.3 

209.3 

25.0 

30.1 

7.84 

0.82 

0.24 

323/8 

47i/2-263/8 

Armstrong  Cork 

487.7 

108.8 

31.9 

52.2 

14.15 

0.97 

0.80 

26i/2 

353/8-211/4 

Briggs  &  Stratton 

82.3 

31.4 

13.6 

17.3 

18.42 

4.40 

2.65 

46  % 

595/8-433/4 

Brown  Shoe 

192.2 

92.1 

16.3 

22.3 

19.92 

2.10 

1.50 

26% 

36     -21 1/4 

Campbell  Soup 

554.6 

232.5 

51.2 

82.1 

13.83 

1.86 

1.10 

271/4 

36% -24% 

Carter-Wallace 

114.6 

60.2 

11.6 

14.8 

10.74 

1.48 

0.50 

145/8 

351/4-H 

Chicago  Pneumatic  Tool 

164.8 

103.4 

16.9 

19.8 

26.84 

3.37 

2.00 

301/4 

38%-27% 

Coca-Cola 

870.6 

199.7 

121.0 

162.9 

8.60 

2.16 

1.44 

72 

86V2-63 

Communications  Satellite 

261.4 

108.5 

7.1 

24.6 

22.51 

1.09 

None 

39 

573/4-25 

Donnelley,  R.  R. 

271.6 

59.4 

21.2 

35.2 

10.80 

1.10 

0.44 

i5y8 

251/4-131/2 

Dravo  Corp. 

148.6 

42.5 

6.6 

14.1 

34.58 

2.13 

1.40 

273/8 

36V2-23 

Dun  &  Bradstreet 

186.5 

89.8 

21.3 

24.3 

9.83 

2.13 

1.45 

441/4 

59%-41% 

Eastman  Kodak 

2.830.0 

885.5 

401.1 

533.5 

12.52 

2.51 

1.28 

64i/8 

84% -57% 

Factor,  Max 

139.1 

72.9 

160 

18.6 

10.50 

1.60 

0.60t 

35 

471/2  -281/4 

First  National  Stores 

133.5 

24.2 

2.6 

9.4 

57.07 

1.76 

1.00 

323/4 

383/4-26% 

Gardner-Denver 

161.9 

96.8 

23.1 

27.3 

15.59 

2.89 

1.30 

291/4 

32% -22 

General  American  Oil 

200.3 

10.1 

18  3 

35.7 

32.86 

3.49 

0.60t 

401/4 

413/4-26% 

General  Motors 

14,820.1 

4,352.0 

1,711.0 

2,476.8 

34.64 

5.42 

3.40 

72 

76V4-59% 

Great  Atlantic  &  Pacific 

911.8 

335.8 

53  3 

103.8 

26.63 

2.15 

1.30 

27V4 

283/4-21% 

Hewlett-Packard 

240.4 

89.4 

25.6 

36.7 

6.75 

1.01 

0.20 

25% 

45%-19% 

Howard  Johnson 

112.0 

17.1 

9.0 

18.1 

8.95 

0.94 

0.24 

151/2 

20% -11% 

Johns-Manville 

501.8 

144.0 

41.5 

56.6 

23.28 

2.18 

1.20 

353/4 

37%-26% 

Kellogg 
Libbey-Owens-Ford 

317.1 

70.6 

44.6 

57.2 

5.58 

1.28 

1.70 

213/g 

22     -19% 

380.2 

106.7 

40.1 

56.1 

16.94 

2.68 

2.40 

341/4 

4534-28% 

Lilly,  Eli 
Lukens  Steel 

538.4 

182.0 

83.5 

97.4 

11.79 

2.74 

1.40 

87  % 

90%-77% 

110.3 

26.7 

7.2 

12.4 

30.75 

1.92 

1.00 

18 

26% -15 

Masonite  Corp. 

146.8 

40.9 

13.3 

22.2 

15.69 

2.15 

0.72 

40% 

41     -24% 

Maytag 
Merck 

99.9 

53.0 

216 

25.6 

6.36 

1.67 

1.25 

29% 

30     -2OV4 

550.1 

211.3 

100.6 

122.7 

11.25 

2.94 

2.00 

793/4 

1123/4-73% 

Minnesota  Mining 

1,343.6 

422.8 

179.4 

244.0 

17.55 

3.28 

1.75 

873/4 

1143/4-71 

Norton  Co 

292.6 

132.6 

16.1 

28.9 

38.02 

2.90 

1.50 

25 

333/4-23% 

Parke-Davis 

399.2 

112.1- 

20.8 

30.6 

14.28 

1.11 

0.60 

203/g 

353/8-13 

Plough 

96.7 

54.4 

15.8 

17.0 

7.90 

2.09 

0.68 

611/8 

85     -55 

484.4 

297.9 

61.9 

76.4 

12.91 

1.92 

0.32 

67'/4 

1303/4-51 

PPG  Industries 

1,164.1 

195.8 

54.0 

106.3 

32.53 

2.22 

1.40 

263/4 

371/4-21% 

Rex  Chainbelt 

150.0 

65.1 

9.6 

13.7 

23.84 

2.69 

1.50 

283/4 

393/4-253/4 

Richardson-Merrell 

311.6 

109.1 

28.2 

35.3 

11.18 

2.73 

1.00 

51% 

64%-46% 

Rohm  &  Haas 

449.8 

137.4 

33.5 

64.4 

55.64 

4.93 

1.60t 

661/2 

85V4-55% 

Safeway  Stores 
Schering  Corp. 
Schlumberger 
Shulton 

788.7 
178.3 
473.7 

140.8 

69.7 

179.7 

51.3 
27.5 
46.3 

98.0 
32.1 
80.4 

17.89 

7.43 

29.77 

2.17 
1.87 
4.10 

1.10 
0.80 
1.40 

28% 

49i/2 
77i/8 

30%  -22% 

633/8-46 

88%-513/4 

90.5 

36.7 

7.7 

9.1 

18.06 

2.19 

0.80t 

22  3/8 

42%-17i/4 

Smith  Kline  &  French 
Sperry  &  Hutchinson 
Square  D 
Sterling  Drug 
Stewart-Warner 

242.2 
466.8 
149.4 

76.9 
21.7 
82.1 

40.5 
37.7 
25.3 

46.3 
41.9 
28.3 

10.78 

14.12 

5.70 

2.89 
3.37 
1.17 

2.00 
1.00 
0.95 

433/4 

423/g 

193/4 

551/4-37% 
593/4-32% 
231/4-17% 

370.8 
122.5 

163.6 
47.6 

51.8 
12.7 

58.9 
18.0 

6.46 
22.70 

1.41 
2.77 

0.75 
1.80 

333/4 

26% 

433/4-27% 
36     -22% 

Timken 
Upjohn 
Hiram  Walker 

378.2 

158.4 

34.7 

50.4 

30.25 

2.85 

1.80 

28 

32     -25% 

360.8 

121.0 

37.4 

49.6 

17.74 

2.56 

1.60 

48 

59%-32% 

500.2 

243.3 

47.9 

55.7 

21.26 

2.86 

1.45 

39i/8 

503/4-33 

Wrigley,  William 
Zenith  Radio 

131.1 
336.5 

57.3 
153.4 

15.6 
39.6 

19.8 
51.6 

55.19 
11.82 

7.90 
1.46 

5.50 
1.40 

IIOV4 
33% 

1113/4-88% 
373/4-22% 

JPIus  slock. 
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A  lot  of  Merrill  Lynch  customers 

are  getting  8%  percent. 

In  spite  of  the  bear  market. 


They're  buying  bonds. 

Corporate  bonds,  for  example.  Many  blue 
chip  corporations  are  issuing  bonds  that  pay 
interest  of  8V2  percent  or  more. 

For  customers  in  high  tax  brackets,  we  of- 
ten suggest  municipal  bonds.  These  currently 
pay  only  about  6  percent.  But  in  most  cases, 
the  interest  is  free  from  Federal  income  taxes. 
Depending  on  your  tax  bracket,  that  could 
mean  an  equivalent  net  yield  of  as  much  as 
12  percent. 

Bonds  also  offer  a  chance  for  capital  gains. 
If  bond  interest  rates  keep  going  down,  as  they 
have  since  June,  recently  issued  corporates 
and  municipals  will  probably  go  up  in  value. 
(Of  course,  a  rise  in  interest  rates  would  prob- 
ably reduce  their  value.) 

Another  way  to  go  after  capital  gains  is 
to  buy  older  bonds  that  pay  a  low  rate  of  inter- 
est and  now  sell  at  a  discount.  For  example,  a 
major  utility's  3%  percent  bonds  sold  recently 
for  about  $880  each.  They're  scheduled  to  pay 


$1,000  when  they  mature  in  1973,  am 
the  difference  will  be  pure  capital  gains. 

It's  no  accident  that  we're  geared  up 
help  our  customers  buy  and  sell  bonds, 
were  working  on  it  back  in  1968,  when  bone 
interest  rates  began  to  move  well  above  banl 
rates.We  felt  this  might  start  a  trend  to  bone 
among  individual  investors.  So  we  reorgc 
nized  our  whole  bond  department  and  in- 
creased our  capital  available  for  handling 
bonds  by  millions  of  dollars. 

The  result  is,  we  can  help  our  customers 
buy  or  sell  most  bonds  in  nearly  any  amount. 
$1,000,  $1,000,000  or  more. 

If  you'd  like  to  consider  adding  bonds  to 
your  portfolio,  talk  to  a  Merrill  Lynch  Account 
Executive.  He's  backed  by  230  specialists  in 
all  kinds  of  fixed  income  securities. 

Check  your  phone  directory  for  the  num- 
ber of  our  nearest  office.  Or  get  it  by  calling 
800-243-6000  toll  free.  (In  Connecticut,  call 
800-942-0655). 


Merrill  Lynch:We  look  for  the  trends. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc. 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing7  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering7 
(Dept  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How   intensively  are  we  building?  (Dept.  of 


Commerce  private  nonfarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt7  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


JUNE  139.4 

JULY 138.2 

AUG.  137.5 

SEPT.  137.1 

OCT 137.2 

NOV 136.3 

DEC 134.5 

JAN 132.4 

FEB 130.9 

MAR 129.0 

APR 127.8 

MAY  126.1 

JUNE  125.7 

JULY  (prel.)     126.0 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


_i_.J 


MARKET  COMMENT 

By  L  O.  Hooper 


The  Bear  Market  /s  Over! 


The  bic  messaci  is  that  the  bear 
market  is  over.  It  ended  in  Ma\  when 
everyone  thought  we  had  a  "liquidity 
crisis."'  Actually,  the  crisis  was  a  few 
weeks  earlier  than  the  May  26th  low 
in  the  Dow-Jones  industrials.  At  that 
time  the  Federal  Reserve  already  had 
begun  to  ease  credit,  as  had  been 
indicated  in  this  column.  It  takes 
three  to  five  months  for  a  change  in 
credit  policy  to  find  reflection  in  the 
stock  market  and  in  the  economy. 
Since  late  August  we  have  been  feel- 
ing  the  favorable  effects  ol  changes  in 
credit  poliC)   made  months  ago. 

The  Administration  and  the  led 
simply  did  not  have  the  nerve  to  go 
through  with  the  deflationary  policies 
initially  adopted.  It  would  hurt  too 
much.  Once  again  it  is  shown  that 
democracies  can't  do  extremely  un- 
pleasant things.  The  people  vote.  This 
column  was  saying  something  of  the 
kind  main  months  ago. 

The  rate  of  inflation  was  slowed 
down.  The  people  who  were  most 
hurt  were  the  investors  in  stocks  and 
bonds.  That  was  logical,  because  the 
worst  excesses  were  in  the  stock  mar- 
ket. A  bear  market,  lasting  19  months, 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W    E.  Hutton  &  Co. 


washed  most  of  th?se  excesses  out. 
The  economy  did  not  deteriorate  as 
much  as  the  stock  market  because  the 
economy  was  not  as  inflated. 

The  rate  ol  inflation  seems  to  have 
slowed  down,  but  inflation  has  not 
ended.  Many  of  the  absurdities  in  ex- 
pectations have  been  painfully  elimi- 
nated. 'The  productivity  of  labor  has 
increased.  Business  has  brought  some 
of  its  excessive  overhead  under  better 
control.  The  conglomerates  have  dis- 
covered that  two  and  two  don't  make 
eight;  and  the  performance  funds 
have  found  that  common-stock  port- 
folios, in  normal  times,  don't  increase 
in  value  at  the  rate  of  20%  or  307c  per 
annum  compounded.  All  this  has  been 
most  unpleasant;  but  we  are  begin- 
ning to  realize  that  it  was  not  the  end 
of  the  world.  After  all,  inflation  is  not 
dead;  and  perhaps  we  can  live  with  it 
fairly  pleasantly  for  a  while— at  this 
lower  rate  of  price  increases. 

A  Stronger  Market 

Take  a  look  at  the  "technical  posi- 
tion" of  the  stock  market.  That  phrase 
means  different  things  to  different  peo- 
ple. In  its  proper  sense  it  has  little  to 
do  with  the  lines  plotted  on  charts.  It 
really  refers  to  the  state  of  demand  and 


supply,  entirely  independent  of  es- 
sential investment  value.  The  techni- 
cal position  of  the  stock  market,  or 
most  of  it,  had  been  getting  strong- 
er for  weeks  when  this  big  rally  start- 
ed in  the  final  third  of  August. 

The  catalytic  factors  to  make  the 
market  change  from  abnormal  inac- 
tivity and  discouragement  were  "more 
peace  in  the  air"  than  there  had  been 
for  years  and  evidence  that  the  easier 
money  policies  of  the  Fed,  adopted 
at  least  three  or  four  months  earlier, 
were  beginning  "to  take."  Washing- 
ton's bullish  "jawbone,"  so  nakedly 
evident  during  July  and  early  August, 
didn't  hurt  either.  The  DJI  went 
through  the  740  supply  area  like  a  hot 
knife  goes  through  butter;  and  it  looks 
as  if  the  770  level  will  be  mastered  to 
make  the  next  supply  area  somewhere 
just  under  or  just  over  800.  If  this  is 
a  flash  in  the  pan,  it  is  a  pretty  big  one. 

Speaking  homogeneously,  the  late 
August-early  September  rally  was  es- 
sentially technical.  Many  stocks  were 
thoroughly  "sold  out,"  there  was  a  big 
"short  position,"  and  just  a  little  buy- 
ing made  a  big  price  influence.  Speak- 
ing heterogeneously,  the  relationship 
between  the  performance  of  individual 
issues  and  values  back  of  them  was 
exceedingly  confused.  Some  stocks 
went  up  too  fast;  and  other  stocks, 
with  perhaps  an  equal  or  bigger  po- 
tential, did  little  or  nothing.  The  stock 
market,  in  the  case  of  many  issues 
(not  all)  had  not  yet  settled  down  to 
a  value  vs.  price  status.  This  makes 
contemporary  comment  on  the  rela- 
tive attractiveness  of  specific  issues 
fraught  with  unusual  pitfalls.  The 
commentator  knows  he  should  join  the 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I  T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I   One  Charles  Center.  Dept.B 
Baltimore,  Md.  21201 

I  *■•-• 
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LOW  TURNOVER 

Ten  national  electronics 
firms  in  Utah  report  only  from 
1.7%  to  4%  labor  turnover. 


UTAH 

POWER 

&  LIGHT 

CO. 


A  Growing  Company 
in  the  Growing  West 


A.  T.  8  T.  WARRANTS 


Don't  ignore  their  high  leverage  potential!  Full 
Report  by  Editor  Sidney  Fried  on  A.T.  &T. 
common  and  A.T.  &T.  Warrants,  plus  full 
statistical  description  of  250  Warrants  current- 
ly trading  and  an  eye-opening  outline  of  a 
method  by  which  you  can  profit  from  those 
hundreds  of  Warrants.  Also— write-ups  on  2 
attractive  Warrants  you  should  know  about. 
All  for  $3  from  one  of  the  largest  and  most 
experienced  services  covering  the 
Warrants  field  for  more  than  18 
years.  For  your  copy  of  this  il- 
luminating "package",  with  all  the 
above,  send  $3  today  to  Warrants,  Dept.  F-808, 
R.H.M.  Associates,  220  Fifth  Avenue.  New 
York.  NY.   10001. 
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crowd  and  "feel  better,"  but  he  re- 
alizes that  his  selectivity  easily  can  be 
more  emotional  than  logical. 

But  this  is  a  column  of  opinion, 
and  the  readers  have  a  right  to  know 
how  the  writer  is  thinking— and  why. 
I  suspect  that  the  biggest  mistakes 
will  be  made  by  those  who  get  too 
enthusiastic  about  the  revival  of  the 
boom  in  glamour;  and  that  the  most 
money  will  be  made  either  in  the 
blue  chips  or  in  those  backward  is- 
sues which  have  been  reluctant  to 
join  the  bullish  parade. 

I  can't  see  paying  105  or  more  for 
Walt  Disney,  if  the  best  you  can  ex- 
pect for  earnings  in  1972  is  $3.50  or 
$4  a  share.  I  question  whether  Inter- 
national Business  Machines,  earning 
$9  a  share  and  with  a  growth  rate  of 
only  10%  or  12%,  should  sell  at  25  or 
30  times  earnings.  The  company  now 
is  too  big  to  provide  geometrical 
growth— and  so  is  the  computer  indus- 
try. I  realize,  of  course,  that  in  being 
cautious  about  IBM,  I  am  in  danger- 
ous collision  with  the  momentum  of  a 
stock  market  religion. 

Switching  to  the  extreme  opposite 
end  of  the  stock  market  spectrum,  for 
the  life  of  me  I  can't  see  why  stocks 
like  Texas  Gulf  Sulphur  (15)  and 
Freeport  Sulphur  (14/2),  both  in  ex- 
tremes of  unpopularity,  are  not  worth 
much  more  than  the  price.  Both  of 
them  are  natural  resource  conglom- 
erates, not  just  sulphur  companies.  I 
think  we  know  everything  bad  about 
stocks  of  this  type,  and  that  we  refuse 
to  bother  to  see  the  good. 

For  weeks  I  have  been  saying,  in 
this  column,  that  I  like  the  "big"  oils 
and  the  airlines— and  both  groups 
have  been  acting  better.  The  other 
day  I  compared  the  year's  low  with 
the  then  current  prices  and  found 
that  Amerada  Hess  (36%)  was  up  93% 
from  the  1970  bottom,  that  Superior 
Oil  (146)  was  up  64%,  and  that  staid 
old  Standard  Oil  (N.J.)  (65%)  was  up 
35%.  The  airlines  also  have  done  well, 
chiefly  on  hope  of  better  things  rather 
than  on  undebatable  tangibles.  I  still 
think  that  stocks  like  Delta  Air  Lines 
(29),  KLM  (39)  and  American  Air- 
lines (21)  are  desirable  things  to  own. 

The  mobile  homes  issues,  in  my 
opinion,  are  getting  too  high  to  buy. 
Some  of  the  better  ones  are  up  90% 
to  100%  from  their  bottom.  In  going 
around  the  country,  I  am  impressed 
with  the  big  inventories  of  mobile 
homes,  campers  and  the  like.  I  think 
the  industry,  in  spite  of  all  its  mar- 
keting advantages,  has  overproduced. 
A  20- times  earnings  appraisal  for 
these  stocks  may  be  justified  by  past 
earnings  performance,  but  I  doubt  if  it 
is  justified  by  the  immediate  future. 

Federal  National  Mortgage  (45,  up 
from  the  \ car's  low  of  30)  expects  to 


buy  a  tremendous  amount  of  real,  es- 
tate mortgages  between  now  and  the 
end  of  the  year.  This  company's  ac- 
quisition fees  are  substantial  and  there 
is  a  slow  improvement  between  the 
cost  of  money  and  what  the  borrowed 
money  earns  in  mortgages.  Earnings 
this  year  won't  look  large  in  relation 
to  the  price  of  the  stock,  but  the 
trepd  in  money  rates  is  veiy  much  in 
favor  of  it.  There  is  exceptionally  high 
leverage  in  this  newly  listed  stock. 
That  leverage,  of  course,  means  wide 
fluctuations  in  price.  It  still  is  my 
favorite  glamour  stock. 

If  there  is  any  one  thing  of  which 
investment  analysts  are  convinced  it 
is  that  there  is  a  boom  in  housing 
coming.  The  public  wants  and  needs 
more  houses,  and  Washington  is  intent 
on  finding  ways  to  stimulate  build- 
ing. The  stock  market  anticipates 
rather  than  reflects;  and  the  building- 
related  stocks  usually  respond  much 
better  to  an  increase  in  housing  starts 
than  to  a  fast  rise  in  earnings.  There 
is  a  difference  of  opinion  as  to  the 
trend  in  housing  starts  for  the  rest  of 
the  year;  but  if  the  stock  market  is  to 
continue  enthusiastic  till  election  time, 
the  building  stocks  may  not  wait. 
Housing  boom  beneficiaries  should  be 
National  Gypsum  (19%),  Weyerhaeu- 
ser (51%),  Jim  Walter  (30J4),  Geor- 
gia-Pacific (52?i),  U.S.  Plywood- 
Champion  (quite  deflated  at  29)  and 
Union  Camp  (30%).  My  old  favorite, 
McCulloch  Oil  (26Jj),  also  is  in  the 
picture. 

For  the  Small  Investor 

Because  Forbes  reaches  many 
small  investors,  as  well  as  most  of  the 
big  ones,  I  constantly  receive  fan  mail 
from  many  little  investors  asking  me 
to  suggest  stocks  to  accumulate  in 
small  odd  lots  for  educational  or  re- 
tirement funds.  For  these  people  odd- 
lot  fees  and  commissions  usually  are  as 
large,  or  larger,  than  the  load  on  good 
mutual  funds.  The  mutual  fund  pro- 
vides a  diversification  of  risks  the 
small  investor  can't  obtain  with  his 
limited  funds,  and  a  convenient  vehi- 
cle of  accumulation.  Moreover,  it  elim- 
inates a  danger-fraught  do-it-yourself 
process  which  often  results  in  indif- 
ferent success  or  failure.  I  believe  in 
mutual  funds  for  small  people.  Usual- 
ly I  advise  avoiding  front-end  load 
plans  as  unnecessarily  expensive. 
Funds  are  all  right,  too,  for  the  in- 
vestors who  want  to  abdicate  man- 
agement. I  like  the  conventional  con- 
servative funds  much  better  than 
those  which  aim  at  fast  performance. 
I  know  many  people  have  had  un- 
pleasant experiences  with  funds  these 
last  two  years,  but  I  think  better  days 
are  ahead  for  the  funds  that  don't 
try  too  hard.   ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  New  Specifics 


This,  in  my  opinion,  is  a  period  when 
it's  easy  to  overgeneralize.  For  one 
thing,  emphasis  on  either  the  obvious 
debits  or  subtle  credits  can  obscure 
the  continuing  shifts  in  issue  empha- 
sis taking  place  beneath  the  surface  of 
the  popular  averages.  Secondly,  the 
basic  truism  that  "the  market"  is  a 
business  of  specifics  has  been  height- 
ened by  today's  new  tests  of  issue 
ownership  and  attraction.  In  turn,  the 
fact  that  this  is  not  the  time  for  inter- 
est in  secondary  companies  that  re- 
quire overall  prosperity  for  suste- 
nance can  result  in  individual  casual- 
ties which  color  the  improving 
prospects  for  other  companies. 

Illustrative  of  the  point,  I  contin- 
ue to  see  signs  of  a  better  automotive 
year  in  1971  than  lc)7(i  Not  only  is 
there  a  theoretical  backlog  of  de- 
ferred demand,  but  the  high  rate  of 
Wings  means  that  the  consumer  has 
the  financial  resources  with  which  to 
satisfy  his  needs  once  psychology  im- 
proves Only  a  slight  change  in  atti- 
tudes would  spark  demand,  and  the 
change  could  come  about  as  a  result 
of  newly  styled  standard  cars  or  the 
new  subcompacts.  Apropos  of  the 
foregoing,  I  see  a  comfortable  value  in 
Libbey-Otoens-Ford  I  around  34,  pay- 
ing $2.40.  with  a  1969-70  range  of 
59-28).  For  one  thing,  the  full  op- 
erating benefits  of  being  the  largest 
producer  of  float  glass  in  the  world 
will  show  up  in  improved  profit  mar- 
gins next  year.  Secondly,  there  will  be 
more  glass  per  car  in  the  1971  mod- 
els and  more  premium-priced  prod- 
ucts such  as  tinted  glass  and  antenna 
windshields.  L-O-F  supplies  some  75% 
of  General  Motors'  needs.  I  believe  the 
company's  earnings  this  year  could  be 
$2.75  per  share  as  against  S3. 18  in 
1969  and  I  visualize  substantial  im- 
provement in  1971. 

In  like  vein  of  thought,  certain  of  the 
factors  that  bear  on  the  overall  eco- 
nomic outlook  also  have  constructive 
implications  for  the  outlook  of  the 
banking  business.  The  inflow  of  mon- 
ey since  June  via  a  huge  increase  in 
certificates  of  deposit  has  permitted 
the  major  money-center  banks  to  pay 
off  more  expensive  Eurodollar  borrow- 
ings and  increase  their  lending  and 
investing  base.  Secondly,  the  decline 
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in  interest  rates  since  early  June  and 
the  prospect  that  this  will  continue  as 
corporate  capital  spending  and  inven- 
tory borrowings  decline  suggest  that 
the  major  credit  market  strains  have 
passed.  All  of  which  points  to  a  better 
balance  between  the  cost  of  funds 
and  bank  lending  rates  in  coming 
quarters.  And,  of  course,  bank  stocks 
usually  rise  when  interest  rates  fall. 
Bankers  Trust  (around  66,  paying 
$2.84,  with  a  1969-70  range  of  83-55) 
and  First  National  City  (around  60, 
paying  $2.40  with  a  1969-70  range  of 
82-55)  appear  attractive.  Both  banks 
should  earn  in  excess  of  $5  per  share 
this  year  and  further  improvement  is 
indicated  for  1971. 

Brightening  Prospects 

As  was  noted  in  past  columns,  my 
hope  for  a  better  economic  environ- 
ment is  bolstered  by  the  prospect  that 
the  residential  building  industry  has 
turned  the  corner.  This  is  perhaps  the 
only  major  industry  with  an  enormous 
potential  backlog  of  deferred  demand. 
Theoretical  demand  may  be  limited 
by  the  fact  that  at  least  half  of  the 
nation's  families  have  been  priced  out 
of  the  traditional  housing  market.  And 
the  market  for  old  homes  has  to  im- 
prove before  new  residential  building 
activity  can  display  real  vitality.  But 
the  climate  has  changed  via  improv- 
ing financial  factors  plus  a  positive 
Administration  attitude— and  the  cli- 
mate could  be  the  key  to  the  future. 

The  fact  that  something  new  has 
developed  in  the  outlook  for  this  tra- 
ditional industry  points  up  the  bright- 
ening background  in  another  major 
area  of  the  economy,  the  chemical 
business.  Total  chemical  industry  ca- 
pacity, which  increased  8%  to  10%  per 
year  in  the  Sixties  and  which  created 
excess  capacity  in  many  product  lines, 
will  probably  grow  much  more  slowly 
in  the  Seventies.  Secondly,  the  new 
competition  which  developed  in  the 
last  decade  from  companies  seeking 
diversification  in  a  high-profit-margin 
business  will  probably  lessen  consid- 
erably and  may  even  disappear.  As 
a  result,  the  price  erosion  of  the  Six- 
•ties  which  prevented  8%  annual  vol- 
ume increases  from  being  translated 
into  profits  could  be  over.  Granted 
that  demand  for  many  chemical  prod- 
ucts is  cyclical,  this  is  an  innovation  in- 


dustry which  is  constantly  developing 
new  products.  And  past  problems  seem 
to  be  well  recognized  in  currently  de- 
flated multiples. 

Time  can  be  one  of  the  market's 
strengths  as  well  as  a  problem.  For  ex- 
ample, second-half  earnings'  compari- 
sons should  make  more  pleasant  read- 
ing than  first-half  results,  if  only  be- 
cause the  earnings  trend  turned 
downward  a  year  ago.  However,  there 
is  little  question  but  that  a  specifically 
better  business  environment  is  required 
to  provide  new  overall  buying  incen- 
tives. This  because  the  physical  vol- 
ume of  business  activity  holds  the  ul- 
timate key  to  corporate  profits,  liquid- 
ity, etc.  Bearing  in  mind  that  summer 
is  an  in-between  period  in  even  the 
best  of  times,  that  modest  upturn  I 
anticipate  could  be  slow  and  halting, 
positive  inspiration  probably  won't  be 
available  until  mid-September. 

My  belief  that  the  fall  business  en- 
vironment will  make  more  pleasant 
reading  rests  on  more  than  the  Na- 
tional Association  of  Purchasing 
Agents'  report  of  a  June  upturn  in 
new  orders  for  the  first  time  in  seven 
months,  as  well  as  a  less-than-expect- 
ed  decline  in  July.  Bather,  it  seems  to 
me  that— with  corporate  inventory  ac- 
cumulation having  slowed  considera- 
bly in  the  past  year  and  corporate 
money  demands  likely  to  be  substan- 
tially less  this  year  than  last— there  is 
a  good  possibility  of  still  lower  inter- 
est rates  by  yearend.  Moreover,  the 
psychological  pickup  that  always 
comes  with  fall  should  result  in  an  up- 
turn in  consumer  spending. 

All  of  which  is  not  by  way  of  fore- 
casting a  new  boom.  I  still  believe 
that  our  overall  economic  progress  will 
be  slower  in  coming  than  in  past 
years.  At  best,  it  will  take  time  to  make 
the  necessary  readjustments  to  a  sound 
base  that  sustains  overall  progress. 
Meanwhile,  the  absence  of  general 
enthusiasm  seems  more  characteristic 
of  a  bottoming-out  period  and  the 
new  competition  from  the  bond  mar- 
ket than  it  does  an  oncoming  wave  of 
speculative  disillusionment.  The  re- 
semblance to  the  early  post-World 
War  II  years,  when  the  market  as  a 
whole  held  within  a  broad  trading 
range  but  a  wide  diversity  of  individ- 
ual issue  price  changes  developed,  is 
quite  marked. 

This  is  not  meant  to  imply  that 
there  are  grounds  for  a  wholesale  in- 
terest in  all  stocks.  The  new  specifics 
of  this  period  point  to  emphasis  on 
certain  areas  of  the  marketplace,  such 
as  discount  bonds  and  oils,  but  avoid- 
ance of  others,  notably  the  1968  and 
1969  speculative  favorites.  This  is  a 
time  for  interest  in  companies  with 
demonstrated  earnings  ability  rather 
than  past  market  volatility.  ■ 
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WHAT  MAKES 


mi 


INVESTMENT  ADVISORY  SERVICE 

P 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes    on   any   of  them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 
Wellesley  Hills,  Mass.  02181,  Dept.   F-3I  | 
Send  (ree  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Name __ 


Street  &  No.. 


City. 


.State. 


-Zip. 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS.  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Bears  On  The  Run 


The  stock  market  didn't  wait  until 
Labor  Day  to  make  up  its  mind.  The 
mid-August  breakout  was  decisive 
and,  I  believe,  convincing.  Coming  in 
the  midst  of  the  summer  doldrums,  it 
caught  investors  by  surprise.  At  the 
time,  the  short  interest  was  unusually 
large,  particularly  when  related  to  the 
low  trading  volume  then  prevailing, 
and  the  mutual  funds  were  as  liquid 
as  they  are  generally  prone  to  be 
when  they  view  the  stock  market  out- 
look with  a  jaundiced  eye.  No  one,  of 
course,  knows  how  much  pension 
fund  and  trust  money  was  being  held 
by  the  banks  in  anticipation  of  a  more 
propitious  investment  climate  for  com- 
mon stocks. 

There  was  no  specific  news  devel- 
opment to  trigger  the  sudden  reversal 
of  the  market  trend.  Only  a  psychia- 
trist may  be  able  to  explain  mass  psy- 
chology. However,  once  the  move  got 
under  way,  the  bears  ran  for  cover.  It 
isn't  pleasant  to  hold  short  positions 
when  the  market  breaks  out  on  the 
upside;  and  it  is  quite  an  embarrass- 
ing spot  for  a  fund  manager  to  be 
caught  sitting  on  too  much  cash  when 
his  long-suffering  shareholders  expect 
him  to  recoup  their  losses. 

An  Encouraging  Market 

In  the  previous  Forbes  issue,  which 
was  written  before  the  market  had 
changed  its  mind,  I  said  that  this 
could  be  the  great  buying  opportunity 
of  the  Seventies  because  the  risk/ re- 
ward ratio  in  just  about  every  seg- 
ment of  the  market  had  rarely  been 
more  favorable.  It  is  much  too  soon, 
of  course,  to  pat  oneself  on  the  shoul- 
der for  having  been  right.  The  final 
verdict  is  many  months  away.  How- 
ever, I  am  encouraged  by  the  mar- 
ket's recent  performance  not  only  be- 
cause volume  as  well  as  prices  are  up 
and  the  leadership  is  good,  but  also 
because  it  is  gaining  in  breadth.  In 
the  last  week  of  August,  for  example, 
1,444  stocks  on  the  New  York  Stock 
Exchange  advanced  and  only  236  is- 
sues declined.  We  even  had  a  fair 
number  (78)  of  new  1970  highs,  in- 
cluding some  of  the  most  prestigious 
names  like  General  Electric,  Standard 
Oil  of  New  Jersey,  du  Pont,  Ford, 
Kroger  and  Weyerhaeuser. 

Mr.  Biel  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Emanuel.  Deetjen  &  Co. 


Taking  a  more  positive  attitude  to- 
ward investing  in  equities  should  not 
mislead  us  into  believing  that  the  DJI 
is  likely  to  go  straight  back  up  to  a 
thousand.  Although  Washington  has 
been  feeding  us  a  steady  diet  of  com- 
forting economic  news,  many  ugly 
problems  are  still  unsolved  and  could 
prove  to  be  quite  troublesome  for  the 
stock  market. 

With  Election  Day  coming  up  in 
seven  weeks,  any  unpleasantness  will 
be  swept  under  the  carpet  as  much  as 
possible,  but  such  nasty  matters  as  a 
towering  budget  deficit  and  continu- 
ing inflation  will  not  go  away  by  ig- 
noring them.  The  dollar  itself  is  wob- 
bly, although  not  much  has  been  said 
about  the  balance  of  payments  deficit 
ever  since  this  country,  in  effect,  de- 
monetized gold.  It's  rather  a  callous 
way  of  stating  the  situation,  but  un- 
less we  succeed  in  exporting  our  in- 
flation to  Western  Europe  and  Japan, 
the  dollar  will  have  difficulty  in  main- 
taining its  value  in  relation  to  other 
important  currencies. 

In  addition,  we  have  to  remain  con- 
cerned about  corporate  profitability 
which,  although  improving,  still  leaves 
much  to  be  desired.  The  same  goes 
for  corporate  liquidity.  Those  which 
can  do  so  are  restoring  it  through  the 
sale  of  intermediate  or  long-term  debt 
obligations.  However,  as  soon  as  stock 
prices  recover  a  little  more,  many  cor- 
porations will,  and  will  have  to,  sell 
stock  in  order  to  improve  their  equi- 
ty ratio.  I  don't  think  we  will  have  to 
worry  about  a  scarcity  of  stocks  for 
quite  some  time. 

Deliberate  Speed 

For  these  and  other  reasons,  some 
of  them  technical,  it  will  not  be  nec- 
essary to  be  in  a  great  hurry  to  com- 
plete the  reinvestment  program.  Un- 
less he  is  entirely  out  of  the  stock 
market,  the  long-term  investor  can  af- 
ford to  take  his  time  and  proceed  with 
deliberate  speed.  However,  if  the  as- 
sumption is  correct  that  this  is  not  just 
another  bear  market  rally,  but  that  in 
fact  the  major  trend  has  turned  up, 
then  there  should  be  a  change  in  strat- 
egy: Instead  of  fearing  setbacks  in  the 
market,  they  should  be  welcomed  as 
opportunities  to  buy. 

We  have  been  brought  up  with  the 
belief  that  our  countrv  is  blessed  with 
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rirtualK  unlimited  natural  resources. 
Therefore  it  comes  as  a  shock  to  many 
to  learn  that  the  U.S.  is  facing  a  short- 
age of  the  main  sources  of  energy— 
coal/oil  and  £as.  Space  considerations 
make  it  impossible  to  discuss  the  rea- 
sons for  this  sad  state  of  art  airs  or  how 
the  problem  will  be  solved.  But  one 
thing  is  sure:  Control  of  these  energy 
sources  is  a  most  desirable  asset.  This 
explains  why  the  stock  of  such  natu- 
ral resource  companies  have  done  so 
well  this  year,  and  why  this  group 
should  be  well  represented  in  any  in- 
vestment portfolio. 

Premature  Ob/'t 

The  hope,  or  fear,  depending  upon 
which  side  sou  look,  that  atomic  ener- 
gy will  put  the  oil  and  coal  industries 
out  of  business— a  not  uncommon 
Bought  in  the  late  Forties-proved  to 
be  grossly  premature.  The  technical 
feasibility  of  nuclear  power  has  misled 
experts  and  laymen  alike  It  will  still 
be  necessary,  probably  tor  main  years 
to  come,  to  rcK  on  the  basic  fuels— to 
continue  to  find,  to  produce  and  to 
bring  them  to  the  market. 

Little  has  been  heard  recently 
about  the  major  oil  discovery  at  Prud- 
hoe  bay  in  Alaska,  the  principal  rea- 
son being  the  long  clela\  in  the 
construction  of  pipelines  which  con- 
ser\ationists  believe  would  adverser) 
affect  the  ecology  ot  the  region.  A  so- 
lution must  Ik-  found  and  obviously 
will  be  found.  A  major  pipeline  build- 
er like  Williams  Brothers  Co.  i  27  > 
would  be  an  obvious  beneficiary. 

Oil  Service  Stocks 

The  search  lor  oil  and  gas  contin- 
ues relentlessl)  and  occasionally  with 
outstanding  success,  as  in  the  North 
Sea.  for  example.  This  not  onK  adds 
attraction  to  companies  which  have  a 
participation  in  these  developments, 
but  also  to  companies  which  provide 
important  services  to  the  oil  industry. 
M\  preferences  in  this  area  are 
Schlumberger  (77).  Halliburton  (39) 
And  Baker  Oil  Tools  <20). 

Many  large  coal  companies  have 
been  merged  (Consolidation  Coal  into 
Continental  Oil.  Island  Creek  into  Oc- 
cidental Petroleum,  etc.)  and  few  de- 
sirable independents  are  left.  My  first 
choice  is  Pittston  Co.  (27),  a  superior 
market  performer  this  year,  whose 
earnings  are  rising  steeply  as  old  con- 
I  tracts  are  being  renewed  at  steeply 
higher  prices. 

A  far  more  speculative  but  never- 
theless rather  intriguing  stock  is  Kai- 
ser Resources  (11),  listed  on  the 
Toronto  Stock  Exchange,  which  is  de- 
veloping high-grade  coking  coal  prop- 
erties in  British  Columbia,  largely  for 
the  Japanese  market.  Kaiser  Steel 
owns  75%  of  Kaiser  Resources  stock.  ■ 
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V 

AS  THEY  ALL  ARE 

not  one  of  these  stocks  should  be  held  or  bought  or  sold 


•    •    • 


General  Motors 
American  Telephone 
Pan  American  Airways 
McDonnell-Douglas 


Union  Carbide 
Standard  Oil  of  N.J. 
General  Electric 
U.S.  Steel 


nor  should  any  one  of  the  other  1400  stocks 
under  weekly  evaluation  by  Value  Line 


until  you  check  Value  Line's  objec- 
tive determinations  of  what  relative 
price  changes  you  can  reasonably 
expect  of  each  —  and  when. 

Value  Line's  70  research  specialists  de- 
vote their  full  time  and  energy  to  these 
questions.  Every  week  they  classify  all 
the  stocks  covered  the  year  round  by 
Value  Line  into  one  of  five  groups  indi- 
cating how  they  are  likely  to  perform  in 
the  market,  relative  to  the  others,  in  the 
next  12  months. 

The  five  groups  are  designated  I  (High- 
est), II  (Above  Average),  III  (Average),  IV 
(Below  Average),  and  V  (Lowest).  When 
Value  Line  rates  a  stock  I  (Highest)  for 
probable  year-ahead  market  perform- 
ance, it  means  simply  that  this  stock  is 
one  of  the  group  that  will  probably  go  up 
most  in  a  rising  market  or  down  least  in 
a  falling  market,  relative  to  the  stocks  in 
the  other  four  groups;  II  (Above  Average) 
stocks  will  do  better  than  III  (Average), 

III  better  than  IV  (Below  Average),  and 

IV  better  than  V  (Lowest). 

And  for  me  next  three  to  five  years,  the 
same  determinations,  from  I  down  to  V. 
And  for  dividend  income  in  the  next  12 
months,  the  same  ratings,  from  I  (High- 
est) down  to  V  (Lowest). 

NOTE;  Not  every  one  of  the  more  than 
1400  stocks  will  perform  in  the  market 
in  accordance  with  its  ratings.  But  such 
a  large  percentage  have  in  the  past,  for 


reasons  that  are  logical,  that  you  owe  it 
to  yourself  to  check  every  stock  that 
you  now  hold  or  are  thinking  of  buying 
or  selling  with  Value  Line's  objective  de- 
terminations of  probability. 

THE  COUPON  will  bring  you  for  the  term 
you  check— one  year  for  $167,  3  months 
for  $44,  or  4  weeks  for  $5— the  complete 
weekly  editions  of  The  Value  Line  Invest- 
ment Survey.  Each  edition  consists  of 
full-page  reports  and  ratings  on  about 
100  stocks,  the  24-page  Weekly  Summary 
of  Advices  &  Index,  and  the  8-page  Selec- 
tion &  Opinion  section... plus  the  month- 
ly Special  Report  on  insider  transactions 
and  quarterly  Special  Report  on  mutual 
fund  transactions,  as  issued. 

BONUS  •  With  the  annual  or  three-month 
subscription,  Value  Line  will  ship  to  you 
immediately  the  2-volume  Investors  Ref- 
erence Library  which,  will  give  you  the 
latest  reports  on  all  stocks  that  have 
been  published  prior  to  your  subscrip- 
tion. During  the  subscription  period  all 
1400  reports  will  be  updated. 

MONEY-BACK  GUARANTEE:   If  you  are 

dissatisfied  with  Value  Line  for  any  rea- 
son, return  the  material  within  30  days 
for  a  full  and  prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who  have 
had  such  a  4-week  subscription  within  the 
past  six  months. 


□    ONEYEAR-$167               I 1    3-MONTH  TRIAL-$44 
(52  EDITIONS)                    | 1    (13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus-the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  D  Bill  me 


□ 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 
Send   me  a  4-week   intro- 
ductory subscription  to  the 
full  service  for  $5. 1  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Signature 


Name  (please  print) 


AA16-66 


Address 


City 


State 


Zip, 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

ARNOLD  BERNHARD  &  CO.,  INC.,  5  East  44th  Street  •  New  York,  N.Y.  10017 
(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 
100%  of  your  money 
invested  in  stocks 
PROFESSIONALLY  SELECTED 
for  growth  possibilities 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  aerospace 

•  communications,  etc. 
only  $100  initial  investment 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


APPROVED  MODEL 
CORPORATE  PROFIT 
SHARING  PLAN 


I 

I 
I 

L 


RALPH  E.  SAMUEL  t  CO.,  Distributor 

Members  N.  Y.  Stock  Exchange 

55  Broad  St.,  New  York  10004  Dept  F 

(212) 344-5300 

Please  send  me  the  Free  prospectus 

and  literature  on  ENERGY  FUND. 


NAME 

ADDRESS. 


ZIP 


You  Are  Invited  to  Sample 

FORBES  GUIDE 
TO  DINING  OUT 
IN  NEW  YORK 

Lunch  time  An  important  prospect.  Where  to 
take  him? 

You  can  always  fall  back  on  the  plain -Jane  old 
reliable.  Or  you  could  risk  an  expensive  disaster 
at  that  new  place  down  the  street. 

Or,  you  could  treat  your  client  to  a  great  meal 
in  a  fine  restaurant  you  know  he'll  enjoy,  because 
you've  researched  it  beforehand  in  FORBES 
MAGAZINE'S  RESTAURANT  GUIDE. 

This  weekly  newsletter  takes  the  guesswork  out 
of  dining  out  in  Manhattan,  by  offering  you  what 
are  probably  the  most  candid  reviews  ever  writ- 
ten about  the  New  York  restaurant  scene.  Our 
gourmet  reporters  brief  you  first  on  quality  of 
food  and  service  at  each  restaurant  they  visit. 
They'll  tell  you  what  you  can  expect  to  pay, 
whether  you'll  get  your  money's  worth. 

You'll  learn  where  to  satisfy  the  most  demand- 
ing taste;  where  to  get  everything  from  lobster  a 
la  Bordelaise  to  Dover  sole,  from  Peking  duck  to 
terrapin  Maryland.  Where  to  find  the  best  steak 
in  town.  The  most  sumptuous  seafood.  The  per- 
fect Martini. 

You'll  also  get  important  facts  about  each 
restaurant  including  reservations,  credit  cards, 
crowding,  hours  open,  decor,  type  of  clientele, 
specialties,  wine  list,  much  more. 

And  now  you  can  sample  11  weeks  of  Forbes 
Magazine's  Restaurant  Guide  for  only  $5  —  save 
33%%.  Money  back,  of  course,  if  not  satisfied. 
Later,  if  you  choose,  you  may  enroll  at  our  low 
Charter  Subscriber's  rate  (you  save  %  on  the 
regular  rate). 

To  start  1 1  weeks  of  the  Guide  coming  to  you, 
simply  attach  your  check  for  $5  to  this  ad  and 
mail  with  your  name  and  address  to  Dept.  R-0138: 

Forbes  Magazine's 
MSTAUBLAMT  6UIBE 

60  Fifth  Avenue.  New  York,  N.Y.  10011 


STOCK  TRENDS 

By  Myron  Simons 


Personality  Profile 


^~**gj0 


Stocks  have  personalities,  just  as  hu- 
man beings  do.  Some  stocks  are  high- 
multiple  personalities  and  some  are 
low-multiple  personalities. 

I  hasten  to  add  that  all  this  is  very 
germane  to  the  question  of  where  to 
put  your  money  today.  A  good  many 
analysts  are  saying  that  the  glamour 
stocks  are  still  too  high,  that  they  will 
have  to  come  down.  I'm  saying:  Not 
necessarily  so;  some  stocks  are  always 
high-multiple  stocks,  so  long  as  their 
reputation,  their  personalities,  remain 
intact.  I'm  further  saying  that  al- 
though some  of  the  high-multiple 
stocks  do  have  sinking  spells,  they  may 
well  be  excellent  buys  right  now. 

That  may  not  be  logical  but  it's 
true.  No  matter  what  you  do  with 
certain  stocks  they  remain  10-timers. 
And  others,  while  they  may  have 
their  weak  moments,  usually  get  back 
to  being  high  P/Es.  It's  not  just  a 
matter  of  earnings  trends.  Produce  a 
steel  company  whose  earnings  sudden- 
ly surge,  and  you'll  probably  have  a 
10-times  earnings  stock.  But  take  a 
hospital  supply  stock  whose  earnings 
take  off  and  you'll  probably  end  up 
with  a  high-multiple  stock.  As  I  say, 
it's  a  matter  of  personality. 

Overpriced? 

Even  past  growth  rates  often  take 
a  back  seat.  Compare  Revlon,  whose 
earnings  rose  from  $2.03  a  share  in 
1965  to  $2.33  in  1969,  with  First  Na- 
tional City  Corp.,  which  in  the  same 
period  saw  its  earnings  grow  from 
$2.44  a  share  to  $4.41.  Yet  Revlon 
sells  at  over  26  times  its  latest  12- 
month  earnings  while  First  National 
City  sells  at  only  around  14  times. 
Does  this  mean  that  Revlon  is  over- 
priced? Not  as  long  as  its  basic  per- 
sonality doesn't  change. 

Talking  about  personalities,  take 
Coca-Cola.  In  every  year  since  1960, 
it  has  sold  at  29  or  more  times  earn- 
ings; even  after  the  long  bear  market 
it  keeps  a  multiple  of  32  times  its  lat- 
est 12-month  earnings  at  recent  prices. 
Or  Avon  Products,  which  has  gone 
to  at  least  a  40  multiple  of  its  earn- 
ings in  each  year  of  the  1960s  and 
at  69  still  sells  at  44  times  its  latest 
12-month  profits.  Or  American  Home 
Products,  consistently  showing  a  mul- 

Mr  Simons  is  a  partner  with  the  NYSE  firm  of 
F.I,  duPont.  Glore  Forgan  &  Co. 


tiple  in  the  lower  or  middle  20s. 

Sometimes,  however,  a  genuine 
high-multiple  personality  has  a  sink- 
ing spell.  It  gets  depressed— literally.  I 
Thus,  as  the  long  bear  market  ends, 
some  of  the  best  buys  can  be  found 
among  genuine  high-multiple  stocks 
that  have  gotten  temporarily  de- 
pressed. Such  stocks,  if  you  can  find 
them,  are  more  than  likely  to  regain 
something  like  their  traditional  mar- 
ket personality. 

A  good  example  is  ITT  (41).  Most 
of  the  time  in  recent  years  the  stock  of 
this  excellently  managed  company  has 
sold  at  20  or  more  times  earnings.  You 
might  say  it  is  a  true  20-times  stock. 
But  now  it  sells  for  only  about  12 
times  its  latest  12-month  earnings. 

There  is  no  very  sound  reason  for 
ITT  having  performed  so  much  worse 
than  the  market,  so  much  worse  than 
most  other  growth  stocks.  I  expect  that 
ITT  will  regain  part  of  its  multiple. 
It  has  sold  as  high  as  25  times  earn- 
ings in  recent  years.  With  1970  earn- 
ings likely  to  hit  $3.20  a  share,  if  it 
were  to  climb  even  part  way  back, 
ITT  could  sell  in  the  50s  or  60s  as 
against  a  recent  41. 

The  trouble  with  this  advice  is  that 
not  every  deflated  P/E  stock  is  an 
ITT.  Some  of  them  deserve  to  be  de- 
flated. Maybe  they  never  were  gen- 
uine high-multiple.  Or  maybe  they 
were  once,  but  are  no  longer.  Litton 
Industries,  for  example.  For  more  than 
a  decade  it  was  a  high  P/  E  stock,  nev- 
er below  20  times  earnings  and  more 
often  at  35  or  better.  Now  Litton  is 
selling  at  only  10  times  earnings.  Will 
it  go  back  to  20  or  better?  Not  unless 
it  can  once  again  demonstrate  con- 
sistent year-to-year  growth.  After  a  se- 
ries of  earnings  setbacks,  Litton  no 
longer  enjoys  a  high  P/E  personality. 
The  whole  aura,  the  personality  if  you 
will,  of  the  stock  has  changed.  It  is 
a  very  different  case  from  ITT,  a  com- 
pany whose  earnings  have  continued 
rising  and  whose  basic  growth  trend 
remains  undisturbed. 

I  am  listing  below  the  criteria  I  use 
to  determine  the  genuine  high-multi- 
ple stocks.  It  is  my  stock  market  per- 
sonality profile,  you  might  say: 

1)  Check  the  earnings  estimates  for 
the  future  as  carefully  as  you  can.  If 
a  company's  rate  of  growth  is  chang- 
ing, so  may  its  P/E  personality. 
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2  Be  especially  careful  of  young, 
unseasoned  stocks.  They  can  blow  hot 
and  cold.  Like  children,  some  days 
they  can  be  angels,  and  some  days 
brats,  That  doesn't  mean  that  you 
have  to  avoid  them.  As  with  children, 
you  can  tell  something  about  their  po- 
tential even  though  they're  young. 
The  trick  is  to  buy  them  when  they're 
acting  like  brats  in  the  hope  that  ypa 
can  sell  them  when  they're  angels. 

3)  Most  stocks  move  up  in  bull 
markets  and  down  in  bear  markets. 
Good  indications  to  sell  are  given 
when  a  stock  sells  above  its  character- 
istic multiples.  Buy  signals  come  when 
tliev  are  selling  below  them.  But  don't 
apply  this  too  literally.  All  values  are 
relative.  Growth  multiples  are  likely 
to  be  lower  when  interest  rates  are 
92  than  when  they  are  o".  Be  sure 
that  the  stock  you  buy  is  depressed 
in  relation  not  only  to  its  own  person- 
ality but  also  to  the  environment  in 
which  it  exists 

Avoid  the  Phoneys 

4)  Watch  out  tor  attempts  to  man- 
ufacture a  personality  which  isn't  real, 
just  as  you  would  avoid  a  man  who 
pretends  to  he  warm  and  kind  and 
peered)    kicks  dogs   and  children.   A 

■umber  of  the  worst  disasters  in  the 
1969-70  bear  market  were  stocks  with 
phoney  personalities,  where  an  at- 
tempt was  made  to  show  a  high  rate 
ot  earnings  gains  by  questionable 
bookkeeping  methods.  For  goodness 
lakes,  read  the  footnotes  to  the  finan- 
cial statements! 

I've  singled  out  ITT.  There  are 
others.  It  IBM's  (  around  270)  outlook 
for  next  year  is  lor  the  resumption  of 
more  dynamic  growth— perhaps  to 
earnings  at  the  $10  level— 1  expect  the 
stock   to   return   to  a   multiple  of   over 

30  times  those  earnings.  Bell  &•  Howell 
(33),  which  sold  at  well  over  20 
times  earnings  in  each  year  of  the 
1960s,  now  sells  at  15  times.  Its  earn- 
ing, which  declined  last  year,  seem 
poised  for  a  snap  back  to  $2.15  a 
share  from  1969s  $2.01;  Bell  &  How- 
ell's multiple  could  well  come  hack  at 
least  a  part  of  the  way.  Addresso- 
graph-Multigraph  (32)  is  now  selling 
at  about  16  times  estimated  earnings 
of  $2.10  a  share  for  the  fiscal  year 
that  ended  Jul)  31,  with  a  snapback 
to  the  S3  level  estimated  for  the  com- 
ing vear.  At  some  time  during  each 
\  ear' of  the  1960s  it  sold  at  least  20 
times  earnings  and  often  much  higher. 
Remember  this  above  all:  High 
price  /earnings  multiples  should  not 
frighten  anyone  if  they  are  justified 
by  prospects.  The  shrewd  investor 
isn't  looking  for  statistical  bargains. 
He's  looking  for  stocks  to  go  up,  and 
often  a  high-multiple  stock  is  a  bet- 
ter buy  than  a  low-multiple  one.   ■ 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy 
these  securities.  The  offering  is  made  only  by  the  Prospectus. 


New  Issue 


$200,000,000 

Westinghouse  Electric 
Corporation 

8%%  Debentures,  Due  September  1,  1995 


Price  993/4% 

and  accrued  interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only 

from  such  of  the  undersigned  and  others  as  may 

lawfully  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Drexel  Harriman  Ripley 

Incorporated 


Kuhn,  Loeb  &  Co. 

Dillon,  Read  &  Co.  Inc. 

Salomon  Brothers        Blyth  &  Co.,  Inc 

duPont  Glore  Forgan  Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Goldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

Hornblower  &  Weeks-Hemphill,  Noyes 

Lazard  Freres  &  Co.         Lehman  Brothers 

Paine,  Webber,  Jackson  &  Curtis 

Stone  &  Webster  Securities  Corporation 

White,  Weld  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 
Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co. 


Bache  &  Co. 

Incorporated 

Paribas  Corporation 

August  28,  1970 


Dean  Witter  &  Co. 

Incorporated 

Credit  Lyonnais  Corporation 
SoGen  International  Corporation 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


The  August  Breakout 


On  Aug.  21,  having  risen  sharply  on 
four  consecutive  trading  days,  the 
Dow  Jones  industrials  broke  through 
their  July  double  recovery  top  at 
743.36.  In  the  same  upswing,  this 
average  also  penetrated  its  major 
downtrend,  which  most  technicians 
recognize  as  defining  the  course  of  the 
1969-70  bear  market. 

These  events  were,  and  still  are,  of 
more  than  casual  interest.  For  one 
thing,  the  Dow's  ability  to  climb  vig- 
orously beyond  the  740  level,  from 
which  it  lapsed  into  panic  last  May, 
should  mean  investors,  collectively,  fi- 
nally realized  that  the  risk  of  yet  an- 
other panic  had  receded  to  the  van- 
ishing point.  Not  unexpectedly,  the 
realization  jelled  when  the  Federal 
Reserve  Board,  in  a  move  traditionally 
associated  with  relaxation  of  credit  re- 
straint, reduced  certain  bank  reserve 
requirements,  and  thereby  enlarged 
the  volume  of  lendable  funds  within 
the  banking  system.  Though  modest 
enough  to  silence  fears  of  new  mone- 
tary inflation,  this  step  was  clearly  in- 
tended to  reemphasize  the  central 
bank's  determination  to  promote  a  new 
economic  recovery  and  to  assure  the 
business  community  that  its  liquidity 
problems  would  not  escalate  afresh 
when  the  economy  eventually  does 
begin  to  grow  again. 

The  Speculative  Bears 

As  readers  will  recall  from  earlier 
articles  in  this  space,  FRB  measures 
10  increase  the  supply  of  money  and 
credit  could  all  along  be  regarded  as 
key  elements  in  the  base-building 
process  needed  to  arrest  and  reverse 
the  bear  market  in  common  stock 
prices.  Two  days  after  the  cut  in  re- 
serve requirements  was  announced, 
another  building  block  was  added  to 
the  base  structure.  The  New  York 
Stock  Exchange  reported  that  the 
short  interest  in  Big  Board  stocks 
(that  is,  the  total  of  all  shares  sold 
short  but  not  repurchased)  had  grown 
by  no  less  than  107  between  mid- 
July  and  mid-August.  At  over  20 
million  shares,  th<  new  short  interest 
was  equal  to  twice  the  average  daily 
trading  volume  on  the  Exchange  for 
the  preceding  four  weeks,  compared 
with  short-interest  ratios  of  1.97  for 

Mr.   Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 
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July  and  1.36  for  June.  Unlike  the 
jump  in  the  July  short-interest  ratio, 
last  month's  smaller  rise  was  due  to  an 
increase  in  the  volume  of  open  short 
positions  rather  than  to  a  drop  in 
trading  activity.  It  thus  appeared  to 
reflect  substantial  intensification  of 
speculative  bearishness  and  a  material 
addition  to  the  volume  of  latent  de- 
mand from  speculators  who,  sooner  or 
later,  can  be  expected  to  repurchase 
the  shares  they  have  sold  short. 

There  is  some  irony  in  the  circum- 
stance that  short  sellers  were  increas- 
ingly aggressive  at  a  time  when  the 
Federal  Reserve  Board  was  obviously 
working  to  shore  up  confidence  among 
businessmen  and  investors  and  could 
reasonably   be   expected   to   continue 
doing  so  until  the  economy,  as  well  as 
the  capital  markets,   was  out  of  the 
woods.  But  the  historically  construc- 
tive technical  implications  of  a  short- 
interest  ratio   around   2.00  were  not 
lost  on   a   stock   market   already  en- 
couraged by  the  reserve  requirement 
cut;  investors  and  traders  alike  sensed 
a  possible  "short  squeeze"  and  rushed 
to  take  advantage  of  it  by  buying  com- 
mon stocks  at  rising  prices.  When,  at 
the  end  of  the  same  week,  reports  cir- 
culated  that   an  automobile   industry 
strike  might  be  avoided,  the  rush  to 
buy  became  a  stampede  which  helped 
the    Dow    stage    die    upside    market 
breakout  of  Aug.  21. 

From  a  strictly  technical  viewpoint, 
the  breakout  was  significant  on  several 
counts.  As  noted  at  the  outset,  it  in- 
volved penetration  of  the  Dow's  major 
downtrend  line.  Technicians  normally 
regard  violation  of  a  trend  line- 
whether  plotted  by  inspection  of  a 
chart  or  computed  in  the  form  of,  say, 
a  moving  average-as  an  indication  of 
a  shift  in  trend  direction.  As  pointed 
out  here  on  Aug.  1,  it  had  been  pos- 
sible for  some  time  to  argue  that  the 
major  trend  of  the  overall  stock-price 
movement  ceased  to  be  down  at  the 
end  of  May  and  turned  flat  during 
June  and  July,  thus  laying  the  ground 
work  for  a  further  shift  to  the  up 
side.  This  shift  began  to  be  visible,  at 
least  for  the  Dow,  when  the  indus- 
trial average  advanced  vigorously 
through  its  major  downtrend  line  and 
to  new  recovery  highs  last  month. 

If,  accordingly,   the  major  trend  is 
now   up   on    the   industrial   blue-chip 


sector,  of  which  the  Dow  is  fairly  rep- 
resentative and  which  usually  has  led 
the  general  price  movement  in  the 
cyclical  transitions  from  bear  to  bull 
market,  it  seems  reasonable  to  assume 
that  the  maojr  trend  will,  before  too 
long,  turn  up  also  for  the  market  at 
large.  At  a  minimum,  I  think,  the 
Dow's  new  major  uptrend  means  the 
bear  market  is  indeed  over  for  a  large 
„  majority  of  common  stocks— that  the 
•  prospects  of  new  lows  in  the  broader 
based  price  indices  have  become 
mighty  dim.  Either  of  these  assump- 
tions, carried  to  its  logical  conclusion, 
would  call  for  regarding  any  signifi- 
cant price  weakness  during  the  inter- 
mediate term  as  a  desirable  long-term 
buying  opportunity. 

Lingering  Suspicions 

By  conventional  technical  stan- 
dards, however,  it  will  probably  still 
remain  difficult  for  quite  some  time  to 
recognize  the  existence  of  a  new  gen- 
eral bull  market.  Hard-nosed  Dow 
Theorists  will  insist  on  seeing  the 
Dow  Jones  industrials  breakout  to 
new  recovery  highs  last  month  "con- 
firmed" by  an  advance  of  the  DJ 
transportation  average  (formally  the 
rails)  beyond  the  latter's  June  rally 
top  near  147.  Considering  that  the 
DJT  stood  barely  above  130  when  the 
DJI  staged  its  breakout,  this  confirma- 
tion and  a  resulting  Dow  Theory  "bull 
market  signal"  seem  unlikely  to  ma- 
terialize in  short  order. 

Other  technically  oriented  investors 
and  analysts  may  refuse  to  recognize 
the  existence  of  a  new  bull  market  un- 
til  the  Dow  succeeds  in  passing  its 
April  rally  top    (803.26),  where  the 
presumably   final   downswing   of   the 
bear  market  began.  Until  then  it  will 
be  impossible  to  state  unequivocally 
that  the  string  of  "bear  market  rallies," 
from  successively  lower  lows  to  suc- 
cessively   lower   recovery   highs,    has 
been  broken.  Moreover,  many  inves- 
tors  would   probably  want  to  see  a 
move   beyond   Dow's   804   confirmed 
by    advances    in    the    broader-based 
stock  indices  to  levels  above  their  re- 
spective April  highs.  It  seems  some- 
what questionable  that  the  necessary 
gains-of  about  12%  for  the  Standard 
&   Poor's   industrials   and   about    15% 
for  the  NYSE  composite  average  from 
their  Aug.  21  levels-could  be  scored 
any  time  soon. 

Under  the  circumstances,  I  doubt 
that  last  month's  DJI  breakout  can 
generate  enough  confidence  to  fuel  a 
long-sustained  uptrend  in  either  the 
Dow  or  in  the  market  at  large.  An- 
other phase  of  base-building— most  of 
it,  I  would  think,  in  the  mid-700s  of 
the  Dow-may  have  to  unfold  before 
the  conventional  bull  market  signals 
can  "flash."  ■ 
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The  Funds 


Tax-Equences 

It  is  a  fact  that  many  mutual 
fund  purchasers  over  the  past  25 
years  have  been  buying— some- 
times unknowingly— rather  substan- 
tial tax  liabilities. 

To  simplify,  it  works  like  this: 
Supposing  a  fund  has  $100  million 
worth  of  stock  for  which  it  paid 
just  $60  million.  Then  suppose  it 
turns  its  portfolio  over,  selling  all 
the  stock.  It  therein  reaps  a  $40- 
million  capital  gain,  which  it  pays 
out  to  shareholders  and  upon 
which  they  must  pay  a  tax.  But 
what  about  die  shareholder  who 
bought  in  just  before  the  portfolio 
was  changed?  He  is  in  a  peculiar 
position.  He  has  no  capital  gain, 
yet  he  gets  a  capital-gains  distribu- 
tion and  must  pa\  a  tax  on  it.  This, 
of  course,  is  an  extreme  example, 
but  it  illustrates  what  has  actually 
happened:  In  buying  main  mutual 
fund  shares,  many  investors  were 
buying  capital-gains  liabilities. 

But  the  world  is  changing.  Cap- 
ital gains  have  in  many  cases 
turned  into  losses.  Behold!  Instead 

ot  buying  themselves  capital-gains 

liabilities,  main  of  today's  tunc! 
purchasers  are  buying  themselves 
tax  credits  It  works  like  the  above 
example  but  completely  in  reverse. 

\s  a  result,  main  hinds  will  lie 
able  to  oliset  new  capital  gains 
without  distributing  the  proceeds— 
and  without  the  stockholder  pav- 
ing a  tax  on  them. 

This,  ot  course,  could  be  bad 
news  for  those  who  enjoy  those 
capital-gains  payouts.  But  it  could 
be  good  news  for  those  who  like  to 
see  their  capital  grow  without  hav- 
ing to  pa)  taxes  on  the  growth. 

We  are  not  talking  pennies.  Big 
money  is  involved  in  all  this.  Take 
the  $5.4-billion  stable  of  funds  run 
by  Investors  Diversified  Services. 
Like  everybody,  the  IDS  funds  have 
suffered  in  the  long  rough  bear 
market.  All  IDS  funds  now  list  two 
additional  items  in  all  their  reports: 
Undistributed  net  realized  deficit 
on  investments;  and  unrealized  de- 
preciation of  investments. 

Suppose  you  buy  shares  in  an 
IDS  fund?  What  happens?  Well, 
the  fund  can  carry  long-term  capi- 
tal losses  forward  for  five  years  and 
net  them  against  future  capital 
gains.  Instead  of  these  new  capital 
gains  being  distributed  and  rein- 
vested   most    times    to    buy    new 


shares,  IDS  will  simply  build  up 
the  net  asset  value  of  old  shares  at 
no  tax  liability  to  the  shareholder 
until  the  tax-credit  carryforwards 
have  been  used  up. 

Similarly,  unrealized  capital  loss- 
es mean  that  the  IDS  portfolios 
can  appreciate  to  the  point  where 
the  current  unrealized  losses  are 
wiped  out,  without  producing  a 
tax  liability  for  shareholders.  In 
contrast,  the  same  performance  by 
a  new  mutual  fund,  or  an  old  one 
with  unrealized  capital  apprecia- 
tion on  its  books,  would  result  in 
taxation  to  its  shareholders. 

If  all  existing  mutual  funds  were 
to  perform  equally  well  in  the  fu- 
ture (which,  of  course,  they 
won't),  then  the  tax  consequences  of 
investing  in  different  funds  would 
be  startling.  If  you  invest  in  Massa- 
chusetts Investors  Trust,  you  would 
be  buying  into  a  mutual  fund 
where  the  cost  of  its  blue  chips  was 


No  one  wants  to  pay 
taxes  if  they  can 
be  legally  avoided. 
Yet  performance,  not 
tax  shields,  should  be 
the  prime  concern  of 
mutual  fund  investors. 


about  $478  million  below  their 
market  value.  Thus,  on  every  one 
of  MIT's  146  million  shares  there 
is  a  potential  taxable  gain  of  $3.27 
compared  with  the  current  net  as- 
set value  of  $13.01. 

Putnam  Growth  Fund's  securities 
are  $100  million  below  their  cost, 
which  means  that  the  Putnam  port- 
folio could  appreciate  $1.45  for 
each  mutual  fund  share  without 
producing  potential  taxation. 

The  potential  tax  shelter  from 
new  investments  in  IDS  funds  goes 
all  over  the  lot.  Investors  Variable 
Payment  has  92  cents  per  share  in 
capital  loss  carryforward  and  an- 
other $1.10  per  share  in  deprecia- 
tion of  market  value  of  stocks  be- 
low their  cost.  IVP's  sister  fund, 
Investors  Mutual,  has  but  3  cents 
and  6  cents,  respectively. 

For  the  investor  who  really 
would  like  to  escape  potential  taxa- 
tion   and    still    invest    in    mutual 


funds,  the  disaster  area  of  the  per- 
formance funds  offer  an  intriguing 
situation.  The  net  asset  value  of  the 
Mates  Fund  is  $3.23  per  share  in 
its  most  recent  report.  But  Mates 
also  has  $2.66  per  share  of  net  un- 
realized depreciation  of  stocks  be- 
low their  cost  and  43  cents  more 
per  share  of  net  realized  loss  on  in- 
vestments, which  can  be  carried 
forward  in  the  future  to  offset  cap- 
ital gains  for  five  years.  The  situa- 
tion is  similar  for  scores  of  the 
swinging  performance  funds.  Man- 
hattan Fund,  net  asset  value  $4.28, 
has  $2.07  per  share  of  unrealized 
depreciation  of  stock  below  its  cost 
and  another  $1.20  of  capital  loss 
carryforward.  Hemisphere  Fund's 
capital  shares,  net  asset  value  $1.46 
are  backed  by  unrealized  capital 
losses  of  $1.89  per  share  and  tax- 
loss  carryforward  of  $8.36. 

There  is  a  rub  in  these  go-go 
mutual  funds  with  very  steep  tax 
shields.  The  tax  shields  exist  be- 
cause their  performance  has  been 
poor.  To  realize  the  potential  tax 
benefits,  the  funds  will  have  to  per- 
form well  and  generate  gains.  They 
may  not  be  able  to  do  it. 

To  prevent  tax  benefits  from  run- 
ning out,  unless  they  can  perform 
spectacularly  in  the  next  five  years, 
some  funds  may  have  to  merge  with 
funds  with  large  unrealized  capi- 
tal-gains situations.  Otherwise,  the 
credits  will  simply  go  to  waste. 

Existence  of  these  capital  losses 
offers  another  advantage  to  mutual 
funds.  In  the  past,  many  of  them 
were  reluctant  to  sell  certain 
growth  stocks  in  which  they  had 
huge  long-term  capital  gains.  Had 
they  sold  them,  not  only  would  they 
have  exposed  their  stockholders  to 
taxes,  they  would  have  had  to  pay 
out  a  huge  part  of  their  portfolio 
in  capital  gains.  But  now  many 
fund  managers  have  capital  losses 
they  can  use  to  offset  gains  on 
these  stocks,  thus  greatly  increas- 
ing their  portfolio  flexibility. 

It  is  only  fair  to  remind  inves- 
tors that  this  tax  break  has  strings 
attached  to  it.  The  only  way  you 
can  escape  capital-gains  taxes  for- 
ever is  by  dying.  It  you  eventually 
sell  your  shares,  the  difference  be- 
tween what  you  paid  and  what 
your  shares  now  are  worth  becomes 
taxable.  As  long  as  you  hold  your 
shares,  however,  you  do  have  the 
pleasure  of  watching  your  fund 
shares  grow  in  value  without  the 
pain  of  paying  taxes  as  you  go. 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDjnc. 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 
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City 


_State_ 


Zip  Code- 


William  Blair  &  Company 

is  investment  adviser  to 


Growth  industry  Shares 


For  GIS  prospectus  mail  coupon 


Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LaSalle  St.,  Chicago,  III.  60603 


Name- 


Address. 
City 


„State_ 


_Zip_ 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &  CO. 

Members  New  York  Stock  Exchanft 

and  other  leading  Exchanges 

120  Bioidwiy.  New  York,  N.  Y.  10005 


Herrmann  of  Tamarack 


Postgraduate 
Sailing  Course 


The  20-month  bear  market  has 
taught  41-year-old  MBA  Lacy  B. 
Herrmann  what  the  Harvard  Busi- 
ness School  meant  at  his  1956 
graduation  when  they  said  he  was 
embarking  on  "a  continuous  voy- 
age." Herrmann,  who  manages  over 
$10  million,  certainly  seems  more 
serious  and  philosophical  heading 
his  private  investment  partnership 
than  he  did  in  the  carefree  early 
Sixties  when  he  spent  six  years  at 
Johnston  Mutual  Fund. 

Starting  up  Tamarack  Asso- 
ciates, Herrmann  later  knew  the 
thrill  of  increasing  assets  over  100% 
in  a  single  year.  But  he  now  con- 
cedes that  like  most  young  money 
managers  he  made  mistakes.  For  ex- 
ample, he  went  into  some  letter 
stock,  which  became  illiquid. 

In  spite  of  his  painful  experi- 
ence of  dipping  into  his  own  capi- 
tal to  live,  managing  money  in  a 
bear  market  is  giving  Herrmann  a 
necessary  part  of  his  education. 
"School  isn't  out  yet  for  the  young 
money  managers,"  he  says,  "because 
you  can't  be  an  effective  money 
manager  unless  you've  lived  through 
a  period  like  this." 

Based  on  his  own  personal  ex- 
perience, Herrmann  believes  the  fi- 
nancial and  psychological  pres- 
sures of  the  bear  market  will  force 
many  of  the  managers  of  smaller 
mutual  funds  and  private  invest- 
ment trusts  out  of  the  field.  "I  don't 
know  of  a  single  hedge  fund  where 
the  managers  are  not  dipping  into 
their  own  capital  to  live,"  he  says. 

Herrmann  figures  that  a  mutual 
fund  should  have  assets  of  $40  mil- 
lion before  its  managers  make  any 
"real"  money,  but  new  assets  don't 


flow  in  a  down  market.  That  means 
that  the  rising  unavoidable  expenses 
that  go  with  running  a  fund— office 
space,  secretaries,  etc.— keep  the 
small  fundsmen  hard-pressed.  "You 
can  buy  a  little  fund  for  a  song 
($75,000),  but  who  wants  one?" 
he  adds. 

Seeing  a  period  ahead  when 
profits  and  the  market  aren't  going 
to  improve  quickly,  he  believes 
"most  small  mutual  funds  aren't 
going  to  pick  up  those  badly  need- 
ed new  assets  and  that  hedge  fund 
managers  who  are  only  paid  after 
producing  absolute  gains— not  sim- 
ply beating  the  Dow— will  have 
their  trouble  too. 

"The  length  of  the  bear  market 
is  causing  a  psychological  testing 
of  the  new  money  managers,"  says 
Herrmann.  "We  used  to  call  the 
old-timers  depression-scarred.  But 
a  lot  of  young  money  managers  are 
now  bear-market-scarred.  Why, 
some  days  last  May,  the  market 
would  wipe  out  1%  to  2%  of  man- 
aged assets  and  you  had  nothing 
in  your  own  personal  experience  to 
compare  it  with." 

Herrmann  feels  that  he  can  take 
these  psychological  pressures  bet- 
ter than  the  more  recent  MBAs. 
"I'm  very  grateful  I've  been  in  this 
business  ten  years  instead  of  three 
years.  At  least  I  was  prepared  for 
the  fact  that  the  market  wouldn't 
always  go  up.  Now  the  same  guys 
who  said  they  loved  the  tempo 
when  they  made  fantastic  promises 
and  kept  them,  can't  stand  the  ten- 
sion. Obviously,  there  is  nothing  a 
money  manager  can  prudently  do 
this  year  to  get  a  50%  gain,  but 
some  are  still  trying  and  the  pres- 
sure is  too  much." 

What  qualities  does  a  money 
manager  have  to  have  to  be  an  ef- 
fective money  manager  and  last  out 
this  storm?  Besides  imagination, 
Herrmann  feels  you  must  be  prag- 
matic (able  to  accept  and  make  the 
best  of  a  situation)  flexible  (you 
may  believe  in  stocks  but  there  are 
times  to  be  short  or  in  bonds)  and 
resilient. 

Of  all  these  qualities,  Herrmann 
feels  the  last  is  the  most  impor- 
tant. "When  I  went  to  the  Harvard 
Business  School  they  stepped  all 
over  you  in  the  first  year  and  if 
you  couldn't  take  it,  you  left,"  says 
he.  "It  got  me  in  the  habit  of 
bouncing  right  back.  It's  the  one 
reason  I  know  I'll  still  be  a  money 
manager  when  this  is  over."  ■ 


90 


FORBES,   SEPTEMBER   15,   1970 


We  invite  you  to  share  in  celebrating  United's 


r/7im#&7tf/%?w> 


6  Special  Reports  Including  United's  BUY  —  HOLD  —  SELL  advice 
Plus  —  a  4-issue  Guest  Subscription  to  United  Reports 


98  MUTUAL  FUNDS 

INCLUDING  21  GO-GO  FUNDS 


Affiliated  Fd 
Amer  Invest 
Axe-Houghton 
Bullock  Fd 
Channings  Fds 
Colonial  Fds 
deVegh  Fd 
Drexel  Fd 
Dreyfus  Fd 


Energy  Fd 
Enterprise  Fd 
Fidelity  Fds 
Group  Secur 
IDS  Fds 
Johnston  Fd 
Keystone  Fds 
Manhattan  Fd 
Nat'l  Secur 


Op'heimer  Fd 
Penn  Sq  Fd 
T.  Rowe  Price  Fds 
Putnam  Fds 
Sc'der,  Stev'ns 
Technology  Fd 
United  Fds 
Value  Line  Fds 
Wellington  Fds 


COMPUTER  PACKAGE 

4  WELL-DEFLATED  STOCKS 

Even  though  many  of  these  stocks  are  down  to 
levels  that  have  not  been  seen  in  years,  United 
feels  that  this  industry  still  has  considerable 
growth  potential.  This  United  Report  recommends 
the  purchase  of  4  computer  stocks  selling  from 
30-65%  below  1970  highs. 

LIFE  INSURANCE 

FACTS,  FIGURES,  ANALYSIS 


Aetna 

Franklin  Life 

NLT  Corp 

Amer  Her 

Gulf  Life  Hold 

No  Amer  L&C 

Amer  Nat'l 

Jefferson-Pilot 

Philadel  Life 

Calif-West 

Liberty  Nat'l 

Repub  Nat'l 

Cap  Hold 

Lincoln  Nat'l 

Richmond 

CNA  Finan 

Monarch  Cap 

Southwest 

Combined  Ins 

Nat'l  Old  Line 

Travelers 

Conn  Gen 

Nationwide  Corp 

US  LIFE 

25  ACTIVE 

WELL-KNOWN  STOCKS 


Amer  Air 
Amer  Motors 
Benguet 
Boeing 

Boise  Cascade 
Burroughs 
CNA  Financial 
Computer  Sci 


Fairchild  Camera     Natomas 


Gen  Tel  &  El 

Gt  West  Fin 

IBM 

Itek 

Ky  Frd  Chic 

Kresge 

Leasco  Data 

Memorex 


Parke  Davis 

Sperry  Rand 

Teledyne 

Telex 

Transamerica 

Transcont  Inv 

Whittaker 


PACKAGE  for  GROWTH 

PROFIT  AND  RISK  APPRAISED 

A  year  and  a  half  of  falling  prices  has  changed 
the  picture  for  many  desirable  growth  stocks  .  .  . 
presenting  you  with  what  we  believe  is  a  good 
buying  opportunity.  Our  staff  has  selected  7 
moderately  valued  growth  issues  whose  prospects 
look  impressive. 

DOW  THIRTY 

UNITED'S  LATEST  RECOMMENDATIONS 


Allied  Chemical 
Alum.  Co.  of  Am. 
Amer.  Brands 
American  Can 
Amer.  Tel.  &  Tel. 
Anaconda  Co. 
Bethlehem  Steel 
Chrysler  Corp. 
DuPont 
Eastman  Kodak 


General  Electric 
General  Foods 
General  Motors 
Goodyear  T  &  R 
Int'l  Harvester 
Internat'l  Nickel 
Internat'l  Paper 
Johns-Manville 
Owens-Illinois 
Procter  &  Gamble 


Sears  Roebuck 
Standard  Oil,  Calif. 
Standard  Oil  (N.J.) 
Swift  &  Co. 
Texaco  Inc. 
Union  Carbide 
United  Aircraft 
U.S.  Steel 

Westinghouse  Elec. 
Woolworth  (F.W.) 


4-issue  subscription  to  United  Reports  alone  is  $7—  this  entire  package  only  fcKI 

MAIL  THE  POSTPAID  AIRMAIL  CARD  TODAY!  SEND   NO  MONEY  .  .  .  WE  WILL  BILL  YOU 
If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Dept.  FM-49 

UNITED  Business  &  Investment  SERVICE 

210   NEWBURY   STREET,    BOSTON,   MASSACHUSETTS  02116 


)RBES,    SEPTEMBER    15,    1970 


hand  •  i  •  capped 

(han'de  kapt'),  adj. 
l.able  2.dependable 
3.  energetic  4.eager 
workers 

HIRE 


The  President's  Committee  on  Employment  of  the  Handicapped 
Washington,  D.C.  20210 


dividend  notice 


MIDDLE  SOUTH   UTILITIES,   INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of  24ri 
per  share  on  the  Common  Stock,  payable  October  1,  1970,  to 
stockholders  of  record  at  the  close  of  business  September  11,  1970. 


August  28,  1970 


I  ANNE  M.  FITZGERALD 
I  Secretary 


THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  &  Light  Company      Mississippi  Power  &  Light  Company 
Louisiana  Power  &  Light  Company     New  Orleans  Public   Service    Inc. 


E.I.DU  PONT  DE  NEMOURS  &  COMPANY 

Wilmington,  Del.,  August  17,  1970 
The  Board  of  Directors  today  declared 
regular  quarterly  dividends  of  $1.12'/j  a 
share  on  the  Preferred  Stock — $4.50  Series 
and  87'/j«  a  shore  on  the  Preferred  Stock 
— $3.50  Series,  both  payable  October  24, 
1970,  to  stockholders  of  record  ot  the 
close  of  business  on  October  9,  1970; 
also  $1.25  a  share  on  the  Common  Stock 
as  the  third  quarterly  interim  dividend 
for  1970,  payable  September  12,  1970, 
to  stockholders  of  record  at  the  close  of 
business  on  August  25,   1970. 

H.  T.  BUSH,  Jr.,  Secretary 

<5BHBJ> 

Better  thlr>g»  for  better  Irvtng 
. .  .through  chemistry 


Baltimore,  Maryland  21203 
The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  fifty- 
five  cents  a  share,  payable 
October  31, 1970,  to  stock- 
holders of  record  Septem- 
ber 18,  1970. 

WILLIAM  R.  PHELAN 
Vice  President-Treasurer 
and  Secretary 
August  26,  1970 
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(Continued  from  page  15) 

fits  from  Social  Security,  I  must -work  2^ 
more  quarters.  In  other  words,  I  have 
forfeited  my  contributions. 

—A.  Hugh  Whitmorb 
Huron,  S.D 

Sir:    This   matter   is    really   a   conflict 
between  employees  who  spend  most  ol 
their   career   at   one    company   and   em- 
ployees who   divide   their  career  among 
several  companies.  .  .  .  Early  vesting  will 
automatically    result    in    either    increased 
pension  costs  or  reduced  pension  benefits. 
—Leonard  R.  Cargill  Jr. 
Vice  President  &  Actuary, 
Lamar  Life  Insurance  Co. 
Jackson,  Miss. 

Sir:  Forbes,  back  in  Nov.  1924,  when 
there  were  no  social  security  benefits, 
called  attention  to  the  importance  of 
vesting  in  an  article  entitled:  "Making 
Old  Age  Safe  for  Workers." 

—Ernest  C.  Roth 
Peru,  111. 

Not  So,  Sir 

Sir:  The  term  "Real  McCoy"  is  not  in 
error  (Readers  Say,  Aug.  15).  This  ex- 
pression resulted  when  two  boxers  both 
had  the  same  name.  One  was  very  good 
and  drew  a  large  crowd.  When  his 
was  the  featured  event,  he  was  listed  as 
the  "Real  McCoy." 

—Thomas  C.  Mullane 
Walpole,  Mass. 

Getting  Their  Money's  Worth? 

Sir:  Re  your  comment,  "Pay  a  man 
the  least  possible  and  you'll  get  from  him 
the  same"  (Fact  &  Comment,  Aug.  15). 
One  of  the  prominent  airlines  here,  which 
pays  its  pilots  from  30  grand  to  40  grand 
per  year  for  an  18-day  month  are  ex- 
periencing a  pilot  slowdown.  Instead  of 
going  on  a  strike,  which  entails  loss  of 
salary,  the  new  concept  is  to  slow  down 
the  work  pattern.  Some  people  cannot 
take  prosperity  and  they  commit  sins  of 
affluence.  The  old  cliche  that  you  "get 
what  you  pay  for"  is  only  a  half  truth. 
-E.G.  Budde 
Miami,  Fla. 

Buy,  Sell,  Hold 

If  I  put  in  an  order:  buy, 
The  stock  is  apt  to  go  sky  high, 
While  if  perchance  I  want  to  sell, 
They'll  tell  me  that  the  stock  just  fell. 
How  to  make  money,  that  I  know, 
Sell  when  it's  high,  buy  when  it's  low. 
The  only  trouble  seems  with  me 
Is  knowing  when  these  points  will  be. 
One  way  that  I  can  get  ahead— 
Invest  for  dividends  instead, 
And  not  to  try  to  beat  the  tape, 
I  will  be  in  much  better  shape. 

-Richard  C.  Glasgow 
Trenton,  N.J. 
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One  of  the  chief  objects  of  educa- 
tion should  be  to  widen  the  windows 
through   which   we   view   the   world. 
—Arnold  Glasow 


Better  build   schoolhouses   for   the 
boy  than  cells  for  the  man. 

—Eliza  Cook 


Life  is  a  school.  There  is  something 

new  to  learn  wherever  we  may  be, 

wherever  we  go,  wherever  we  turn. 

—Walter  A.  Witt 


Most  people  would  succeed  in  small 
things  if  they  were  not  troubled  by 
great  ambitions. 

—Henry  Wadsworth  Longfellow 


Ambition  is  not  a  weakness  unless 

it  be  disproportioned  to  the  capacity. 

To  have  more  ambition  than  ability  is 

to   be   at   once   weak   and   unhappy. 

—George  Hillard 


A  soul  exasperated  by  its  ills  falls 
out  with  everything,  with  its  friends 
and  also  with  itself. 

—Joseph  Addison 


Whatsoever   is    the  object   of   any 

man's    appetite  or  desire,    that   is    it 

which  he  for  his  part  calleth   good. 

—Thomas  Hobbes 


The  good  things  of  prosperity  are 
to  be  wished;  but  the  good  things  that 
belong  to  adversity  are  to  be  ad- 
mired. -Seneca 


Kites  rise  against,  not  with  the  wind. 
No  man  has  ever  worked  his  passage 
anywhere  in  a  dead  calm. 

—John  Neal 


No  man  will  be  found  in  whose 
mind  airy  notions  do  not  sometimes 
tyrannize  him  and  thus  force  him  to 
hope  or  fear  beyond  the  limits  of 
sober  probability. 

—Samuel  Johnson 


All  human  things  do  require  to  have 
an  ideal  in  them;  to  have  some  soul  in 
them.  —  Thomas  Carlyle 


The    disappointment    of    manhood 

succeeds    to    the   delusion   of   youth. 

—Benjamin  Disraeli 


B.  C.  FORBES 

It  is  when  things  go  hardest, 
when  life  becomes  most  trying, 
that  there  is  greatest  need  for 
having  a  fixed  goal,  for  having 
an  air  castle  that  the  outside 
world  cannot  wreck.  When  few 
comforts  come  from  without,  it 
is  all  the  more  necessary  to  have 
a  fount  to  draw  from  within. 
And  the  man  or  woman  who  has 
a  star  toward  which  to  press 
cannot  be  thrown  off  the  course, 
no  matter  how  the  world  may 
try,  no  matter  how  far  things 
may  seem  to  be  wrong. 


You  must  have  long-range  goals  to 
keep  you  from  being  frustrated  by 
short-range  failures. 

—Charles  C.  Noble 


They  build  too  low  who  build  be- 
neath the  skies. 

—Edward  Young 


The  best  and  noblest  lives  are  those 

which   are    set    toward    high   ideals. 

—Rene  Alemeras 


If  one  advances  confidently  in  the 
direction  of  his  dreams,  and  endeavors 
to  live  the  life  which  he  has  imagined, 
he  will  meet  with  a  success  unexpected 
in  common  hours. 

—Henry  Thoreau 


A  healthful  hunger  for  a  great  idea 

is  the  beauty  and  blessedness  of  life. 

—Jean  Ingelow 


An  aim  in  life  is  the  only  fortune 
worth  the  finding. 

—Robert  Louis  Stevenson 


The  greatest  misfortune  of  all  is  not 
to  be  able  to  bear  misfortune.  —Bias 


The  Indian  summer  of  life  should 
be  a  little  sunny  and  sad,  like  the  sea- 
son, and  infinite  in  wealth  and  depth 
of  tone— but  never  hustled. 

—Henry  Brooks  Adams 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  1001 1.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  NeiJ  York  City,  6%.) 


A  Text . .  . 


Sent  in  by  R.  Miller,  Muskegon, 
Mich.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Husiness  of  f.ife 
is   presented    to   senders  of   texts 


He  that  refuscth  instruction  despiseth 
his  own  soul:  but  he  that  heareth  re- 
proof getteth  understanding. 

—Proverbs  15:32 
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astronauts  n 

and  millions  of  meals 

home-cooked. 

Splashdown!  And  while  you  watch,  another  astronaut  just  back 
from  space  is  picked  up  by  a  reliable  helicopter  from  United  Aircraft. 
The  same  type  that  picks  you  up  at  some  big-city  airports. 

Meanwhile,  gas  for  cooking  in  millions  of  homes  is  pumped 
halfway  across  the  country  by  our  jet  engines— derived  from  those 
that  power  most  jetliners.  For  pipeline  companies,  jet-engine 
reliability  means  lower  costs. 

Which  means  that— besides  you  and  the  astronauts— 
we're  giving  a  lift  to  industry,  too. 
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Marchant. 

We  sell  you  what 

you  need, 

not  just  what 
we  have. 


When  it  comes  to  calculators  we  have 
24  different  models.  We  make  more  than 
anybody  else  in  the  business. 

Which  is  why  a  Marchant  calcu- 
lator is  sold  to  you  on  the  basis  of  need. 
Your  need.  Because  we  think  you  ought 
to  have  a  calculator  that  fits  you  and 
your  work. 

Perfectly.  Not  partly. 

If  you  need  speed  along  with  quiet, 
dependable  operation,  you  need  our 
Marchant"  Model  616.  It's  the  first  elec- 
tronic printer  with  all  the  features  you 
need  at  a  moderate  price.  It  gives  you 


the  lightning  speed  of  an  electronic 
calculator  combined  with  the  accuracy 
of  printed  proof. 

If  you  need  the  most  advanced  elec- 
tronic calculator  in  the  world,  you  need 
our  Model  414.  Trim  in  design,  it  is  the 
first  (and  still  the  only)  calculator  with 
Super  MOS  technology.  An  electronic 
display  calculator  with  a  complete  brain 
reduced  to  the  size  of  a  dime. 

And  if  you  need  a  programmable 
calculator,  you  need  our  Model  1016  PR. 
It's  an  American  made  electronic 
calculator  that  combines  programming. 


calculating,  and  printing  in  a  compact 
desk-top  machine.  When  combined  with 
the  IOTA-1  accessory  unit,  you  can 
even  record  programs  on  magnetic  tape 
for  future  use. 

These  are  only  three  examples  of 
our  made-to-measure  calculator  system. 
You  can  find  out  all  about  the  other  21 
by  asking  your  Marchant  man. 

He  knows  what  you  need. 


fffffi 


SMITH -CORONA  MARCHANT 

DIVISION  OF  SCM  CORPORATION 


Three  of  our  calculators.  WeVe  got  21  more. 


Marchant.  The  First. 


FORBES,    OCTOBER    1,    1< 


Forbes 


Editor:  James  W.  Michaels 

Art  Director.  Ed  Wergeles 

Executive  Editor:  Dero  A.  Saunders 

Senior    Editors:    Harold     Lavine,    James    Cook, 

Ruth  M.  Gruenberg.  Robert  J.  Flaherty,  Stephen 

Quickel 

Special  Reports  Editor  Kenneth  Schwartz 

Associate  Editors:  Thomas  Stevenson,  Howard 
Rudnitskv.  Geoffrey  Smith,  William  Reddig. 
Arthur  Jones.  James  Flanigan 

Staff  Writers:  David  Pauly,  Joseph  Asher,  Robert 
Nash,  Frank  Lai li 

Statistical  Department:  Editor,  Donald  E.  Popp; 
Assistant.  Jerome  D.  Fischer;  Edward  Sakalian, 
Hamid  Abiola 

Reporter:  Robert  Kearns 

Copy  Editor  Clothield  Spencer: 
Assistant.  Betty  Franklin 

Editorial  Researchers:  Chief,  Sharon  Schlein; 
Suzanne  Fogelson,  Ronnie  N.  Haber,  Nancy  P. 
Jennings.  Judith  B.  Koblentz,  Marsha  D.  Ludwig, 
Marilyn  Zahn 

Los  Angeles  Bureau:  Art  Detman  Jr.,  Manager; 
Ellen  Melton.  Robert  L.  Banks 

Washington  Bureau:  Warren  Berry,  Manager; 
Louis  Licht.  Florence  Summers 

Art  Department:  William  E.  Galbreath.  Assis- 
tant Director;  Nikki  Frost,  Elaine  P.  Richardson 

Columnists:  Heinz  H.  Biel.  George  J.  Henry, 
Lucien  O.  Hooper,  Sidney  B.  Lurie.  John  W. 
Schulz.  Myron  Simons 

Production  Manager:  John  J.  Romeo; 
Assistants,   Peter  J.  Zitz,  Joseph  Sauer,   Robert 
Rosengarten 

Wire  Room  Manager:  James  Cianelli 

Advertising:  Sylvia  Schwartz, 
Patricia  Deckelnick 

Librarian:  Dolores  A.  Lataniotis 


President:  Malcolm  S.  Forbes 
Publisher:  James  J.  Dunn 
Administrative  Vice  President: 

Leonard  H    Yablon 
Secretary-Treasurer:  G    Weiner 
Vice  President— Circulation:  Richard  E.  Kline 
Controller:  Joel  B    Redler 
Director.  Special  Activities: 

Lawrence  J.  McKearney 
Assistant  to  Publisher:  John  H    W.  Rhein 
Director  of  Sales  Promotion: 

Wm.  Donald  Garson 
Director  of  Circulation  Promotion: 

John  M.  Thornton 
Advertising  Representatives: 
New  York:  60  Fifth  Ave.  10011 
Stephen  G.  Nicoll,  Mgr. 

William  P.  Cooley,  William  R.  Evans  Jr.,  Robert 
J.   James,    Donald    L.    Kates.   John   A.    Millar, 
Arnold  J.  Prives,  Peter  M.  Schoff 
Chicago:  435  N.  Michigan  Ave. 
Richard  W.  Reynolds,  Mgr. 
Walter  S.  Buchleitner 
James  H.  Mallon 
Cleveland:  55  Public  Square 
Frank  A.  Duffy.  Mgr. 
James  S.  Povec 
Detroit:  1104  Penobscot  Bldg. 
William  Melville,  Mgr. 

Los    Angeles:    711    S.    Vermont    Ave.,   Zunich    & 
Follansbee,  Inc. 

San   Francisco:  315   Montgomery  St.,  Zunich   & 
Follansbee,  Inc. 

Dallas:  LTV  Tower.  Donald  R.  Brown 
Atlanta:   3009   Lookout   Place   N.E.,   Dawson  Co. 
Don  L.  Uhlenhopp 

Miami:     5995    S.W.     71st    Street,     Dawson    Co._ 
Harold  L.  Dawson 


Mgr.  Subscription  Service:  T.  M.  York 
60  Fifth  Ave.,   New  York,  N.  Y.   10011 


Paid  Circulation  Over  625,000 


FOUNDED  1917  BY  B.  C.  FORBES  (1880-1954) 


Side  Lines 


"Keep  After  Us" 

Forbes  Staff  Writer  Joseph  Asher  was  inter- 
viewing a  partner  in  a  well-known  public  ac- 
counting firm  for  the  story  that  appears  on 
page  56  of  this  issue.  It  was  very  clear  to  the 
accountant  that  the  Forbes  article  was  going 
to  be  critical  of  generally  accepted  accounting 
principles.  As  the  interview  drew  to  a  close, 
the  CPA  surprised  Asher  by  saying:  "You  guys 
are  doing  a  good  job  raising  these  questions. 
The  accounting  profession  needs  to  have  them 
raised."  In  short,  "Keep  after  us." 

It's  not  every  day  that  we  get  praise  from 
people  we  criticize,  and  we  appreciate  it.  Not 
all  the  accountants  we  talked  to  in  our  re- 
search for  these  articles  were  so  cordial:  One 
of  them  told  us,  in  effect,  "I  am  all  for  freedom 
of  the  press,  but  be  careful  what  you  print 
about  us."  But  this  was  rare:  We  found  that 
most  accountants  are  deeply  disturbed  about 
inadequate  and  misleading  financial  reporting. 

Two  stories  in  this  issue  bear  on  the  problem:  "Words,  Words, 
Words"  (p.  54)  and  "One  Hand  Giveth.  .  ."  (p.  56).  Forbes  first 
raised  some  of  the  questions  over  three  years  ago  (May  15,  1967)  in  a 
cover  story  entitled  "What  Are  Earnings?  The  Growing  Credibility 
Gap"  at  a  time  when  most  people  still  took  financial  statements  at  abso- 
lute face  value.  The  problem,  as  we  see  it,  arises  from  this:  Balance 
sheets  and  P&L  statements  are  efforts  to  reduce  extremely  complex  busi- 
ness transactions  to  a  very  simple  set  of  figures.  Inevitably  this  creates 
opportunities  for  people  who  want  to  mislead  the  public.  And  it  makes 
things  difficult  for  even  the  most  scrupulous  of  managements.  The  ac- 
countants are  often  in  the  middle.  They  don't  like  it.  They  feel  they're 
getting  blamed  unjustly.  They  feel  the  fault  lies  not  so  much  with  them 
as  with  the  generally  accepted  accounting  rules  under  which  they  op- 
erate—and with  managements  that  have  a  confusingly  wide  amount  of 
latitude.  Too  much  latitude,  most  of  us  feel. 

We  at  Forbes  don't  claim  to  know  the  answers,  but  we'll  keep  ask- 
ing the  questions.  We'll  do  so,  both  for  the  good  of  the  accounting 
profession  and  for  the  benefit  of  businessmen  who  need  to  be  remind- 
ed that  certified  financial  statements  are  not  quite  the  Gospel  that 
many  people  take  them  for. 

Late  last  year  we  informed  the  Nestle  company  that  we  would  like 
to  do  an  article  on  their  worldwide  activities.  Somewhat  stuffily,  the 
company  informed  us  that  they  would  not  cooperate.  We  thanked 
them  and  went  ahead  anyway.  We  sent  a  reporter  to  Europe  where 
he  spent  weeks  talking  with  Nestle  competitors,  customers,  former  ex- 
ecutives. Other  Forbes  staffers  in  London  and  New  York  contributed 
additional  reporting.  The  story  begins  on  page  24  of  this  issue,  a  tale 
of  a  little-known  and  powerful  corporate  giant.  It  is  not  easy  to  do  a 
fair  and  balanced  story  when  the  company  will  scarcely  speak  with  us, 
but  we  think  we  have  done  an  honest  job.  Involved  here  is  an  old 
Forbes  principle:  If  we  think  our  readers  would  profit  from  informa- 
tion, we  go  get  it— whether  the  subjects  like  it  or  not.   ■ 
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ital investments. ..new  tax  advantages 
available  to  you  in  New  York  State... facts 
and  figures  on  the  world's  richest  market 
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plant-site  factors  for  individual  manufac- 
turers. 

New  tax  benefit.  New  York  State  has  a  new 
business-tax  credit  for  investments  in  new, 
expanded  or  modernized  production  or  re- 
search facilities.  This  credit  can  be  spread 
over  as  many  years  as  necessary  for  full 
benefit— up  to  nearly  100%  abatement. 
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Trends 

&  Tangents 


FOREIGN 


Israeli  Invasion? 

Like  the  Japanese,  the  Israelis 
too  are  invading  high-technology 
fields  once  monopolized  by  the  U.S. 
and  Western  Europe.  Executives  of 
Tel  Aviv's  Israel  Aircraft  Industries 
are  busy  setting  up  a  worldwide 
sales  and  service  network  for  two 
brand  new  craft:  a  ten-passenger 
business  jet  and  a  flexible  short- 
takeoff-and-landing  craft  (20  pas- 
sengers or  two  tons  of  cargo).  De- 
liveries will  not  start  until  next 
year,  but  meantime  the  Israelis  are 
selling  U.S. -made  Aero  Command- 
ers, bought  when  North  American 
Rockwell  sold  the  line  in  1967.  Is- 
rael Aircraft  started  in  1953  servic- 
ing the  Israeli  air  force— it  still  has 
the  contract— and  now  builds  an 
Israeli-designed  sea-to-sea  missile 
and  subcontracts  for  a  French 
plane  maker.  Its  sales  came  to  $120 
million  last  year,  employment 
14,000.  Now  government-owned, 
the  company  expects  to  go  public 
(in  the  U.S.)   within  a  few  years. 


BUSINESS 


Worry  Time 

As  winter  nears,  the  snowmobile 
industry  is  moving  to  forestall  fur- 
ther restrictive  laws  that  could  slow- 
its  recent  fantastic  growth.  Environ- 
mental worries  have  pressured  the 
industry  into  studies  of  what  one 
million  machines  will  do  to  the  bal- 
ance of  nature  in  heavily  snow- 
mobiled  areas.  For  example,  Arc- 
tic Enterprises  of  Thief  River  Falls. 
Minn.,  maker  of  Arctic  Cat  snow- 
mobiles, has  announced  a  grant  to 
the  University  of  Minnesota  to 
study  just  what  happens  to  plant 
and  animal  life  when  snowmobiles 
disturb  an  area's  snow  cover. 

The  First  May  Be  Last 

On  June  30  Anaconda  Co.  re- 
ceived the  first  installment  of  the 
$178  million  the  Chilean  govern- 
ment owes  it  lor  a  majority  interest 
in  Anaconda's  two  big  Chilean  min- 
ing properties.  Of  the  initial  Si  2 
million  cash  payment,  about  hall 
was  principal,  the  rest  interest; 
the  remaining  $170  million  is  sched- 
uled  to  come  in  oxer  the   next    12 


years,  with  the  next  payment  due  at 
year  end.  Anaconda  will  hang  on  to 
the  remaining  notes,  but  Chile's 
new  leftist  government  may  re- 
pudiate the  basic  agreement. 

Guiding  Light 

An  experimental  laser  cane,  un- 
de"r  test  at  the  University  of  Cin- 
cinnati, shows  promise  of  providing 
a  kind  of  second  sight  for  the  blind 
by  enabling  them  to  detect  obsta- 
cles ahead  of,  above  and  below 
their  paths.  Low-powered  beams 
of  infrared  coherent  light  from 
three  lasers  below  the  cane's  han- 
dle reflect  off  objects  and  trigger  a 
sensory  stimulator.  This  creates  a 
poking  sensation  in  the  user's  hand 
if  the  hazard  is  ahead,  a  sound  if  it 
is  above  or  below  his  path. 

The  Rustler  Rides  Again 

The  Wild  West  may  have  died, 
but  in  the  Plains  states  cattle  rus- 
tling still  thrives.  The  Iowa  State 
Department  of  Agriculture  esti- 
mates that  losses  in  that  state  alone 
amount  to  from  $3  million  to  $4 
million  annually.  With  fast  trucks, 
radios  tuned  to  police  networks  and 
miles  of  farm-to-market  roads  con- 
nected to  interstate  highways,  the 
new  rustlers  can  hit  and  escape  be- 
fore the  theft  is  even  reported.   ■ 
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READERS  SAY 


An  Objection  from  S&P 

Sir:  I  strongly  object  to  a  comment 
made  about  Standard  &  Poor's  [and 
Moody's]  in  the  Sept.  1  issue  of  Forbes. 
'To  this  both  services  answer  that  there 
are  literally  thousands  of  bond  issues  to 
rate  and  that  a  service  that  brings  in  only 
peanuts  in  relation  to  the  billions  it  rates 
cannot  be  perfect."'  The  sentence  is  not 
only  erroneous,  but  it  was  never  stated 
by  us  to  you  or  to  anyone. 

— Brentov  W.  Harries 
Vice  President, 
Standard  &  Poor's  Corp. 
New  York,  N.Y. 

This  sentence  was  Forbes'  own  con- 
clusion. Neither  SL-P  nor  Moody's  made 
such  a  statement  and  Forbes  regrets  the 
implication  that  they  did— Ed. 

Midiocrity 

Sir:  After  reading  your  comment  on 
the  midi  (Forhes,  Sept.  15),  I  would 
like  to  offer  my  own  comments,  pro  and 
con,  on  the  subject. 

The  objection  to  the  midi  length  can 
be  historically  related  to  the  controversy 
that  raged  with  the  advent  of  the  mini- 
skirt. If  I  may  refresh  your  memory: 
Girl:  I'd  never  wear  one  of  those  disgust- 
ng  things.  Columnist:  Let's  face  it  uals, 
those  chubby,  knock-knees  just  don't  look 
too  alluring  beneath  two  inches  of  skirt. 
Employer:  Isn't  that  skirt  a  little  short 
for  the  office.  Miss  [ones?  You  folks  are 
not  against  the  midi.  you're  just  against 
mange,  especially  in  women— and  be- 
Beve  me— women  are  changing. 

However— the  American  woman  is  be- 
ing  bullied  into  midis.  The  Uptown 
Crowd  is  doing  its  damdest  to  bring 
us  to  "midiocrity." 

Women,  don't  scare  now.  By  investing 
the  cost  of  that  cop-out  pants  suit  or 
mid-knee  length,  you  can  have  a  good 
second-hand  sewing  machine.  Sewing 
isn't  hard  or  very'  time  consuming,  and 
by  designing  >our  own,  you  not  only  be- 
come free  to  wear  what  you  will  (at 
half  the  price),  yon  give  a  black  eye  to 
the  industry  that  tries  to  get  rich  by  ot- 
fering  inferior  goods  for  exorbitant  prices. 
—Cathy  Stern uerc 
New  York,  N.Y. 

Sir:  Rudi  Gernreich  predicts  unisex- 
oriented  style  for  fashion.  I  predict  uni- 
sex-oriented reading  for  Forbes.  Thanks 
for  the  cover  story. 

— Bermta  B.  Rubinoff 
Pittsburgh,  Pa. 

Shy? 

Sib:  In  the  "Side  Lines"  column  of 
your  Aug.  1  issue,  you  mentioned  that 
Mr.  C.Y.  Tung's  picture  cannot  be  ob- 
tained without  his  personal  "ok."  Such 
careful  modesty  is  not  true  only  to  Mr. 
Tung,  but  generally  true  with  all  Ori- 
entals, who  by  training  shy  from  snatch- 
(Continued  on  page  75) 

FORBES.   OCTOBER    1,    1970 


Whafs 
Chromalloy American 

doing  in 
Cableless  CATV? 

Plenty!  Recently  the  FCC  authorized  as  a  broadcast  service  the  cableless  Quasi- 
Laser  Airlink  System  for  CATV  developed  by  Chromalloy  and  Laser  Link  Corporation. 

This  will  provide  flawless  TV  reception  at  a  small  monthly  cost  and  hasten  the  spread 
of  CATV  to  millions  of  Americans.  The  Airlink  system  is  a  technological  breakthrough 
which  permits  the  introduction  of  CATV  in  many  urban  areas  by  eliminating  costly 
underground  cabling.  Airlinking  will  also  enable  existing  CATV  systems  operating 
in  suburban  and  rural  communities  to  provide  service— heretofore 
unfeasible  economically— to  small  towns  and  isolated  areas. 

Chromalloy  American... 

A  Corporate  Family  of  Crealive  Companies  * 


'Service  Mark 


120  Broadway,  New  York  10005 

Listed  on  the  New  York  Stock  Exchange.  Ticker  symbol   CRO 


Plymouth  Gin 
goes  public. 


Plymouth  fanciers,  forgive  us.  The  cloistered 
existence  your  gin  has  enjoyed  since  1793  is  ended 

Coates  &  Co.  is  initiating  limited  advertising  in 
America  for  its  crisp,  extra-dry  94.4  proof  English  gin.  /^Jtb 

But  rest  assured.  All  else  about  your  gin 
will  be  unchanged.  The  Dominican  Friar  on  the  label. 
Our  refectory,  where  the  Pilgrims  met  before  _ 
boarding  the  Mayflower. 

And  our  prized  botanicals, 
blended  only  by  our  Chief  Stillman. 

Last,  our  price  will  remain 
mildly  extravagant,  providing  some 
protection  for  Plymouth  devotees. 
Everyone  may  be  watching.  But, 
at  our  price,  they  won't  all  be  drinking 

Coates  &  Co.  [PLYMOUTH)  Ltd.  100%  Grain  Neutral  Spirlls.Schenley  Imports  Co.  N.Y.,  N.Y. 


THE  KNACK  DISSECTED: 

or  how  to  make  the  hand  quicker  than  the  eye. 


The  Hand-Span  Keyboard  teaches  the 
hand  the  knack  of  adding,  subtracting, 
multiplying  and  dividing  — by  touch.  It's 
sized  and  organized  so  fingers  can  find  all 
keys  for  themselves.  Just  5!4  x  3  inches, 
it  puts  every  key  where  a  working  finger 
can  reach  it,  while  keeping  the  thumb  at 
rest  as  anchor  and  guide. 

The  Finger- Seater 

keys  further  the 

knack.  They're 

scooped  and  lipped  | 

just  enough  to  seat 

the  finger  securely.  And,  because  they're 

so  big,  on  such  a  small  keyboard,  there 

are  no  slip-into  spaces  left  between  them. 

The  Home  Key  has  a  bump 
in  its  middle  to  keep  your 
hand  on  the  keyboard,  and 
your  eyes  off.  If  you're 
interrupted,  this  bump  will  touch-tell 
your  middle  finger  when  it's  back  in  the 
right  starting  place. 


The  R  Key  is  raised 
so  you  can  press  it 
and  the  Add  Bar 
together.  Do  this 
when  you  want  to 
add  a  number  over 
and  over  without 
indexing  it  more 
than  once. 
(For  repeat  sub- 
traction, press  R 
and  minus  keys.) 

The  Add  Bar  is 
raised,  too,  to  com- 
pensate for  the 
little  finger's 
shortness. 


The  Instant  Corrector 
cancels  errors  by  subtracting 
numbers  you  print  by 
mistake. 


The  Memory  Key  prevents 
errors  by  storing  a  number 
until  you  need  it  again.  Sup- 
pose, for  example,  you  press 
it  right  after  printing  a  total. 
When  you  want  that  total  once  more,  for 
grand  totaling,  you  simply  press  the  Add 
Bar  (or  minus  key,  or  X  key)  and  the 
machine  will  give  it  correctly  back.  Or,  if 
printing  a  constant  that  you'll  want  back 
more  than  once,  follow  the  same  proce- 
dure, but,  after  pressing  the  memory  key, 
lock  the  constant  latch. 


The  Multiple  Ciphers.  When  indexing  a 
number,  what  numeral  do  you  most  often 
repeat?  Of  course,  the  zero.  We've  given 
you  a  double  zero  for  your  hundreds,  and 
a  triple  for  your  thousands,  as  well  as  the 
usual  one.  These  multiple  zeros  do  more 
than  save  time.  By  preventing  needless 
repetition,  they  also  prevent  mistakes. 
Anything  else  we  can  tell  you  about  this 
keyboard?  Yes,  two  things. 
Because  it's  so  small,  the  whole  machine 
is  small,  too.  In  fact,  at  10  x  12  inches  and 
20  pounds,  it's  the  smallest,  lightest 
printing  calculator  in  its  class. 
And,  because  it's  so  knack-inducing,  we 
made  sure  it  would  stand  up  to  knocks. 
(Nothing  makes  customers  angrier  than  a 
habit-forming  machine  on  the  blink  ) 
Its  main-shaft  is  case-hardened  steel.  And 
that  rides  on  life-time  bearings.  And 
every  part  is  individually  tested.  And  so 
is  every  assembled  machine.  And  — 
although  our  Swiss  engineers  tell  us  these 
machines  are  virtually  impossible  to 
break— the  parts  are  all  modular.  And 
every  dealer  has  parts.  (So  if  you  should 
ever  break  the  unbreakable,  it  can  be 
changed  almost  light-bulb  fast. ) 
For  the  name  of  your  nearest  dealer, 
write  to  the  address  below. 

If  you  only  want  to  buy  a  calculator  once, 
buy  a  Hermes. 


HERMES 


Paillard  Incorporaja 

1900  Lower  Road,  Linden,  N  I  0701 

Other  products:  Bolex  nu«  ie  equipmeil 

Hasselblad  cameras  and  accessdo 


The  Knack  put-together:  The  Hermes  167  touch  calculating  machine. 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


THERE   OUGHTTA  BE  A  LAW 


How  many  times  at  one  time  or  another  have  you  and  I 
said  about  something  or  other,  "The  Government  ought  to 
do  this,"  or  "The  Government  ought  to  do  that"?  It  sur- 
prises me,  on  reflection,  the  several  occasions  on  which 
Forbes  has  urged  that  the  Federal  Government  exercise  a 
new  power  or  assume  a  new  responsibility— ranging  from 
ecology  matters  of  late  to  matters  of  military  and  foreign 
a£fairs  and  transportation  and  housing  and  .  .  .  and  .  .  . 
and.  .  .  . 

While  sometimes  there  is  no  alternative,  it  is  well  to  re- 
member who  "the  Government"  is.  "The  Government"  isn't 
a  man  or  a  handful  of  people  seeing  that  the  new  respon- 
sibility gets  done  as  intended.  "The  Government"  is  lots  of 
people,  hundreds  of  thousands  of  them.  They  are  protect- 
ed from  losing  their  jobs  for  political  reasons,  so  that  only  a 
colossal  misstep  such  as  the  assumption  of  responsibility 
can  delay  the  slow  but  certain  climb  up  the  civil  service 
ladder.  Getting  things  done  is  of  far  less  importance  than 
remaining  blameless  should  any  action  cause  a  reaction. 

The  whole  thing  was  beautifully  put  by  Gilbert  Fitzhugh, 
head  man  of  Metropolitan  Life  Insurance  Co.,  in  his  Nixon- 
requested  analysis  of  the  Pentagon: 

"Everybody  is  somewhat  responsible  for  every- 
thing, and  nobody  is  completely  responsible  for  any- 
thing. So  there's  no  way  of  assigning  authority, 
responsibility  and  accountability.  There  is  nobody 
you  can  point  your  finger  to  if  anything  goes  wrong, 
and  there  is  nobody  you  can  pin  a  medal  on  if  it 


goes  right,  because  everything  is  everybody's  busi- 
ness, and,  as  you  know,  what  is  everybody's  busi- 
ness is  nobody's  business. 

"They  spend  their  time  coordinating  with  each 
other  and  shuffling  paper  back  and  forth,  and  that's 
what  causes  all  the  red  tape  and  big  staffs  in  the 
department.    Nobody    can    do    anything    without 
checking  with  seven  other  people." 
Every  President  in  recent  decades  has  expressed  frustra- 
tion, futility  feeling  because,  between  the  making  of  a  de- 
cision or  the  issuing  of  an  order  and  the  fulfilment  of  it  or 
the  execution  of  it,  there  is  sometimes  a  time  lag  extending 
through  a  four-year  term.  Invariably  Presidents  put  some- 
one or  many  in  charge  of  seeing  that  somewhere  along 
the  endless  chain  of  command  the  Presidential  command 
doesn't  totally  disappear  in  a  topless  pile  of  paper. 

Pundits  often  poked  fun  at  President  Johnson's  tendency 
to  grab  the  phone  and  personally  issue  an  order  or  a  re- 
quest to  someone  25  layers  below  the  top.  I  guess  though 
that  in  these  instances  Mr.  Johnson's  long  years  of  experi- 
ence in  government  taught  him  where  the  inaction  begins 
to  set  in. 

If  Presidents  have  such  difficulty  in  moving  the  federal 
bureaucracy,  what  chance  is  there  for  us  mere  citizens? 
It's  a  point  to  keep  in  mind  the  next  time  we  start  to 
say,  "Let's  have  the  Government  do  it."  That's  often  a 
way,  it  would  seem,  of  being  sure  that  whatever  it  is  that 
should  be  done  isn't. 


REMEMBER,   IT  HASN'T  GONE  AWAY 


That  is,  the  4,500-mile  bitterly  disputed  border  be- 
tween Russia  and  China. 

Their  vituperative  polemics  over  differing  interpreta- 
tions of  their  Red  idiotology  is  teapot  tempest  stuff  next 
to  the  founded  fears  and  thousands  of  years  of  huge  land 


grabs  and  decades  of  bloody  warring  between  the  two. 

When  we  are  eye-balling  with  Russia  in  the  Middle  East 
or  Indochina  or  on  the  seas  or  in  space,  we  must  remember 
their  growing  tension-increasing  absorption  with  China,  a 
border  neighbor  with  three  times  Russia's  population. 
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EVEN  HE'S  ENTITLED 


The  hate-filled  demented  of  Left  and  Right  always 
scream  slogans  about  their  freedom  and  their  Constitu- 
tional rights  as  they  seek  by  riot  and  bloodshed  and  dy- 
namite to  obliterate  the  freedoms  and  rights  and  lives  of 
those  who  differ. 

It  sometimes  appalls  me,  though,  how  so  many  non- 
extremists  who  feel  strongly  that  the  essence  of  freedom  is 
the  untrammeled  right  to  write  and  to  speak  freely,  get  so 
sore  when  Mr.  Nixon  indulges  in  those  freedoms. 

Take  all  that  furor  over  his  Manson  remark.  The  outcry 
over  his  unlawyerlike  comment  on  guilt  completely  buried 
the  extremely  important  and  most  valued  point  he  was 
making,  namely,  that  freedom  depends  on  respect  for 
right  and  law  and  orderly  judicial  procedure  and  that 
making  heroes  of  those  who  make  mock  of  these  freedoms 
is  wrong  and  dangerous  to  a  free  society. 


Then  take  all  that  uproar  by  Democratic  congressmen 
over  the  President's  use  of  TV  to  report  his  views  and  the 
reasons  for  his  actions  to  the  country.  The  demand  for 
equal  time  to  reply  every  time  the  President  gives  an  ac- 
counting to  the  nation'is  as  absurd  as  would  be  the  at- 
tempt to  fairly  pick  the  Opposition  Repliers. 

We  should  all  hope  that  the  President  doesn't  cease  to 
speak  with  unrehearsed  spontaneity  and  candor  just  be- 
cause, in  the  course  of  saying  much  about  countless  im- 
portant things,  he  occasionally  says  something  he  shouldn't 
have  said.  We  should  all  also  hope  he  doesn't  stop  talking 
directly  to  the  American  people  via  TV  when  he  has 
something  he  thinks  needs  to  be  said. 

The  Constitution  guarantees  the  right  of  free  speech  to 
all  Americans. 

Even  the  President. 


TRUMAN  ON  TARGET  AGAIN 


In  a  delightful,  perceptive,  poignant  piece  about  Harry 
Truman  at  home  in  Independence,  Merle  Miller  writing 


in  Holiday  tells  of  the  days  when  Truman  would  talk  in- 
formally to  groups  touring  the  Truman  Library: 


A  question  period  always  followed  the  talk.  One 
day  the  last  question  came  from  an  anxious  small 
boy  with  red  hair  whose  ears  had  grown  up,  but 
not  his  face. 

"Mr.  President,"  he  said,  and  his  future  and  the 
world's  depended  on  the  reply,  "was  you  popular 
when  you  was  a  boy?" 

The  President  looked  at  the  boy  over  the  glasses 


that  always  made  him  look  like  an  irritated  owl. 
"Why,  no,"  he  said,  "I  was  never  popular.  The 
popular  boys  were  the  ones  who  were  good  at 
games  and  had  big,  tight  fists.  I  was  never  like  that. 
Without  my  glasses  I  was  blind  as  a  bat,  and  to  tell 
the  truth,  I  was  kind  of  a  sissy.  If  there  was  any 
danger  of  getting  into  a  fight,  I  always  ran.  I 
guess  that's  why  I'm  here  today." 


THERE'S  GOT  TO  BE  A  BETTER  WAY 


According  to  testimony  by  Representative  Richard  L. 
Ottinger  (Dem.,  N.Y.)  before  a  Congressional  subcom- 
mittee, 210  areas  in  our  coastal  waters  are  now  being  used, 
under  permits  granted  by  the  Army,  to  dump  sewage,  in- 
dustrial wastes  and  assorted  acids. 


There's  got  to  be  a  better  way.  Soon. 

*      *      » 

A  friend  returning  from  Scotland  reports  that  the  fabled 
Loch  Ness  monster  has  really  and  finally  died. 
From  pollution. 


SENSIBLE  PA 


The  Great  Impressionist  Pissarro  gave  this  advice  to 
his  sons,  who  had  begun  to  draw  and  to  paint:  "Scorn 
my  judgment.  I  have  such  a  longing  for  you  all  to  be 
great  that  I  cannot  hide  my  opinions  from  you.  Accept 
only  those  that  are  in  accord  with  your  sentiments  and 


mode  of  understanding.  Although  we  have  substantially  the 
same  ideas,  these  are  modified  in  you  by  youth  and  a  milieu 
strange  to  me;  and  I  am  thankful  for  that;  what  I  fear 
most  is  for  you  to  resemble  me  too  much.  Be  bold,  then, 
and  to  work  I.  . ," 
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—MALCOLM  S.  FORBES, 

Editor-in-Chief 


In  the  last  few  months, 
we've  discovered  that  working  together  works. 


Once  upon  a  time  there  were 
[two  paper  companies.  Great  North- 
ern and  Nekoosa  Edwards. 

Then  we  decided  to  get 
!  together. 

We  knew  that  together  we'd 
I  be  a  lot  stronger.  A  lot  better 
[equipped  to  compete  against  the 
i  giants  of  our  industry. 

And  we're  happy  to  report 
jthat  being  together  is  working. 

Now  as  Great  Northern 
iNekoosa,  we're  a  broader-based 
Icompany. 

We're  not  only  the  country's 


leading  independent  producer  of 
newsprint  and  containerboard. 

We're  also  the  leading  pro- 
ducer of  papers  for  computers.  And 
a  major  manufacturer  of  copier 
paper  and  special  grades  for  the 
printing  and  publishing  industries. 

We're  in  more  markets.  If  one 
of  them  is  down,  we  have  others 
to  lift  us  up. 

Our  eight  mills  are  now  lo- 
cated in  five  states:  Maine,  New 
York,  Georgia,  Arkansas  and  Wis- 
consin. 

We're  even  starting  to  cash  in 
on  each  other's  talents.  Our  re- 
search people  are  getting  together. 

So  are  our  marketing  and  pro- 
duction people. 


The  more  we  work  together, 
the  smaller  the  giants  seem  to 
become. 

if  you'd  like  to  find  out  more 
about  us,  write  to  Peter  Paine, 
Chairman  of  the  Board,  Great 
Northern  Nekoosa,  522  Fifth  Ave- 
nue, New  York,  New  York  10036. 

GREAT 

NORTHERN 

NEKQDSA 

CORPORATOR 
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The  Divided  Man 


A  time  to  creep, 


or 


a  time  to  leap? 


A  time  of  business  slowdown  is  a  time  of  opportunity,  a  time  when  the 
brilliant  and  the  bold  leap  ahead  of  timid  competitors.  It  is  a  time  to 
exercise  every  financial  resource  at  your  command,  a  time  to  talk  to 
C.I.T.  Corporation. 

Our  business  is  to  help  your  business  with  funds  for  productive  pur- 
poses, and  to  help  you  discover  your  untapped  cash-power.  We  have 
been  doing  it  successfully  for  more  than  60  years,  through  an  excep- 
tionally wide  range  of  financing  services  that  can  help  you  buy,  help  you 
operate,  and  help  you  market. 


Our  resources  are  great.  Our  service  is  fast.  Call  us. 
Or  write  H.  H.  Post,  Ass't  V.R,  C.I.T.  Corporation, 
650  Madison  Avenue,  New  York,  New  York  10022.     CORPORA"      n 

Instalment  Purchasing   •   Equipment  and  Vehicle  Fleet  Leasing   •   Capital  Loans  •  Accounts 
Receivable  and  Inventory  Financing    •    Factoring    •    Sale  and  Leaseback    •    Rediscounting 


Wi'wiiSvUl^ntl!^  ^°fl°lJ^a.s.s: .^W  "82-6100  •  Chicago,  III.  (312)  726-8580  •  Cleveland.  Ohio  (216)  696-0900 _•  Dallas.  Tex 

.is,  La. 

3.(412) 

-4141 
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WARNING 

These  People  Can  Be  Dangerous 


The  dw  may  not  be  terribly  distant 
when  U.S.  business  will  be  paying  as 
much  to  its  pensioners  as  to  its  stock- 
holders. By  then,  the  pension  funds 
ma\  well  control  much  of  U.S.  indus- 
tr>  as  well.  Through  no  fault  of  their 
own,  senior  citizens,  sunning  them- 
selves in  Florida  or  relaxing  in  rock- 
ing  chairs,  may  force  some  major  U.S 
corporations  to  the  wall. 

These  statements  are  not  exaggera- 
tions. They  are  based  on  simple  pro- 
jections of  current  trends.  A  decade 
ago,  business  was  putting  about  S3 
billion  a  year  into  private  pension 
funds.  Last  year  the  sum  was  $10  bil- 
lion: it  is  estimated  that  by  1980  the 
figure  could  reach  $25  billion.  At  $25 
billion,  pension  costs  would  equal  the 
'amount  now  being  paid  as  dividends 
to  stockholders. 

Already  private  pension  funds  have 
assets  of  $125  billion,  over  half  of  it 
in  common  stock;  by  1980  their  assets 
could  easily  reach  $240  billion.  To  put 
this  latter  figure  in  perspective,  con- 
sider this:  The  recent  total  value  of  all 
stocks  fisted  on  the  New  York  Stock 
Exchange  was  just  $555.5  billion. 

How  To  Get  into  Trouble 

Gradually,  businessmen  are  begin- 
ning to  come  to  grips  with  a  terrible 
possibility.  It  is  that  private  pension 
plans  could  turn  into  a  monster  that 
could  swallow  their  creators. 

It  is  not  merely  their  sheer  size  and 
demands   that  make  private   pension 


funds  potentially  dangerous.  Until  only 
a  few  years  ago  pension  fund  man- 
agers and  actuaries  made  very  con- 
servative assumptions,  which  they 
were  loath  to  change  without  years  of 
evidence,  about  the  number  of  bene- 
ficiaries who  would  draw  pensions, 
how  long  they  would  draw  them  and 
how  much  their  investments  would 
be  earning  to  support  the  payout.  But 
in  the  mid-Sixties,  according  to  Dr. 
Julian  Gumperz  of  BEA  Associates,  an 
authoVity  on  pension  investment  man- 
agement, "the  concept  that  a  com- 
pany's pension  fund  was  a  profit  cen- 
ter which  should  be  managed  to 
reduce  costs  came  to  the  fore."  Put 
bluntly,  many  corporations  began  to 
speculate  with  pension  fund  money  as 
a  way  of  cutting  pension  costs  and 
increasing  profits. 

For  several  years  the  new  approach 
seemed  eminently  justified.  Capital 
gains  on  equities  were  easy  to  make  in 
the  roaring  bull  market  of  the  late 
Sixties.  Many  a  pension  management 
seemed  to  be  playing  the  performance 
game  successfully.  At  the  same  time, 
interest  rates  were  rising  sharply,  mak- 
ing their  fixed-income  investments 
more  productive.  These  factors  en- 
abled the  company  to  press  the  actu- 
aries to  raise  their  assumptions  about 
what  pension  fund  investments  would 
earn.  In  short,  they  began  putting  less 
money  in  than  they  might  have.  Man- 
agement assumed  profits  and  interest 
would  make  up  the  difference. 


Interest  rates  are  still  high.  But  the 
stock  market  collapse  has  wiped  out 
much  of  the  gains  painfully  accumu- 
lated over  many  years,  and  also 
dampened  hope  of  future  corporate 
profits  to  ease  the  burden. 

How  serious  has  this  been  for  pri- 
vate pension  funds?  Their  managers 
seldom  give  out  data  on  their  results. 
But  one  manager,  Ashby  Bladen  of 
American  Standard,  says:  "I've  seen  a 
number  of  pension  plans  that  were  off 
by  more  than  25%,  and  some  were  off 
by  as  much  as  45%  during  the  bear 
market.  Many  were  overreaching  for 
performance  and  got  clobbered." 

Great  Expectations 

The  shattering  of  "performance"  ex- 
pectations couldn't  have  come  at  a 
worse  time.  Today  many  corporations 
may  have  to  lower  their  expectations 
of  what  their  assets  can  earn  over  the 
long  run.  Yet  they  are  faced  with  a 
clamor  for  higher  pensions.  Typical  in 
a  way  is  the  demand  the  United  Auto 
Workers  are  making  on  the  automo- 
bile companies:  retirement  in  30  years 
regardless  of  age  at  $500  monthly. 
Granting  of  this  demand  could  prove 
a  crushing  burden,  for  it  would  lead  to 
full  retirement  of  thousands  of  em- 
ployees still  in  their  late  40s  and  early 
50s.  Such  people  might  be  drawing 
pensions  for  25  or  30  years,  far  longer 
than  the  12  years  today's  average  pen- 
sioner  lives    after   retirement   at    65. 

"Thirty    and    out"    may    not    be 
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achieved  by  the  UAW  this  year,  but 
you  can  bet  it  will  be  back   again. 

The  UAW  aside,  recent  pension  de- 
mands have  been  tremendous.  Earlier 
this  year,  the  General  Electric  and 
Westinghouse  settlements  with  the 
electrical  workers  provided  a  15%  hike 
over  40  months— including  a  hefty  pen- 
sion increase. 

How  hefty  became  apparent  only 
when  Westinghouse  had  to  reveal 
some  details  in  an  August  1970  pro- 
spectus. The  higher  benefits  lifted  pen- 
sion expenses  from  $20  million  to  $34 
million  in  a  single  year.  That  means 
that  Westinghouse  is  paying  nearly  1 
cent  on  every  sales  dollar  as  pensions. 
The  after-tax  cost  is  roughly  45  cents 
a  share.  In  addition,  Westinghouse's 
unfunded  past  service  liability*  in- 
creased from  $224  million  to  $350 
million,  because  the  new  benefits  are 
retroactive  and  must  be  backed  up 
with  higher  earning  power.  Though  it 
doesn't  show  as  such  on  the  balance 
sheet,  Westinghouse  thus  has  a  buried 
liability  of  $126  million-$3-plus  a 
share  pretax.  This  in  spite  of  the  fact 
that  Westinghouse  has  raised  its  as- 
sumed rate  of  return  from  3.5%  to  6%, 
enabling  it  to  save  some  $90  million 
out  of  pocket  over  the  last  3/2  years. 

GE,  whose  plan  is  much  older  and 
larger  than  Westinghouse's  ($1.8  bil- 
lion vs.  $700  million)  will  also  experi- 
ence a  large  increase  in  pension  costs 
from  the  $53  million  of  last  year.  GE 
has  a  handy  buffer  in  some  $83  million 
in  excess  dividend  and  investment  in- 
come, plus  in  excess  of  $325  million  in 
unrealized  capital  gains  that  it  is 
steadily  tapping.  Last  year  it  took 
credit  for  $42  million  in  unrealized 
capital  gains  vs.  only  $20  million  the 
year  before.  This  enabled  it  to  get  by 
with  only  a  $2.4-million  increase  in  its 
contributions.  But  GE  may  not  always 
have  these  unrealized   capital   gains. 

Everybody  Does  It 

There  is  nothing  unusual  about 
Westinghouse  increasing  its  earnings 
assumption  or  GE  taking  unrealized 
capital  gains  in  its  pension  calcula- 
tions. Most  big  private  pension  funds 
have  taken  similar  routes  in  the  last 
few  years  to  lessen  the  bite  on  cor- 
porate income:  Seven  of  the  nine  larg- 
est pension  funds  have  increased  their 
actuarial  earnings  assumptions,  most 
of  them  in  1969  and  1970.  Even  con- 
servative du  Pont  decided  earlier  this 
year  to  alter  its  interest  rate  assump- 
tions, which  will  enable  it  to  save 
millions  in  pretax  earnings.  Only 
American  Telephone  &  Telegraph  and 
International    Business   Machines   are 


'These  liabilities  arise  either  because  they  were 
accrued  prior  to  the  inception  date  of  the  plan  or 
because  increased  or  new  benefits  granted  today  affect 
benefits  measured  by  employment  for  prior  periods  as 
well. 


still  standing  pat,  at  3J2%  and  4%. 

Those  companies  that  have  gone 
from  3%  to  4%  or  4.5%  may  still  be  oru 
the  conservative  side,  particularly  if 
their  pension  fund  liabilities  are  fully 
funded  and  no  sharp  benefit  increases 
loom  on  the  horizon.  Unfortunately, 
that  is  not  always  the  case. 

For  example,  last  year  U.S.  Steel's 
$2-billion  pension  fund  changed  its 
pension  calculations  so  that  it  con- 
tributed   $72.6   million    to    the    fund 


One  of  the  UAW's  costliest 
demands,  on  which  they  and 
the  automakers  are  farthest 
apart,  is  for  vastly  increased 
pensions.  Part  of  what  the 
UAW  wants  could  cost  the 
companies  hundreds  of  mil- 
lions more  for  years  to  come. 
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rather  than  some  $95  million,  and  in 
the  process  raised  net  income  by  $14 
million.  But  Big  Steel  still  has  a  $1.3- 
billion  unfunded  past-service  liability 
that  must,  because  of  the  age  and- 
length  of  service  of  its  work  force,-  be 
funded  over  the  next  15  years.  Where 
willjhe  money  come  from?  Ross  Al- 
bright, vice  president  of  administra- 
tion, hopes  it  too  can  come  from  ap- 
-preciation  in  its  $930-million  (cost) 
common  stock  portfolio,  which  today, 
despite  the  market  decline,  is  consid- 
erably in  excess  of  cost.  And  if  that 
should  be  inadequate?  Says  Albright, 
"Let's  hope  not,  but  if  we  don't  have 
it  in  appreciation  we  will  have  to  take 
it  out  of  pocket." 

One  thing  is  sure,  that  big  and  well- 
known  companies  can  get  into  pension 
hot  water  too.  Western  Union's  $330- 
million  past-service  liability  is  equal  to 
over  42%  of  total  assets,  while  New 
York's  Consolidated  Edison,  on  top  of 
its  other  troubles,  is  $170  million  be- 
hind in  serving  its  past  pension  fund 
liabilities.  Or  take  the  case  of  Stude- 
baker,  which  in  1963  had  to  quit  the 
auto  business  or  go  under.  When  it 
chose  the  former,  many  of  the  11,000 
employees  it  laid  off  were  eligible  for 
pensions,  but  many  did  not  get  them 
in  full,  some  not  at  all,  because  the 
company  had  grossly  underfunded  its 
pension  liabilities.  It  is  worth  noting 
that  Chrysler  and  American  Motors 
today  are  in  a  situation  not  totally  un- 
like that  of  Studebaker  a  decade  back, 
in  that  they  have  had  falling  market 
shares  and  sharply  declining  earnings 
—and  mounting  pension  costs. 

Many  of  Chrysler's  140,000  U.S. 
workers,  for  example,  are  entitled  to 
future  pensions,  and  31,000  retired 
employees  actually  received  about  $66 
million  last  year.  The  company  had  to 
pay  in  $114  million  last  year— even 
though  it  cut  its  burden  $5  million  by 
assuming  higher  earnings.  Yet  now  it 
faces  a  UAW  demand  for  a  staggering 
(23%)  rise  in  pension  benefits. 

Another  company  that  could  be 
badly  burdened  with  pension  costs  is 
International  Harvester,  though  it  has 
much  more  ample  reserves  than  the 
two  carmakers.  IH's  pension  fund  is 
currently  carrying  18,000  retired 
workers,  with  another  75,000  eligible 
in  the  U.S.  alone.  Last  year  its  pension 
contribution  was  $57  million,  almost 
equal  to  its  1969  earnings  of  $63  mil- 
lion. Harvester  increased  its  pension 
fund  earnings  assumption  from  4.5%  to 
6%,  which  will  save  it  $15  million  in 
contributions  in  1970.  "It  may  prove 
difficult  to  earn  6%  or  better  consistent- 
ly," says  J.M.  Landon  of  IH's  pension 
fund.  "In  that  case  we  would  have  to 
put  up  the  money  out  of  earnings." 

By  no  means  all  of  the  big  pension 
funds   are  playing   the  postponement 
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game.  AT&T's  enormous  (87-billion) 
pension  system,  to  which  the  company 
made  a  contribution  of  $560  million 
last  year  (a  figure  equal  to  a  fourth 
bf  net  income) ,  is  almost  entirely  fund- 
ed, and  it  assumes  an  ultraconserva- 
tive  3.5J  earnings  rate.  Unfortunately, 
it  is  having  trouble  earning  even  that. 
Last  year,  with  40*?  of  its  assets  in 
equities,  it  earned  barely  3%. 

A  few  companies  have  suddenly  be- 
gun to  find  themselves  overfunded. 
The  big  aerospace  companies  lavishly 
funded  their  pensions  during  the  Fif- 
ties and  mid-Sixties,  but  for  two  years 
tliey  have  been  laying  off  thousands 
of  workers,  many  of  whom  had  no 
vested  pension  rights.  Now  that  their 
pension  reserves  are  becoming  more 
man  adequate  for  their  shrunken  work 
force,  the  companies  are  reducing  their 
pension  contributions,  as  did  North 
American  Rockwell  and  Boeing  last 
year,  or  they  may  consider,  as  in  the 
case  of  Lockheed,  doing  so  next  year 
—and  therein  cushioning  their  re- 
ported earnings  decline. 

New  legislation,  currently  being 
considered  by  the  Senate,  could  re- 
move this  cushion  if  passed.  It  could 
require  companies  to  give  their  em- 
pltnees  vested  rights  to  their  pension 
after  perhaps  ten  years  of  employ- 
ment. Today  many  companies  have  no 
vesting  provisions  before  retirement, 
and  others  vest  only  after  15  to  20 
years'  employment,  so  that  contribu- 
tions made  for  employees  who  leave 
or  are  fired  before  that  time  serve  to 
reduce  the  cost  of  pensions  for  those 
workers  who  remain.  Another  expen- 
sive possibility  would  be  portability 
rights,  perhaps  within  an  industry,  so 
that  an  employee  switching  from,  say, 
Ford  to  General  Motors  would  carry 
his  pension  with  him  without  a  wait- 
ing or  vesting  period. 

Literally  hundreds  of  major  corpo- 
rations have,  like  YVestinghouse,  sub- 
stantial unfunded  pension  liabilities. 
There  is  some  talk  these  days  in  Wash- 
ington of  a  law  requiring  such  liabili- 
■  ties  to  be  fully  funded.  Such  a  law 
could  cost  companies  literally  billions 
of  dollars  out  of  current  earnings. 

The  unions  are  also  beginning  to 
worry  about  whether  the  pension  ben- 


Over  33  million  workers  in 
private  industry  are  covered 
by  pensions— even  football 
players  like  tight  end  John 
Mackey  of  the  Baltimore 
Colts,  who  led  the  players  to 
the  brink  of  an  all-out  strike 
over  the  issue.  But  negotiat- 
ing a  pension  with  a  compa- 
ny isn't  the  same  as  getting 
it,  as  workers  at  Studebaker 
learned.  After  the  company 
shut  its  plant  (below)  just 
before  Christmas  in  1963, 
the  pension  fund  reserves 
proved  grossly  inadequate 
to  live  up  to  the  contract. 


efits  will  actually  be  paid.  They  are 
beginning  to  press  for  insurance  to 
cover  the  pension  obligations  of  a  com- 
pany that  goes  broke.  And  they  are 
lobbying  to  amend  the  bankruptcy 
laws  so  that  pension  obligations  will 
be  treated  like  wages  in  bankruptcy, 
thus  putting  them  ahead  of  other 
creditors  and  stockholders. 

Another  possibility:  There  is  revived 
talk  about  consolidating  private  pen- 
sion plans  with  the  federal  system.  In- 
stead of  a  pension,  the  company  would 
pay  a  much  higher  social  security  tax. 
The  advantage  to  an  employee  would 
be  certainty;  he  would  have  his  rights 
vested  much  more  quickly,  and  he 
could  take  that  pension  with  him 
wherever  he  worked.  Finally  he  would 
be  more  certain  the  pension  would 
be  there  when  he  retires.  Such  a  move 
would  deprive  corporations  of  all  flex- 
ibility in  handling  pension  plans  and 
would,  in  effect,  add  tremendously  to 
their  tax  and  social  security  burdens. 

Does  all  this  sound  alarmist?  Any- 
one who  thinks  so  might  reflect  on 
what  happened  to  International  Har- 
vester's pension  system  more  than  35 
years  ago.  IH's  pension  plan  dated 
back  to  the  early  1900s,  but  it  began 
to  be  funded  only  in  the  1920s.  "In 
the  Thirties,"  says  IH  pension  admin- 
istrator Landon,  "the  fund  had  an  in- 
terest rate  [earnings]  requirement  of 
3.5%,  but  for  a  good  number  of  years 
it  was  able  to  earn  only  3%  or  less.  The 
company  had  to  make  it  up  out  of 
pocket  in  addition  to  regular  contribu- 
tions. It  wasn't  easy  in  times  like  those. 

"It  was  a  new  management,"  Lan- 
don goes  on,  "that  had  to  pay  for  the 
old  one." 

It  couldn't  happen  again,  you  say? 
Well,  they  said  there  couldn't  be  an- 
other stock  market  crash,  but  we  had 
one  this  year.  They  said  big  compa- 
nies couldn't  go  broke,  but  there  was 
the  Penn  Central.  They  said  the  con- 
glomerates were  here  to  stay,  but  look 
what  happened  to  Jimmy  Ling. 

Don't  rule  out  pensions  as  a  major 
source  of  trouble  in  the  years  ahead. 
And  above  all,  don't  forget  to  look  for 
the  footnotes  on  pension  payments 
and  liabilities  when  you  read  com- 
pany annual  reports.   ■ 


Blood,  Sweat. . .  but  No  Miracles 

Otis  Elevator's  Ralph  Welter  is  an  outspoken  man. 
He  frankly  describes  his  company's  problems.  And 
he  promises  no  miracles  in  dealing  with  them. 


It  has  sadly  dawned  on  Americans 
that  many  of  yesteryear's  miraculous 
corporate  turnarounds,  many  of  the 
synergistic  mergers,  were  products  of 
either  imaginative  bookkeeping  or  im- 
aginative public  relations.  In  the  real 
world,  quick  turnarounds  and  prob- 
lems yielding  to  fast  solutions  are  rare. 
Talk  with  the  smart  new  manage- 
ment team  now  heading  Otis  Elevator 
and  you'll  get  a  sense  of  how  ingrown 
and  stubborn  can  be  the  problems 
that  hamper  profitability  in  an  estab- 
lished old  company.  Otis  has  its  trou- 
bles. Its  sales  have  nearly  trebled 
since  1960  (to  a  possible  $670  million 
or  so  this  year)  but  per-share  profits 
are  about  where  they  were  in  1960. 
Ralph  E.  Weller,  president,  and  E.D. 
(Ed)  Hull,  senior  vice  president,  are 
both  Harvard  MBAs  and  both  are  in 
their  40s.  Bright.  Smart.  Alert.  They 
became  the  head  men  at  Otis  in  1968. 


Many  American  businessmen  look 
upon  Japanese  competition  with  re- 
spect verging  in  many  cases  on  fear. 
And  no  wonder.  Japanese  imports 
are  everywhere,  from  the  great 
steel  girders  of  New  York's  rising 
World  Trade  Center  to  the  frisky 
little  automobiles  darting  through 
the  streets  of  American  cities.  More 
and  more  U.S.  manufacturers  are 
fleeing  to  Washington  for  protec- 
tion against  this  Eastern  invasion. 

Not  Otis  Elevator,  which  intro- 
duced elevators  to  Japan  in  1904. 
"They're  not  making  much  prog- 


They  have  been  doing  all  the  right 
things.  Overhauling  the  cost-estimat- 
ing process  and  preaching  the  mes- 
sage that  profits  are  more  important 
than  sales.  Spending  heavily  on  new 
production  facilities.  Going  to  the 
money  market  to  borrow  moderniza- 
tion money— for  a  company  that  has, 
traditionally,  been  almost  debt-free. 

Are  Weller  and  Hull  promising  a 
fast  turnaround?  They  are  not. 

Says  Ralph  Weller:  "We  are  predict- 
ing pretty  much  of  a  plateau  in  busi- 
ness for  the  next  three  or  four  years. 
This  year,  of  course,  our  sales  will  be 
down  from  last  year  for  many  reasons, 
the  fallback  in  New  York  being  the 
biggest.  I  think  the  next  few  years  are 
going  to  be  difficult  for  Otis." 

Doesn't  Otis  have  record  uncom- 
pleted contracts  of  $873  million? 
"Look,  there's  no  magic  formula  about 
backlogs  and  how  much  we're  going 


When  In  Japan .. . 


ress  here,"  says  Otis  chairman 
Ralph  Weller,  commenting  on 
Japanese  competitors  like  Hitachi. 
"Hitachi  is  a  very  strong  elevator 
company  in  the  oriental  market. 
But  they've  been  here  a  while  and 
they  haven't  gotten  very  far.  Why? 
It  takes  so  bloody  many  people  per 
dollar  of  sales  and  a  long,  long  time 
to  build  up  an  organization." 

How  about  the  future?  Japanese 
giants  like  Mitsubishi  and  Hitachi 
are  used  to  thinking  long-term.  "I 
can't  see  it,"  Weller  says.  "There's 
enormous     pent-up     demand     for 


to  make  on  it.  Sure,  it  looks  like  we 
have  a  nice  two-  or  three-year  cycle 
of  sales  to  billing  to  profit,  but  it's  not 
that  simple." 

Why  not?  "Because  we  were  sell- 
ing jobs  at  a  loss,  hoping  to  make 
money  on  the  installation,"  Weller  re- 
plies. "We  weren't  estimating  our 
costs-properly.  In  the  contracting  busi- 
ness, people  go  broke  because  they 
don't  estimate  properly.  They  get  too 
Involved  in  'must'  jobs.  There's  no 
such  thing.  We  lost  money  on  new 
elevator  installations  in  1967  because 
we  were  paying  for  the  sins  of  selling 
at  a  loss  in  1965.  And  there's  still 
some  of  that  in  the  backlog.  The  poor 
performance  of  certain  European 
countries  this  year  is  related  exactly 
to  this— not  estimating  costs  properly." 

And  that  long-awaited  construction 
boom?  "Still  around  the  corner,  isn't 
it?  Look  at  hospitals.  It  costs  them  in 
some  cases  as  much  as  $10  to  $20  a 
bed  per  day  to  build  them  because  of 
the  cost  of  money." 

If  interest  rates  come  back  down 
soon?  "Well,  if  a  recession  is  short  we 
tend  to  ride  over  it,"  Weller  explains. 
"But   if  it's   long,   like   this   one,   we 


high-rise  public  housing  in  Japan. 
Our  projections  for  Japanese  es- 
calator demand  a  few  years  out 
are  jour  times  the  size  of  the  an- 
nual market  in  the  U.S.  Now  they'll 
be  too  busy  doing  that,  to  worry 
too  much  about  building  up  an  or- 
ganization in  the  U.S.  I  have  a  new 
Japanese  plant  coming  on  stream 
shortly.  If  Hitachi  and  Mitsubishi 
want  to  start  playing  games  in  this 
country,  well  then  I  can  start  send- 
ing stuff  over  to  Japan  from 
France,  from  Germany,  from  In- 
dia and  from  South  America." 


Plugging  in  the  Pols 

Some  old-timers  don't  like  it  but  a  con- 
gressional computer  could  tell  every  rep- 
resentative what  he's  really  voting  on. 


In  these  days  of  a  $200-billion-plus 
federal  budget,  the  politicians  who 
make  the  nation's  crucial  spending  de- 
cisions have  found  a  brand-new  man- 
agement tool,  the  computer— quite  a 
revelation  for  a  body  like  the  Senate, 
which  still  makes  up  its  payrolls  by 
hand  and  pays  its  employees  in  cash. 

As  an  initial  move,  the  House  Ad- 
ministration Committee  awarded  a 
$450,000  study  contract  to  eight  data 
processing  outfits   to  determine  how 


much  automation  Congress  needs. 
But  more  money  is  surely  on  the  way. 
Right  now  the  contract  is  mainly  a 
matter  of  prestige,  but  over  five  years, 
a  minimum-sized  system  for  Capitol 
Hill  would  cost  at  least  $20  million. 

More  significant  is  what  EDP  might 
accomplish.  A  congressional  computer 
system  would  give  every  one  of  the 
535  representatives  and  senators  ac- 
cess to  the  tons  of  federal  informa- 
tion that  now  can  be  tapped  easily 


only  by  the  most  senior  committee 
heads.  The  controversial  concept  is 
being  pushed  by,  of  all  people,  Rep- 
resentative Joe  D.  Waggoner  (Dem. 
La.)  who  vows  he  won't  settle  just 
for  automating  the  payroll: 

"Consider  the  information  that 
would  be  available  if  we  could  tap 
the  computer  information  in  the 
Bureau  of  the  Budget,"  says  the  fifth- 
term  legislator.  "This  is  the  great  lev- 
eler."  The  logical  outcome  of  Wag- 
goner's efforts  would  be  a  desk-top 
terminal  in  every  congressman's  office 
where  he  could  dial  up  any  federal 
information  he  wanted. 

So  far,  most  of  the  study-contract 
money  has  gone  to  nonprofit  Stanford 
Research  Institute.  But  software  com- 
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tend  to  pick  up  later  in  the  recovery." 
What  about  the  cost-cutting  moves 
Weller  and  Hull  have  instituted?  Ex- 
pect no  miracles,  Weller  says.  "We 
nave  high  labor  costs  relative  to  the 
sales  dollar.  We're  in  one  of  the  five 
or  ten  worst  industries  around  for 
that,  and  I  suspect  we  always  will  be. 
That's  because  in  the  U.S.  we  must 
assemble  elevators  in  somebody  else's 
shaftway  because  of  the  unions, 
whereas  the  rest  of  the  world  permits 
a  degree  of  prefabrication.  OK.  But 
now  consider:  For  approximately  the 
same  amount  of  volume  and  the  same 
amount  of  profit,  we  work  with  half 
as  many  men  in  the  U.S.— 13,500  em- 
ployees as  against  some  31,500  em- 
ployees. And  our  big  engineering  divi- 
sion monster,  which  costs  us  so  much 
money  and  designs  the  product  for  the 
whole  bloody  world,  is  in  the  U.S. 
If  we  were  just  an  American  company 
and  you  looked  at  us  in  terms  of  em- 
ployee cost  per  sales  dollar,  we'd  be 
tu  ice  as  efficient.  Now,  sure.  We  have 
fat.  Hut  look  at  it  in  perspective.'' 

Otis,  Weller  explains,  gave  its  big 
Yonkers  and  Harrison  facilities  low 
priority  in  capital  spending  in  favor  of 
European  and  foreign  plants  because 
prefabrication  was  only  possible  over- 
seas because  of  U.S.  union  pressure. 
Then  Weller  ticks  oft  the  record  of 
overseas  plant-building  over  the  past 
ten  years:  new  plants  in  England, 
France,  Germany,  Italy,  India,  Argen- 
tina and  Japan;  major  expansion  in 
fiance,  Canada,  Australia,  South  Af- 
rica. Brazil,  to  say  nothing  of  new  fac- 
tories domestically  in  Bloomington, 
Ind.,  Cucamonga,  Calif,  and  London, 
Ohio-  all  at  a  tost  of  $94  million. 

Otis  is  finally  getting  around  to  do- 
ing  something  about  its  aging  U.S. 
plants.  "We're  looking  tor  a  site  for  a 
•S3t)-million  plant  that  will  consolidate 
Yonkers  and  Harrison.  But  it  won't 
solve  all  our  problems.   What  do  we 


"Erector    Sets."    U.S.    union    pressure    forces    Otis    to    assemble    units 
piece    by    piece    on    site,    "like    erector    sets,"    say    Otis    executives. 


make  at  Yonkers?  Components.  It's 
not  an  assembly  line.  No  matter  where 
we're  located,  the  typical  order  still 
will  be  for  two  elevators  and  they  will 
have  to  be  assembled  on  site. 

"I  concede  that  the  situation  at 
Yonkers  is  bad  from  a  production 
point  of  view,  but  let's  not  exaggerate 
the  results." 

Escalator  clauses  that  pass  rising 
labor  and  material  costs  on  to  the  cus- 
tomer are  no  easy  answer  for  Otis' 
profit  problems  either,  as  Weller  sees 
it.  Why?  "Everybody  seems  to  think, 
'Win  the  hell  can't  Otis  have  escala- 
tor clauses  in  its  construction  con- 
tracts?' Well,  the  answer  is  simple.  No 
one  would  buy  on  an  escalator  clause 
in  construction.  Construction  costs  al- 
ways rise,  and  then  the  accountants 
would  take  over  the  business." 

Finally,  he  dismisses  the  idea  of 
major  diversification  as  an  easy  solu- 
tion. "We're  not  interested  in  a  billion 
dollars  in  sales  just  because  it  looks 
good.  We  don't  have  the  skills.  We 
don't  have  that  much  management  we 
can  peel  oft.  What  yve're  looking  for  is 
related  product  areas  but  right  noyv, 
yvith  the  money  market  like  it  is,  yve're 
kind  of  cooling  it." 

Otis,  he  says,  learned  its  lesson  yvith 
the  acquisition  of  the  Baker  forklift 
truck  business  in  the  early  Fifties. 
"We  really  didn't  learn   that   bloody 


business  until  yve  made  up  our  minds 
that  we  yvere  going  to  have  a  com- 
plete line  of  products.  All  the  larger 
companies  with  a  complete  line  of 
trucks  yvere  able  to  get  the  better 
dealers,  and  here  we  were  in  the  red 
for  years  with  one  little  product  line." 

If  none  of  these  "obvious"  solutions 
is  going  to  work,  does  Weller  have  an 
ansyver  to  the  problem  of  stagnant 
earnings  of  Otis  Elevator?  He  does, 
but  it's  neither  quick  nor  easy.  "I'll 
tell  you  yvhat  yve're  doing  at  Otis," 
Weller  says.  "We've  been  preaching  it 
publicly  for  two  years  noyv  and  pri- 
vately for  a  hell  of  a  lot  longer,  except 
no  one  yvas  listening.  The  big  switch 
in  policy  is  that  now  yve  estimate  a 
job  to  make  money  on  it.  Becognize 
yvhat  your  costs  are  and  don't  kid 
yourself  about  them  and  then  make  a 
pricing  decision.  Cut  your  prices  be- 
low costs  and  all  you  create  is  a  loss. 
We  don't  create  elevator  demand  with 
low  prices.  We  don't  sell  elevators  un- 
til somebody  builds  a  building." 

In  short,  Otis  is  going  to  pay  more 
attention  to  making  money  than  to 
building  market  share— yvhich  was  the 
company's  traditional  preoccupation. 
If  Weller  and  Hull  can  get  Otis  off 
dead  center,  they  are  going  to  de- 
serve a  lot  of  credit.  And  if  they  don't, 
at  least  optimistic  promises  aren't  go- 
ing to  come  back  to  haunt  them.   ■ 


'panics  like  Mitre  Corp.,  Computer 
Sciences  Corp.,  General  Computing 
Corp.  and  Scientific  Besources  Corp. 
also  got  small  bits.  If  Waggoner  gets 
more  funds  for  the  project  after  the 
studies  are  completed  in  two  months, 
some  40  other  firms  are  hoping  for  a 
chunk.  And  Congress'  information 
needs  are  so  staggering  that  computer 
help  is  mandatory— if  only  to  keep  tabs 
on  the  12,000  pieces  of  legislation  in- 
troduced annually. 

What  most  excites  congressional 
computer  advocates,  hoyvever,  is  the 
potential  effect  on  the  never-ending 
poyver  struggle  between  the  Execu- 
tive and  Legislative  branches.  "To  a 
large  extent,"  says  Waggoner,  "the 
Legislative  branch  is  spoon-fed  by  the 


Executive  branch."  Direct  access  to 
federal  files  could  overcome  Congress' 
inferiority  feelings. 

If  a  congressman  yvanted  to  knoyv 
what  had  been  spent  on  some  housing 
and  urban  affairs  program,  for  in- 
stance, he  would  simply  dial  the  cor- 
rect code.  Or  a  future  Penn  Central- 
type  debacle  could  be  investigated  by 
Congress  in  light  of  the  insider  trans- 
actions made  by  top  officers— informa- 
tion the  Securities  &  Exchange  Com- 
mission plans  to  program  for  computer 
access.  These,  of  course,  are  only  mi- 
nor examples  when  compared  yvith 
the  Defense  Department  and  its  3,000 
computers  and  its  $77-billion  budget. 

With  all  these  possibilities,  it  is 
somewhat  amazing  that  Congress  isn't 


further  along  computerizing.  The  main 
reasons  are  money  and  the  old  saw 
that  information  is  power.  It's  not  cer- 
tain that  House  or  Senate  leaders— al- 
ready plagued  by  young  mavericks— 
yvould  yvelcome  the  "great  leveler." 
And  in  any  case  the  House  and  the 
Senate  will  probably  end  up  with  sep- 
arate systems;  though  they  have  simi- 
lar needs,  and  the  most  comprehen- 
sive system  is  usually  the  best  buy. 

Fortunately,  there  are  plenty  of 
purely  political  pluses  for  plugging  the 
pols  into  a  computer  netyvork.  Come 
election  time,  Congressmen  can  use 
them  to  compile  mailing  lists,  store 
confidential  information,  analyze  polls. 
With  those  incentives,  money  is  mi- 
raculously beginning  to  materialize.  ■ 
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The  Comeback  Champions 

• 

Since  its  May  lo 

w  the  Dow  Jones  Industrial  A 

verage  i& 

•  up  some 

20%, 

but 

many  Big 

Board  . 

stocks  have 

rebounded  50% 

or  more. 

Here 

< 

are 

55  top  rebounders, 

led  by  the  oils,  finance  and  building  stocks. 

Gain 
From 

Latest 

Price/ 

1970 

Price 

Market 

Earnings 

Earnings 

Indicated 

Price 

Company 

May  26,  1970 

Recent 

Low 

Per  Share 

Ratio 

.      Dividend 

Yield 

Range 

Dow  Jones  Ind.  Average 

631.36 

758.49 

20% 

Amerada  Hess 

20% 

371/4 

82% 

$2.43 

15 

$0.22 

0.6% 

39% -20 

Amfac 

23% 

39% 

65 

2.40 

16 

0.80 

2.0 

50%-231/z 

Aztec  Oil 

9 

14 

56 

0.60 

23 

stock 

- 

14%-  8% 

Baker  Oil  Tools 

13% 

21% 

63 

1.53 

14 

0.65 

3.0 

233/4-13% 

Belco  Petroleum 

101/2 

17% 

70 

2.11 

8 

0.50 

2.8 

34%-10i/4 

Block,  H.  R. 

37% 

60% 

60 

1.17 

52 

0.36 

0.6 

68%-37% 

Brunswick 

Id/4 

16% 

65 

0.86 

20 

0.10 

0.6 

18%-  9% 

Cenco  Instruments 

Wa 

35% 

82 

1.93 

18 

0.30 

0.9 

481/2-16% 

Checker  Motors 

103/4 

27% 

155 

0.26 

- 

none 

- 

291/2-10% 

Comsat 

26 

42% 

65 

1.09 

39 

none 

- 

573/4-25 

Cox  Broadcasting 

103/4 

17% 

59 

1.22 

14 

0.30 

1.8 

24%-10i/4 

Eckerd,  Jack 

I6I/4 

27 

66 

1.08 

25 

0.20 

0.7 

35    -16 

E.  G.  &  G. 

9 

15% 

71 

d0.56 

- 

0.10 

0.7 

231/4-   83/4 

Essex  International 

181/g 

273/4 

53 

2.70 

10 

1.20 

4.3 

363/4-17 

Evans  Products 

231/4 

38 

63 

2.08 

18 

0.60 

1.6 

423/4-231/4 

Fedders 

20% 

32% 

58 

1.55 

21 

0.40 

1.2 

331/2-201/4 

Fischbach  &  Moore 

17% 

273/4 

57 

2.01 

14 

0.80 

2.9 

34%-17% 

Getty  Oil 

381/4 

63i/4 

65 

4.69 

13 

1.06 

1.7 

623/4-36% 

Gibraltar  Financial 

H3/4 

21% 

86 

1.99 

11 

none 

- 

251/4-11% 

Great  Western  Financial 

121/4 

21% 

77 

1.38 

16 

none 

- 

24%-ll% 

Gulf  &  Western  Inds. 

93/4 

17% 

78 

2.38 

7 

0.50 

2.9 

203/4-  9% 

Jonathan  Logan 

321/2 

51% 

58 

3.81 

13 

0.80 

1.6 

57i/2-32i/4 

Kaufman  &  Broad 

23% 

38% 

66 

0.94 

41 

0.20 

0.5 

40y4-22  3/4 

Kerr-McGee 

591/2 

96i/4 

62 

4.46 

22 

1.50 

1.6 

981/4-59 

Leeds  &  Northrup 

15 

251/4 

68 

1.62 

16 

0.50 

2.0 

26    -14% 

Ling-Temco-Vought 

8 

16% 

108 

d5.35 

_ 

none 

_ 

29%-  7% 

Loew's  Theatres 

I6I/2 

291/4 

77 

2.55 

11 

0.13 

0.4 

40%-16i/4 

Lone  Star  Cement 

15 

23% 

59 

1.80 

13 

1.00 

4.2 

25% -15 

Masonite 

24% 

42% 

69 

2.15 

20 

0.72 

1.7 

43    -24% 

Maytag 

20% 

31% 

53 

1.67 

19 

1.10 

3.5 

31%-20y4 

M.C.A. 

121/2 

19% 

57 

0.07 

_ 

0.60 

3.1 

253/4-11% 

McDermott,  J.  Ray 

151/2 

26% 

72 

2.92 

9 

1.00 

3.8 

55    -I51/4 

M.G.M. 

12% 

21 

66 

d4.36 

- 

none 

— 

29%-12% 

Metromedia 

10% 

163/4 

58 

0.58 

29 

0.50 

3.0 

22%-  93/4 

M.G.I.C.  Investment 

33 

54% 

66 

1.64 

33 

0.20 

0.4 

58% -33 

Mohasco  Industries 

151/4 

24% 

60 

1.49 

16 

1.10 

4.5 

301/4-133/4 

Murphy  Oil 

Hi/2 

26 

79 

1.20 

22 

0.60 

2.3 

28%-13% 

Natomas 

14% 

58i/4 

305 

d0.39 

— 

0.25 

0.4 

67%-13% 

No.  American  Coal 

12% 

183/4 

52 

0.66 

28 

0.60 

3.2 

22    -11 

Overnite  Transportation 

17 

isy4 

281/2 
28% 

68 

2.47 

12 

1.00 

3.5 

291/2-163/4 

Pacific  Petroleums 

89 

0.74 

39 

0.25 

0.9 

30    -I51/4 

Pennwalt 

18 

26% 

49 

1.49 

18 

1.20 

4.5 

36%-17% 

Pennzoil  United 

I81/4 

28 

53 

1.93 

15 

0.80 

2.9 

36    -15% 

Redman  Industries 

ll3/4 

223/4 

94 

1.48 

"15 

0.20 

0.9 

37    -IOI/4 

Santa  Fe  International 

13 

28% 

119 

1.88 

15 

0.30 

1.1 

32%-12% 

Skyline  Corp. 

15% 

27 

70 

0.99 

27 

0.16 

0.6 

30%-13% 

Superior  Oil 

94 

153% 

63 

3.53 

43 

1.40 

0.9 

151    -91 

Supermarkets  General 

16 

26 

63 

1.66 

16 

0.40 

1.5 

30    -16 

Telex  Corp. 

H3/4 

18 

53 

0.83 

22 

none 

_ 

25%-  9% 

Texas  Eastern  Transmission 

221/2 

23% 

35 

56 

2.56 

14 

1.40 

4.0 

35i/2-22y8 

Union  Oil  Calif. 

35% 

50 

3.46 

10 

1.60 

4.5 

393/4-23% 

Wesco  Financial 

12 

21  y4 

77 

1.84 

12 

stock 

_ 

C8%-12 

White  Consolidated  Inds. 

914 

143/4 

55 

2.69 

5 

0.40 

2.7 

22%-  8 

Williams  Brothers 

16 

27% 

74 

3.28 

8 

none 

29%-15% 

Zale  Corp. 

20 

311/4 

56 

1.91 

16 

0.64 

2.0 

44%-19% 

d  Deficit. 
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There's  a  way  to  fulfill  this  American  Dream. 


When  quality  falls,  voices  rise. 
These  complaints  are  not  caused  by 
failures  of  technology.  But  by  failures  of 
humanity.  By  people's  attitudes. 

Suppose  you  were  told  that  hospital 
personnel  are  permitted  to  drop 
one-tenth  of  one  percent  of  all  babies. 
Or  that  you  must  tolerate  at  least 
two  mistakes  a  year  in  your  monthly 
bank  statement. 

Acceptable?  Not  likely. 

Yet  people  still  say  "nobody's 
perfect,"  and  allow  themselves  a  certain 
percentage  of  error  at  work. 

This  attitude  must  be  overcome. 
And  we  believe  ifs  humanly  possible. 

Doing  it  right,  every  time 

We  have  a  planned  program  for 
preventing  defects. 


It  starts*  at  their  source.  With  people. 

People  must  be  encouraged  to 
develop,  voluntarily,  a  personal 
commitment  to  doing  the  job  right 
the  first  time,  every  time. To  develop  a 
"zero  defects"  attitude. One  that 
rejects  a  standard  of  doing  it  right 
most  of  the  time. 

The  cost  of  quality 

Our  people  now  know  that  quality 
means  conformance  to  standards. 
All  the  time.  And  they  must  measure 
results  by  their  lack  of  conformance. 

This  lack  of  conformance  is  what  we 
call  the  Cost  of  Quality,  the  additional 
expense  of  re-work,  scrap,  repair, 
warranty,  inspection  and  test,  on  which 
many  companies  spend  10  to  15 
percent  of  their  sales  dollar. 


ITT  and  you 

Our  commitment  to  a  "zero  defects" 
attitude  means  a  fine  return  on 
investment— for  you.  We  up  the  quality 
but  hold  down  costs.  By  making 
or  providing  it  for  less,  we  can  sell 
it  for  less. 

Attaining  the  goal  of  "zero  defects" 
may  be  the  great  American  Dream.  But 
it's  not  an  impossible  dream.  And 
we're  working  to  make  our  products 
and  services  the  standard  for  quality, 
worldwide. 

Internacional  Telephone  and 
Telegraph  Corporation,  320  Park  Avenue, 
New  York,  N.Y.  10022. 

We've  spent  the  last  fifty  years  getting 
ready  for  the  next. 


Fiftieth 

Anniversary 

1970 


ITT 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


' 


$  • 
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Blindfold  your  secretary 

and  find  out  if  the 

towels  you're  using 

are  as  soft  as 

Fort  Howard's. 


The  softer  the  towel,  the  better 
the  quality.  Today  all  quality 
towels  have  good  absorbency 
and  wet  strength.  The 
difference  between  good 
quality  towels  and  top  quality 
towels  is  softness. 

Softness  is  a  personal 
thing.  There  are  laboratory 
tests  to  tell  you  which  is 
the  softer  towel. 
_^  But  laboratories  don't  use 

fhjfa     KF\%      towels,  people  do.  And  they 

^f     ^^  use  softer  towels  longer. 
»  W  ^flul  So  they  use  less. 

And  when  it  comes  to  softness  our  Palmer*  Handi- 


fold*  towel  is  the  softest  C-fold  towel  you  can  buy. 
Test  it  yourself.  Blindfold  your  secretary.  Then 
give  her  a  Palmer*  Handifold*  towel  and 
one  of  the  towels  you're  now  using. 
Ask  her  to  rub  them  between  her 
fingers  and  tell  you  which  one's 
softer.  She'll  probably  choose  the 
Fort  Howard  towel. 
Need  a  blindfold?  Write  us  on 
your  business  letterhead  and  we'll 
send  one  of  our  men  over  with  a 
"Softness  is  a  Personal  Thing"  test  kit. 
It  contains  a  blindfold  and  a  sample  of 
Palmer®  Handifold*  towels.  Everything 
you  need  to  make  the  test. 
Except  the  secretary. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  ¥ 


If  you  don't  want  to  publicize  the 
details  of  your  business  Switzerland 
is  a  splendid  place  to  incorporate. 
Nestle  is  a  name  known  all  over  the 
world,  but  Nestle  Alimentana  S.A.  js 
a  Swiss  corporation,  headquartered 
in  Vevey,  near  Geneva.  The  world, 
therefore,  knows  almost  nothing  about 
Nestle  except  that  it  makes  choco- 
late, baby  foods  and  Nescafe. 

There  are  two  widespread  impres- 
'  sions  about  Nestle,  neither  of  them 
accurate.  The  one  prevalent  in  the 
U.S.  is  that  Nestle  is  a  nice  little 
candy  company  with  some  profitable 
sidelines.  The  other,  prevalent  in  Eu- 
rope, is  that  it  is  a  powerful  and 
mysterious  corporate  octopus  whose 
tentacles  reach  throughout  the  world. 

In  fact,  Nestle  is  neither  a  mysteri- 
ous octopus  nor  a  nice  little  candy 
company.  It  is  a  very  big  food  com- 
pany with  worldwide  sales  of  some 
$2  billion,  but  it  is  very  far  from  su- 
perhuman; it  does  extremely  well  in 
some  lines,  extremely  poorly  in  others. 

Worldwide,  Nestle  is  No.  Three  in 
packaged  foods,  ranking  behind  Uni- 
lever and  Kraftco  and  a  shade  ahead 
of  General  Foods,  but  well  ahead  of 
H.J.  Heinz,  Standard  Brands,  Bor- 
den or  Campbell  Soup.  In  addi- 
tion to  the  well-known  Nestle  and 
Nescafe  names,  the  company  is  rep- 
resented on  U.S.  grocery  shelves  by 
such  well-known  names  as  Crosse  & 
Blackwell,  Maggi  and  Libby,  McNeill 
&  Libby.  Last  year  its  sales  in  the  U.S. 
came  to  about  $720  million.  Nestle 
owns  some  200  factories  in  39  coun- 
tries. It  has  close  to  $1  billion  in  capi- 
tal, most  of  it  equity  capital  since 
Nestle  is  almost  debt-free.  Nestle's  op- 
erating margin  was  5.3%— not  as  good 
as  General  Foods'  7%  or  Campbell's 
5.7%,  but  better  than  Hershey's  3.8% 
and  Kraftco's  2.9%. 

Nestle  also  has  80,000  stockholders. 
They  have  little  reason  to  be  hap- 
py. Nestle  stock  has  never  been 
back  to  the  highs  it  reached  in  1961 
and  1962.  Since  then  it  has  rarely  sold 
at  more  than  ten  times  earnings,  and  in 
the  current  bear  market  it  has  been 
selling  at  seven  to  eight  times  earn- 
ings, an  unprecedented  low  for  a  com- 
pany of  Nestle's  character.  And  the 
yield  at  last  dividend  was  2%  and  2.8%, 
depending  on  class.  Moreover,  the 
bulk  of  its  stockholders  have  had  little 
opportunity  to  know  much  of  what 
was  happening.  Nestle's  management 
issues  a  bare  minimum  of  financial  in- 
formation and  flatly  refuses  to  be  in- 
terviewed by  the  press.  "This,"  says 
a  Swiss  banker,  "is  just  a  boring  stock." 

Why  does  Nestle  so  stubbornly  hide 
its  light  under  a  barrel?  "This  discre- 
tion must  be  strictly  observed  by  a 
business  whose  head  office  is  situated 
in  a  country  which  plays  only  a  mod- 


est  part  in  the  over-all  activities  of  the 
business."  So  declared  Max  Petitpierre, 
a  former  Swiss  head  of  state,  and,  un- 
til 1969,  chairman  of  Nestle.  The  an- 
i  cient  Swiss  penchant  for  secrecy  per- 
meates the  company. 

The  problem,  as  Nestle  apparently 
sees  it,  is  that  corporate  visibility 
would  be  bad.  Only  about  2.5?  of  its 
business  is  done  in  Switzerland,  and 
elsewhere  the  consumers  tend  to  think 
of  Nestle  as  a  local  company.  Nestle's 
management  prefers  it  that  way. 

Defiantly  Swiss 

Inside  the  company,  Nestle  makes 
much  of  the  fact  that  it  is  an  interna- 
tional company.  The  present  manag- 
ing director  (i.e.,  chief  operating  of- 
ficer) is  a  Frenchman,  Pierre  Liotard- 
Yogt.  Head  of  U.S.  operations  is  C.J. 
Gogniat,  a  Swiss.  The  Ixxird  of  direc- 
tors includes  Reginald  Worth,  an  Eng- 
lishman. Until  last  year,  Enrico  Bi- 
gnami,  an  Italian,  was  one  of  the  two 
vice  chairmen.  But  control  is  Swiss. 
Defiantly  so.  A  decade  ago,  apparent- 
ly worried  about  foreign  buying  of  its 
stock,  management  split  the  stock  in 
two  classes.  The  registered  shares, 
two-thirds  of  the  total  outstanding, 
may  be  held  only  by  Swiss  citizens; 
these  shares  have  two-thirds  of  the 
voting  power.  The  bearer  shares,  rep- 
resenting one-third  of  the  stock,  may 
be  held  anywhere,  but  have  only  one- 
third  of  the  votes.  Thus  Sw  iss  control 
is  assured.  But  the  Swiss  stockholders 
sufler:  With  a  limited  market,  the 
Swiss  shares  recently  sold  for  36%  less 
than  the  foreign  shares,  though  each 
got  the  same  dividend 

The  love  of  secrecy,  this  unwilling- 
ness to  dilute  the  Swiss  control,  also, 
apparently,  accounts  for  Nestle's  re- 
luctance to  borrow  for  its  expansion 
programs.  As  a  result,  dividend  pay- 
out has  been  limited  to  around  40V  ol 
earnings,  which  is  low  for  a  major 
food  company. 

Until  last  year,  Nestle  did  not  even 
issue  a  consolidated  earnings  report. 
Finally,  after  complaints  from  stock- 
holders, it  published  the  consolidated 
earnings  lor  1967  through  1969.  This, 
Petitpierre  grandly  explained,  was 
done  as  a  "lasting  solution  to  the  in- 
formation problem."  This  is  not  the 
entire  story,  however.  By  publishing 
consolidated  figures,  Nestle  may  well 
have  made  its  long-range  earnings 
gains  look  better  than  they  had  pre- 
viously seemed. 

Nestle  does  not  supply  annual  re- 
ports—such as  they  are— to  people 
who  do  not  five  in  a  country  where  the 
stock  is  traded,  which  means  people 
who  do  not  live  in  Switzerland  or 
France.  That's  of  little  import,  be- 
cause the  report  is  about  as  informa- 
tive as  a  phonograph  without  a  record. 
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Secrecy  naturally  breeds  curiosity. 
Forbes  has  spent  months  trying  to 
discover  what  Nestle  may  have  been 
hiding.  We  have  talked  with  security 
analysts,  bankers  and  competitors.  The 
picture  that  has  emerged  is  not  all 
black,  not  all  white. 

Nestle  is  organized  in  a  peculiar 
way.  Nestle  Alimentana  S.A.  is  a  hold- 
ing corporation.  When  an  investor 
buys  a  share  of  Nestle  Alimentana,  he 
also  gets  a  share  in  another  holding 
company,  Unilac,  Inc.,  which  is  based 
in  Panama.  Nestle  Alimentana  and 
Unilac  take  earnings  as  they  choose 
from  their  respective  subsidiaries.  Un- 
til last  year,  all  that  Nestle  sharehold- 
ers were  told  about  the  group's  earn- 
ings was  how  much  Nestle  Alimentana 
and  Unilac  had  drawn  oft. 

In  1967,  this  figure  amounted  to 
$38  million. 

The  report  issued  by  Nestle  last 
year  shows  that  consolidated  earnings 
after  taxes  in  1968  were  $94  million, 
up  21.6%  over  1967.  The  report  also 
says  that  1967  profits  were  hurt  by  the 
devaluation  of  the  pound.  Yet,  in 
1967  Nestle  Alimentana  and  Unilac 
together  reported  a  rise  in  earnings  of 
23.7%  over  1966.  Part  of  this  increase 
was  simply  the  result  of  drawing  off 
more  from  the  subsidiaries,  of  capital 
gains  and  of  apparent  bookkeeping 
transactions.  Some  of  the  gain  was  due 
to  the  fact,  too,  that  1966  was  a  bad 
year.  Nestle  had  good  reason  not  to 
reveal  consolidated  earnings  figures 
before  1967. 

The  key  to  what  happened— and 
what  is  happening  now— can  be  found 
in  the  varying  fortunes  of  Nestle's  sub- 
sidiaries. Nestle  does  not  issue  the 
sales  figures  of  its  product  groups,  let 
alone  the  earnings  they  provide.  What 
foljows  necessarily  are  estimates,  but 
Fohbes  believes  that  they  are  reason- 
ably accurate. 

Nestle  has  four  principal  product 
groups:  milk  products;  chocolate,  co- 
coa and  confectionary  products;  in- 
stant drinks;  and  culinary  products 
(seasonings,  condiments,  prepared 
foods).  In  the  late  Fifties,  milk  and 
chocolates  were  easily  the  main  part 
of  the  business,  providing  two-thirds 
of  Nestle's  revenues,  milk  products 
alone  providing  nearly  half.  They  ob- 
viously were  not  growth  markets, 
however,   and   Nestle   expanded   into 


In  The  Open.  While  Forbes  found 
much  of  Nestle  cloaked  in  secrecy, 
its  34%-owned  U.S.  affiliate,  Lib- 
by,  McNeill  &  Libby,  must  operate 
in  full  public  view.  Right  now, 
that  view  is  of  large  losses  and 
much  management  reshuffling  to 
try  to  eliminate  them  (see  story^. 
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Tasty  Business.  Sales  of  Nescafe  instant  coffee,  Nestle's  biggest  success, 
have  more  than  doubled  in  ten  years.  Profits  have  been  enhanced  by  Bra- 
zilian coffee  bean  contracts  guaranteeing  prices  below  world  market  levels. 


instant  drinks,  such  as  Nescafe,  and 
into  frozen  foods. 

The  instant-drink  business  has  been 
a  great  success,  to  the  point  where  it 
now  provides  an  estimated  40%  of 
earnings.  Nestle  is  the  established 
leader  in  the  European  instant-coffee 
market.  In  the  U.S.,  the  biggest  con- 
sumer of  coffee  in  the  world,  Nestle 
lags  behind  General  Foods,  but  Nes- 
tle now  has  a  respectable  16.5%  of 
the  market,  having  made  a  2.5-point 
gain  last  year. 

So  much  for  the  success  story.  The 
other  product  groups  have  not  done 
nearly  so  well. 

The  milk  and  chocolate  groups  have 
grown  only  slowly.  It  has  taken  over 
ten  years  for  either  to  increase  sales 
by  50%.  And  the  fact  that  both  are  in 
markets  with  a  limited  potential  is 
just  part  of  the  story.  Nestle's  com- 
petitors say  that  it  was  slow  to  under- 
stand the  potential  that  did  exist. 
And  they  have  some  facts  to  prove 
this  contention. 

Nestle  has  always  been  strong  in 
slab  chocolates— the  famous  Nestle 
bar.  When  the  demand  switched  to 
other  types  of  chocolates,  however 
(candy  bars  with  a  chocolate  coating, 
for  example),  Nestle  did  not  make  the 
switch.  The  result  was  a  serious  loss  of 
market  share.  Nestle  still  has  an  esti- 
mated 10%  in  the  U.S.,  but  in  the 
United  Kingdom,  where  it  once  was 
among  the  leaders,  its  share  has  dwin- 
dled to  5%.  In  Germany,  Sarotti,  a 
Nestle  subsidiary,  is  now  running  be- 
hind  even   its   Swiss   competitor,   Su- 
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chard/Tobler,  despite  the  fact  that 
Suchard/Tobler's  chocolates  are  more 
expensive.  In  chocolates,  Nestle's  op- 
erating margin  started  going  down 
even  before  its  market  share  did;  it 
was  only  3%  in  1968.  Last  year  not 
only  its  market  share  but  also  its  sales 
were  down. 

Culinary  products  have  been  an- 
other disappointment.  This  is  also  true 
of  frozen-food  products.  The  result: 
While  Nestle's  over-all  profit  margin 
on  sales  was  4.8%  in  1968,  the  margin 
on  instant  drinks  was  6.3%,  but  culi- 
nary products  yielded  only  3.9%. 

The  sluggishness  of  the  culinary 
products  group  dramatizes  a  serious 
Nestle  shortcoming.  The  company  ex- 
panded into  culinary  products  by 
making  acquisitions,  but  it  appears  to 
have  made  them,  as  one  competitor 
puts  it,  "on  a  hunch."  In  all  too  many 
cases,  Nestle  hasn't  been  able  to  cure 
what  ails  them.  They  have  boosted 
sales  while  draining  earnings. 

In  1960,  for  example,  Nestle  paid 
$24  million  for  Crosse  &  Blackwell. 
It  was  an  old,  established  soup,  pre- 
serve and  fish-canning  firm.  A  vener- 
able name.  Unfortunately,  it  had  seen 
its  best  days.  It  was  in  the  red  when 
Nestle  bought  it.  Since  then,  Nestle 
has  kept  pouring  money  into  the  com- 
pany, year  in,  year  out.  Sales  have 
risen  to  nearly  $50  million.  And  it's 
still  in  the  red. 

In  1963  Nestle  was  the  leading 
partner  in  a  European  group  that 
bought  a  36%  controlling  stake  in  Lib- 
by,  McNeill  &  Libby.  In  the  years  just 
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before  Nestle  bought  in,  Libby  was 
making  a  miserable  2.5%  to  3%  return 
on  its  stockholders'  equity.  Last  year, 
after  seven  years  of  effective  Nestle 
control,  it  was  in  the  red. 

Nestle's  most  unfortunate  acquisi- 
tion was  Findus,  a  frozen-food  com- 
pany that  it  bought  from  the  Scan- 
dinavian Marabou  food  group  in 
1962.  Nestle  must  have  had  great 
hopes  for  Findus.  It  was  a  solid  com- 
pany in  a  growing  market,  profitable 
but  not  sensational.  And  it  was  grow- 
ing along  with  the  market.  All  it 
seemed  to  need  was  capital  for  ex- 
pansion. Marabou  apparently  sold  it 
only  because  the  company  lacked  the 
necessary  capital. 

Nestle  got  nowhere  with  Findus.  It 
proved  incapable  of  competing  with 
Unilever,  whose  ultrasophisticated 
management  and  marketing  made  it 
a  byword  in  the  European  food  in- 
dustry. Nestle  managed  to  remain  a 
market  leader  in  Scandinavia,  but 
elsewhere  Unilever  simply  pushed  it 
aside.  Nestle  paid  $32  million  for  Fin- 
dus. It  has  since  run  up  losses  esti- 
mated at  $50  million.  Findus  is  respon- 
sible for  almost  $150  million  in  sales 
—and  a  raging  sea  of  red  ink. 

In  the  U.K.,  Unilever  now  has  two- 
thirds  of  the  frozen-food  business. 
Nestle  had  to  go  into  a  partnership 
with  two  small  competitors,  J.  Lyons 
and  Union  International,  just  to  stay 
in  the  running  with  20%.  The  name 
remains  Findus,  but  Nestle  now  owns 
only  50%  of  the  enterprise. 

On  the  Continent,  things  have  gone 
even  worse  for  Nestle.  Early  this  year, 
it  concluded  an  agreement  with  Uni- 
lever that  provided  for  joint  market- 
ing of  its  frozen  foods  and  ice  creams 
in  Germany,  Italy  and  Austria.  Uni- 
lever has  75%  of  the  combine;  Nestle 


has  been  reduced  to  having  a  junior 
position  in  a  major  part  of  the  Eu- 
ropean food  market. 

Nestle  appears  to  have  learned  a 
few  lessons  from  its  experience.  Among 
other  things,  it  recently  set  up  a  spe- 
cial acquisitions  division;  hereafter, 
perhaps  it  will  look  twice  before  it 
buys.  In  addition,  it  has  taken  steps 
not  to  repeat  in  milk  products  the  mis- 
take it  made  in  chocolate.  It  has  be- 
gun to  look  for  new  ways  to  sell  milk- 
as  cheese,  as  yogurt,  as  fruit-flavored 
milk  drinks.  It  also  is  going  into  min- 
eral waters,  now  that  pollution  seems 
to  be  creating  a  growth  market  for 
them.  Mineral  waters  would  seem  to 
be  a  natural  complement  to  Nestle's 
milk  products. 

Again,  it  has  been  diversifying 
through  acquisitions,  but  these  may 
be  sounder  than  its  past  ones.  In 
France  it  has  acquired  a  leading  bot- 
tler of  water  and  has  been  seeking 
others.  It  has  formed  a  joint  venture 
with  the  famed  Wagon-Lits,  the  com- 
pany that  operates  Europe's  railway 
sleeping  cars;  the  joint  venture  owns 
restaurants  throughout  Europe.  Clear- 
ly Nestle  feels  the  eating-away-from- 
home  market  in  Europe  has  strong 
possibilities.  There  are  also  indica- 
tions that  Nestle  has  been  looking  at 
the  mass  market  for  branded  wines— 
though  perhaps  with  some  trepidation 
over  mixing  milk  and  water  with  al- 
coholic beverages. 

Whether  management  will  con- 
clude that  its  policies  of  secrecy  and 
of  Swiss  provincialism  are,  in  the  long 
run,  harmful  to  its  stockholders  re- 
mains to  be  seen.  Perhaps,  as  the  need 
for  expansion  capital  grows,  Nestle 
headquarters  may  decide  that  it  might 
be  wise  to  put  on  a  better  show  for 
investors.  ■ 


Input/Output.  Swiss-based  Nestle  gets  many  of  the  raw  materials  for  its 
food  products  from  developing  nations,  such  as  coffee  beans  from  Latin 
America  and  cocoa  seeds  from  Nigeria  (shown  drying  below).  Many  of  these 
same  nations  are  also  emerging  growth  markets  for  some  of  its  high-protein 
foods  and  other  end-products  aimed  at  curbing  malnutrition.  At  the  same 
time,  Nestle's  dietary  foods,  especially  those  for  infant  feeding,  are  finding 
large   markets   in   the   richer   nations,    in    addition   to   its   candy   and   coffee. 


Steve  Roman's  Waiting  Game 

After  more  than  a  decade  of  triumphs,  Canada's  Steve  Roman  has  his  troubles. 


Stephen  Boleslav  Roman,  chairman 
of  Toronto's  Denison  Mines  Ltd.,  runs 
the  world's  largest  uranium  mine  at 
Elliot  Lake,  Ontario.  Like  the  rest  of 
the  uranium  industry,  Denison  is  in 
trouble.  The  Canadian  government's 
stockpile  program  ended  in  June,  and 
rising  commercial  demand  has  failed 
to  take  up  the  slack.  The  reason  for 
this  is  that  most  of  the  nuclear  re- 
actors ordered  in  the  mid-  and  late 
Sixties  are  coining  in  two  and  three 
years  behind  schedule. 

Ever  since  uranium  demand  peaked 
out  in  1959,  Roman,  a  hard-driving, 
self-made  multimillionaire,  has  moved 


heaven  and  earth  to  develop  other 
sources  of  income.  He  made  an  un- 
successful bid  for  control  of  Peru's 
vast  Sechura  phosphate  deposit.  He 
spent  $2.5  million  on  a  nonferrous- 
metals  deposit  in  Maine,  only  to  moth- 
ball it  for  lack  of  adequate  prices.  He 
bought  control  of  outfits  like  General 
Baking  (now  General  Host)  and  Can- 
ada Cement,  only  to  get  out— at  a 
good  profit— when  he  found  that  their 
potentials  were  less  bright  than  they 
had  seemed. 

Partly  by  accident,  then,  and  partly 
by  design,  Denison  came  to  depend 
on  investment  income,  including  capi- 

Maverick  in  the  Promised  Land 


tal  gains,  to  offset  the  declining  trend 
in  its  uranium  profits.  This  year  such 
profits  virtually  vanished,  and  in  the 
first  half  Denison  revalued  its  invest- 
ment portfolio  to  reflect  the  decline  in 
the  market  and  charged  the  differ- 
ence, which  was  $16.5  million,  to  re- 
tained earnings. 

To  be  sure,  Denison  has  had  its  tri- 
umphs outside  uranium.  It  acquired  a 
controlling  (55%)  interest  in  Lake  On- 
tario Cement.  It  established  a  success- 
ful though  small  oil  and  gas  operation. 
It  has  built  up  major  positions  in  com- 
panies like  International  Mining  (5%), 
and  Pacific  Tin   (36%).  It  began  ex- 


"To  understand  how  I  operate," 
Steve  Roman  says  in  the  leaden 
Slovak  accent  that  intermittently  in- 
terrupts his  otherwise  impeccable 
Canadian  speech,  "you  must  under- 
stand my  philosophy.  Which  is 
farmer's  philosophy.  You  look  for 
the  soundness  of  the  company.  I 
don't  say  we're  good  managers,  but 
we  can  raise  enough  heck  to  do 
something  about  management." 

A  squat,  powerful-looking  man 
with  a  farmer's  stance  and  style,  a 
charming  and  irascible  man  given 
to  grey  pinstripe  suits,  two-toned 
matching  shirts  and  a  splash  of  pink 
in  the  tie,  Steve  Roman  at  49  is  one 
of  the  Horatio  Alger  legends  of 
Canada's  postwar  mining  boom. 
Roman  came  to  Canada  in  1937 
looking  for  adventure  after  less  than 
a  year  at  an  agricultural  college  in 
Czechoslovakia.  He  worked  first  as 
a  farmer  and  later  in  a  munitions 
plant,  went  into  the  army  and 
wound  up  after  the  war  editing  a 
Slovakian  language  newspaper  in 
Oshawa,  Ontario  and  moonlighting 
for  a  local  brokerage  firm. 

"I  realized  if  I'm  going  to  be  a 
Slovak  newspaper  man,"  he  says, 
"I'd  just  be  poor  for  the  rest  of  my 
life."  So  in  1942  he  sank  2,000 
hard-earned  dollars  into  the  stock 
market  and  lost  his  shirt.  Undis- 
couraged,  he  went  on  to  organize  a 
e  to  dabble  in  oil  and  gas, 
and  wound  up  a  million  ore  before 
ars  old. 

In  the  early  Fifties,  Roman  gut  a 

cha iome  mining  claims 

in  the  \  icinity  of  Rio  Algom's  fabu- 
lous Elliol  '•■•'■  uranium  discovery. 
He  paid  $30.1)00  foi  them  and  sold 
them   to  North  Denison   Mines— a 


copper-nickel  outfit  he  had  bought 
control  of  earlier— for  1  million 
shares.  "I  was  informed  that  the 
property  was  not  worth  investing 
$30,000  in,  but  I  didn't  believe  it. 
It  was  simple  farmer's  logic,"  he 
says.  "A  big  property  to  the  north 
was  already  drilled  out;   the  ore- 


body  dipped  to  the  south,  and  judg- 
ing from  the  geology  the  ore  de- 
posit could  have  repeated  itself." 
It  could  and  did.  Denison  turned 
out  to  have  the  biggest  uranium 
mine  in  history,  and  before  the  Fif- 
ties ended  Roman's  million  shares 
were  worth  over   $16  million.   So 


Roman  of  Denison 
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I  ploring  in  Canada,  the  U.S.  and  South 
America,  and  in  1970  turned  up  sub- 
stantial amounts  of  coal,  including  100 
million  tons  of  good  coking  coal— what 
Roman  calls  "the  most  exciting  new 
part  of  our  business  at  present." 

But  uranium  is  the  heart  of  Ro- 
man's empire,  and  he  is  bitter  about 
his  government's  policy  in  respect  to 
uranium.  In  the  mid-Sixties  he  worked 
out  a  deal  to  sell  100  million  pounds 
of  uranium  to  France  for  upward  of 
SI  billion.  The  Canadian  government 
scuttled  it,  and  the  rebuff  still  rankles. 
With  the  French  contract  in  hand, 
Roman  says,  Denison  would  be  op- 
erating at  full  capacity  instead  of  the 
current  one-third.  At  the  moment, 
Denison  is  living  off  one  Japanese  con- 
tract and  has  a  second  scheduled  to 
start  in  1974.  But  that's  not  enough  to 
sustain  a  profit,  and  unless  the  govern- 


ment resumes  stockpiling,  Roman  says 
he  will  close  the  mine. 

The  Canadian  government  inter- 
vened in  yet  another  Denison  deal. 
Last  March  Roman  worked  out  a  sale 
of  Denison's  control  to  Hudson's  Bay 
Oil  &  Gas,  a  66%-owned  affiliate  of  the 
U.S.'  big  Continental  Oil  Co.  "With 
their  joint  resources,"  Roman  says, 
"Denison  and  Hudson's  Bay  could  easi- 
ly have  carried  the  Elliot  Lake  mine 
for  two  or  three  years."  The  Canadi- 
an government  said  no,  the  mine  must 
remain  Canadian. 

For  now,  Roman  appears  to  be 
playing  a  waiting  game,  threatening 
to  close  the  mine  in  the  hope  of  get- 
ting his  merger,  new  stockpile  orders 
or  both.  But  at  this  point,  nobody— 
possibly  not  even  Steve  Roman  him- 
self—really knows  whether  he's  bluff- 
ing or  not.   ■ 


far  the  mine  has  produced  51  mil- 
lion pounds  of  uranium,  earned 
over  $133  million  for  its  stockhold- 
ers; and  there  is  still  over  300  mil- 
lion pounds  of  uranium  in  the 
ground  worth,  even  at  today's  low 
prices,  more  than  $2  billion.  "I  tell 
you  how  to  make  lots  of  money," 
Steve  Roman  says.  "You  buy  into  a 
company  nobody  else  wants." 

Once  the  Denison  uranium  ore- 
lx)dy  was  discovered,  Roman's  ad- 
visers urged  him  to  sell  out.  "  'Too 
much  work,'  they  told  me,  'too  many 
headaches,'  and  believe  me,  they 
were  right."  Roman  got  plenty  of 
offers,  including  a  number  from  Rio 
Tinto  Zinc,  which  controls  Rio  Al- 
gom,  Canada's  second-largest  ura- 
nium producer.  But  RTZ  wouldn't 
pay  Steve  Roman's  price.  "You're  a 
fanner,  Steve,"  he  recalls  an  RTZ 
director.  Roy  Wright,  telling  him. 
"You  don't  know  how  to  bring 
the  mine  into  production,  so  we'll 
get  it  eventually  anyway."  "I  made 
up  my  mind  then  and  there  that 
we'd  bring  it  into  production,"  Ro- 
man says,  "and  we  did— faster  than 
anybody  else,  and  the  cheapest,  and 
the  best.  So  you  ask  me  why?  I 
Wanted  to  prove  a  point." 

By  style,  by  temperament,  almost 
by  choice,  Roman  remains  some- 
thing of  a  maverick  in  Canada's 
Anglo-Saxon  business  community, 
one  of  the  clubbiest  and  stuffiest  on 
earth.  A  political  conservative,  at 
least  by  U.S.  standards,  a  warm 
personal  friend  of  President  Nixon, 
he  is  inclined  to  interpret  events  in 
the  apocalyptic  terms  of  collectiv- 
ism vs.  individuality,  Communism 
vs.  Christianity.  He  is  a  warm  and 
friendly  man,  but  also  abrupt  and 


prickly,  with  the  posture  of  the  un- 
derdog. Indeed,  he  blames  Deni- 
son's continuing  troubles  with  the 
Canadian  government  primarily  on 
prejudice.  "That's  a  fact,"  he  says. 
"I'm  not  a  diplomat,  and  I'm  not 
satisfied   unless   I   say   the   truth." 

Roman  won't  talk  about  the  size 
of  his  personal  fortune,  only  part  of 
which  is  in  uranium.  But  even  in 
the  current  market  slump,  his  direct 
holdings  in  Denison  (12.5%)  and  in 
Roman  Corp.  (over  50%)  which 
controls  25%  of  Denison,  are  worth 
around  $20  million,  vs.  $80  million 
only  three  years  ago.  Which  is  one 
reason  the  Hudson's  Bay  sale  would 
be  attractive.  For  the  1.6  million 
shares  held  by  Roman  Corp.  and 
by  Steve  Roman  and  his  family, 
Hudson's  Bay  has  offered  $51.1 
million  in  cash,  $42.9  million  in 
notes  due  in  1971,  and  $10  million 
in  convertible  Hudson's  Bay  stock. 

What  Roman  would  do  with  that 
much  cash  is  anyone's  guess.  He  ad- 
mits his  ambition  is  to  make  Roman 
Corp.  a  major  Canadian  company, 
mainly  in  natural  resources.  But 
first,  he  says,  he  would  rest  a  while. 
"My  father  was  a  farmer,"  he  says, 
"a  few  pigs,  few  cows,  few  chick- 
ens"; and  Steve  Roman  still  likes  to 
think  of  himself  as  a  farmer.  He  has 
a  1,200-acre  farm  outside  of  To- 
ronto where  he's  raising  four  sons, 
three  daughters,  and  some  of  the 
best  Holsteins  in  North  America. 
"One  who  decides  to  work  a  little 
bit  harder  than  the  next  person," 
he  says  in  his  best  farmer's  manner, 
"he  always  gets  just  a  little  bit  more 
than  the  next  person.  If  he  gets 
lucky,  that  helps  too.  That's  all 
there  is  to  it." 


r\  regal  char 


mawuSiSmmm 


those  who  cherish 
elegance  and  service. 

The  Westgate  Plaza  Hotel  is  the 
most  lavish  hotel  built  in  the 
twentieth  century.  Antiques  and 
custom-crafted  furniture  grace  its 
twenty  floors  of  luxury.  It  is  in  the 
heart  of  downtown  San  Diego 
across  the  street  from  the  civic 
theatre  and  convention  center,  yet 
only  10  minutes  from  the  airport. 
Cuisine  and  service  are  without 
peer. 

If  you're  not  planning  a  trip  to 
San  Diego  soon,  then  maybe  you 
should.  The  Westgate  Plaza  is 
reason  enough.  Rates  from  $26. 

A    Luxury  suites  with 
Xwffi  personal  butler  service 
V_  w  and  ocean  view. 

Westgate  fflaza  UTotel 

1055  Second  Avenue     San  Diego  92101 
(714)   232-5011 

Instant  toll  free  reservations  (800)  228-9290 
or  phone  your  travel  agent 


A  Property  of  Westgate-California  Corporation 
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J&B  Rare  Scotch.  It  only  costs  a  few  cents  more. 


86  Prool  Blended  Scotch  Whisky.  The  Poddinglon  Corporation,  NY.,  NY.  10020 


Railroad,  Anyone? 

Unable  to  sell  the  Chicago  &  North 
Western  Railway,  Ben  Heine- 
man  would  almost  give  it  away. 

To  chicagoans,  Northwest  Industries 
President  Ben  W.  Heineman  was  the 
man  who  made  the  commuter  trains 
run  on  time.  To  Wall  Streeters,  he  was 
Jthe  outsider  (a  lawyer  by  trade)  who 
was  going  to  show  the  railroad  indus- 
try how  to  run  a  railroad.  After  15 
years  of  trying  to  turn  the  Chicago  & 
North  Western  Railway  around,  Heine- 
man  has  given  up;  having  used  it  as 
a  nucleus  for  his  conglomerate  hold- 
ing company  (chemicals,  steel,  ap- 
parel), he  found  the  nucleus  becom- 
ing a  millstone.  After  failing  to  sell  or 
merge  the  railroad,  he  hit  upon  an- 
other ploy:  "Sell"  it  to  the  employees. 

Since  the  employees  obviously  don't 
have  the  money  to  pick  up  a  $734- 
million  piece  of  property,  he  would 
make  it  very  easy  for  them.  The  ask- 
ing price:  $30  million  worth  of  long- 
term  bonds.  Since  existing— and  senior 
—North  Western  railroad  bonds  sell  at 
huge  discounts,  Heineman  was  in  ef- 
fect offering,  for  the  equivalent  of 
maybe  $15  million,  a  property  whose 
stockholders'  equity  alone  runs  close 
to  $400  million. 

Why  virtually  give  it  away?  Sev- 
eral very  good  reasons.  For  one  thing, 
the  railroad's  crushing  ($360-million) 
debt  load  burdens  the  parent  North- 
west Industries'  balance  sheet. 

Perhaps  even  more  important  is  the 
railroad's  tax  situation.  Under  railroad 
tax  rules,  capital  losses  are  equivalent 
to  operating  losses.  The  proposed  sale 
of  the  railroad's  assets  would  thus  cre- 
ate a  huge  tax  credit  for  Northwest 
Industries,  perhaps  as  high  as  $225 
million.  The  huge  new  tax  shelter 
would  enable  Northwest  to  make  new 
acquisitions  on  a  very  favorable  basis. 

Will  the  ploy  work?  That  remains 
to  be  seen.  The  purchasing  employees 
now  consist  of  just  railroad  President 
Larry  Provo  and  Legal  Vice  President 
Richard  Freeman.  Heineman  says 
there  will  be  others:  "We've  got  un- 
ion support  for  this." 

There  are  several  big  "howevers," 
however.  Both  the  bondholders  and 
the  Interstate  Commerce  Commission 
may  object  to  seeing  the  railroad  lose 
one  of  its  biggest  assets,  the  tax-loss 
potential. 

And  then  there  is  the  matter  of 
working  capital.  Northwest  Industries 
right  now  is  in  a  deficit  working  capi- 
tal position.  Where  can  the  em- 
ployees get  the  working  capital  to 
keep  the  railroad  running? 

The  Chicago  &  North  Western  Rail- 
way may  be  difficult  to  give  away.  ■ 
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On  paper,  he  was  indestructible. 


.Vothing  can  happen  to  a  giant.  But 
something  did. 

And  nothing  can  happen  to  your  company. 
But  something  might. 

The  difference  could  be  insurance 
with  CNA. 

Our  excess  coverages  offer  you  property 
ant!  casualty  protection  that  starts  where 
primary  coverages  stop. 

Protection  not  so  much  against  the  things 
that  can  hurt  you,  as  against  the  disasters  that 
can  kill  you. 

CNA  is  able  to  write  this  coverage  for 
one  reason.  We're  good  at  it. 

We  should  be;  we've  been  doing  it  a  long 
time.  Recognizing,  analyzing 
and  rating  unusual  risks. 


M : 


We've  had  experience 
writing  both  business  umbrella 
policies  and  large  excess  manuscript  policies 
for  a  company's  specific  needs. 

We'd  like  to  do  it  for  yours. 

Contact  your  C.\'A  agent.  Or  write  to  us. 
Ask  about  excess  coverage. 

Because  some  things  can't  happen  in  a 
million  years. 

Until  they  do. 

Have  it  your  way 

*■  CA/fK  /insurance 


■W 


*  C/\/A  /insurance 


DEPT  18WZ.  310  S  MICHIGAN  AVE    CHICAGO.  ILL.  60604 

CONTINENTAL  CASUALTY  COMPANY 

AMERICAN  CASUALTY  COMPANY 

NATIONAL  FIRE  INSURANCE  COMPANY  OF  HARTFORD 

TRANSCONTINENTAL  INSURANCE  COMPANY 

TRANSPORTATION  INSURANCE  COMPANY 

VALLEY  FORGE  INSURANCE  COMPANY 

VALLEY  FORGE  LIFE  INSURANCE  COMPANY 

CNA  INVESTOR  SERVICES.  INCORPORATED. 


a''CA/A  enterprise 


Sears  Roebuck 

Mobil 
First  National  City  Bank 
The  Travelers  Insurance 

Companies 

American  Airlines 

Holiday  Inns  of  America 

and  Woolworth 

We're  out  to  get  you! 
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We  want  your  business. 

Yours  and  companies  like  yours 
where  communications  are  a 
complex  and  significant  part  of 
the  cost  of  doing  business. 

We  think  we  have  something 
to  offer  you  — communications 
efficiency  and  economy  — to  make 
reading  this  worthwhile. 
United  Business 
Communications  didn't  just 
wander  into  the  communications 
business.  Nor  did  we  discover  an 
end-of-t he-rainbow,  get-rich- 
quick,  pot  of  gold  created  by 
recent  regulatory  changes. 

Although  we  only  opened  our 
doors  for  business  in  January. 
1970.  United  Business 
Communications  was  actually 
born  two  years  earlier.   I  hat's 
when  we  set  out  to  build  an  alert, 
fast  moving  organization  offering 
our  customers  total  capability 
from  one  single  source. 

Behind  us  is  our  parent 
corporation.  United  Utilities. 
Incorporated,  a  billion  dollar 
plus  corporation  whose  properties 
are  almost  entirely 
communications  oriented,  and 
who  operate  the  nation's  third 
largest  telephone  system. 

Our  people  — a  select, 
painstakingly  handpicked  group  — 
have  a  remarkable  background 
in  design  and  application  of  voice 
and  data  communications  systems. 

Supporting  UBC  are 
communication  equipment 
.manufacturers  that  date  back 
more  than  80  years. 

North  Electric,  one  of  the 
nation's  original  manufacturers  of 
telecommunications  equipment, 
supplies  our  customers  with  an 
advanced  line  of  quality  PBX 
systems. 


Expanding  our  PBX  line  is-     ' 
Fujitsu,  a  major  Japanese 
manufacturer  known  the  world 
over  for  its  communication 
equipment. 

Rixon  Electronics  supplies  data 
transmission  expertise  and 
equipment  like  data  sets  and 
multiplexers.- 

Rounding  out  our  manufacturing 
family  is  GDI,  Inc..  supplying 
computer  and  terminal  peripheral 
equipment  including  card  readers, 
card  punches  and  card 
transmitters. 

Total  communications  in  one 
company,  UBC. 

With  sales  and  service  offices 
in  principal  U.S.  cities, 
Canada  and  Europe. 

Backed-up  by  in-depth  systems 
and  application  engineering 
support. 

And  expert  installation,  training 
and  service. 

At  UBC,  in  putting  everything 
together,  we  took  one  more 
important  step,  we  offer  you  the 
choice  of  purchase,  rental  or 
lease  plans. 

Today,  UBC  makes  it  possible 
for  you  to  take  maximum  • 
advantage  of  the  most 
sophisticated,  commercially 
available  data  and  voice 
communications  equipment; 
interconnect  with  the  nation's 
telephone  system;  and  benefit 
from  the  utmost  economy  and 
efficiency  in  your  communications 
system. 

Now  you  know  a  little  about  us. 

If  you'd  like  to  know  more, 
please  write.  We  might  just  help 
you  solve  a  voice  or  data 
communication  problem. 

At  the  very  least,  we'll  be 
squared  away  on  this  point. 

You'll  know  why  we're  out  to 
get  you. 


[IOB 


United 
Business 
Communications, 
Inc. 

Today's  fast  moving  communications 
need  a  total  communications  company. 

A  subsidiary  of 

United  Utilities.  Incorporated. 

6405  Metcalf  Ave., 

Shawnee  Mission,  Kansas  66202 

Telephone  (913)  362-5300 

Sales  and  Service  offices  in:  Boston  /  Balti- 
more /  Chicago  /  Dallas  /  Houston  /  Kansas 
City  /  Los  Angeles  /  Miami  /  New  Haven  / 
Pittsburgh  /  San  Francisco  /  Washington  / 
Toronto,  Canada  /  London.  England  /  and 
other  principal  cities. 
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The  Money  Men 


Opportunity  of  a  Lifetime? 


About  as  euphoric  a  view  of  the 
stock  market  as  we've  heard  recent- 
ly emerged  from  an  interview  with 
Beryl  W.  Sprinkel.  A  short  man 
fighting  the  battle  of  the  bulge, 
Sprinkel,  47,  is  senior  vice  presi- 
dent of  Chicago's  Harris  Trust  & 
Savings  Bank.  By  euphoric,  we 
don't  mean  that  Sprinkel  thinks  ev- 
erybody's going  to  get  rich  fast.  But 
he  does  think  that  from  here  on  the 
market's  trend  is  going  to  be  up- 
wards, gently  upwards,  and  that 
the  kind  of  wild  speculation  that 
nearly  killed  us  all  over  the  past 
few  years  is  unlikely  to  be  repeated. 

Maybe  one  reason  Sprinkel  has 
such  a  rosy  view  is  that  the  Fed- 
eral Beserve  Board  is  following  pol- 
icies he  approves.  You  see,  Sprin- 
kel is  an  economist  as  well  as  a 
money  manager.  As  a  member  of 
the  bank's  senior  trust  investment 
committee,  he  helps  oversee  the 
$4.5  billion  in  trust  accounts  man- 
aged by  Harris  Trust.  As  an  econo- 
mist he  has  been  a  consultant  to 
Congress  and  the  Fed  and  is  a  dis- 
ciple in  good  standing  of  Milton 
Friedman's  "Chicago  School." 

Simplified,  the  Chicago  School 
says  that  the  economy  ebbs  and 
flows  as  the  Fed  increases,  or  de- 
creases, the  nation's  money  supply. 
Sprinkel  has  developed  a  cor- 
ollary: that  the  stock  market  pretty 
much  does  the  same  thing;  it  goes 
down  when  money  is  hard  to  get;  it 
goes  up  when  there  is  plenty  of 
money  around.  In  short,  he  cares 
less  about  earnings  trends,  price/ 
earnings  ratios  and  such  than  he 
cares  about  the  money  supply. 

Says  Sprinkel:  "When  liquidity 
is  squeezed  by  the  Federal  Be- 
serve, individuals  tend  to  convert 
stocks  to  cash."  Not  necessarily  be- 
cause they're  pessimistic,  but  be- 
cause they  need  the  money.  Same 
thing  in  reverse  when  the  Fed 
pumps  money  into  the  banking  sys- 
tem. People  tend  to  buy  stocks,  not 
necessarily  because  they're  more 
optimistic,  but  simply  because 
they've  got  more  money  available. 

But  we  said  Sprinkel  isn't  just 
bullish    but    almost    lyrical.    Why? 

"My  hunch  is,  we  are  entering 
a  new  period.  The  Fed  is  saying  it 
wants  to  reduce  the  volatility  of 
money,  instead  of  gusting  from  no 
growth  to  8%  and  back  again  as  it 
has  done  in  recent   years.   It  has 


managed  to  accomplish  this,  too, 
in  spite  of  interruptions  like  Cam- 
bodia and  Penn  Central.  So,  I  am 
reasonably  confident  we  are  enter- 
ing an  era  of  reasonably  stable 
monetary  growth,  say,  at  a  mod- 
erate pace  of  4%  a  year.  At  that  4% 
rate  of  growth  it  will  be  impossible 
to  get  serious  inflation." 

Sprinkel  regards  "serious  infla- 
tion" as  bad  for  the  stock  market, 
and  with  inflation  under  control 
and  the  economy  still  growing, 
Sprinkel  expects  the  stock  market 
to  resume  its  own  growth— a 
growth  that  stopped  in  a  long- 
range  sense  when  inflation  began 
getting  out  of  control  in  1966. 

Take  it  easy,  though.  Sprinkel 
explains  that  he  doesn't  expect  a 
resumption  of  a  roaring  bull  mar- 
ket. He  expects  to  see  the  Dow 
Jones  industrials  at  around  800  by 
early  next  year— about  6%  higher 
than  at  recent  prices.  But  he  defi- 
nitely feels  that  the  bear  market 
is  over,  and  that  prices  should  con- 
tinue to  rise  past  800.  So,  perhaps 
in  a  few  years'  time  the  DJI  will 
get   back   to   1000.    (Bemember?) 

Of  course,  this  kind  of  market 
isn't  necessarily  good  for  stock  bro- 
kers, who  thrive  on  big  volume 
and  boiling  markets,  or  for  go-go 
money  men.  The  money  supply  will 
be  growing  steadily,  not  erratically. 
"One  of  the  reasons  for  a  high  de- 
gree of  speculation  is  a  high  de- 
gree of  liquidity.  Bestrain  liquidity 
and  you  restrain  speculative  trad- 
ing. At  least  I'm  hoping  so." 

Being  a  sensible  man,  Sprinkel 
leaves  himself  a  few  outs.  Obvi- 
ously, a  major  new  war  could  up- 
set his  timetable.  "You  still  will  get 
shocks  from  the  outside,"  Sprinkel 
says.  He  has  studied  the  relations 
of  stock  markets  and  money  supply 
going  back  for  30  years.  He  has 
found  only  one  time  when  the  two 
didn't  move  together.  That  was  in 
1939  when  the  money  supply  was 
expanding.  But  the  market  col- 
lapsed. Sprinkel,  however,  has  a 
darned  good  excuse  for  this  failure: 
Hitler  chose  that  time  to  go  ber- 
serk. Not  even  a  monetarist  thinks 
that  the  money  supply  is  any  match 
for  Hitler. 

Such  cataclysms  aside,  Sprinkel 
feels  that  extremes  of  emotion,  ex- 
tremes of  hope  and  fear,  tend  to 
cancel  each  other  out,  and  money 


Sprinkel  of  Harris  Trust  &  Savings 


supply  remains  the  strongest  long- 
term  factor. 

For  example,  he  concedes  he 
didn't  expect  the  market  to  col- 
lapse completely  this  year.  He  did 
expect  it  to  go  down  because  of 
tight  money,  however,  and  he  spec- 
ulates that  the  invasion  of  Cambo- 
dia was  the  emotional  shock  that 
turned  a  retreat  into  a  rout.  But 
here  again  he  feels  vindicated  be- 
cause the  stock  market,  the  emo- 
tional shock  past,  has  recovered 
most  of  the  loss  and  seems  to  be 
rising  moderately  along  with  the 
money  supply. 

As  you  can  see  from  this  inter- 
view, Beryl  Sprinkel  isn't  a  man 
given  to  extravagant  statements. 
He  measures  his  words.  But  to- 
ward the  end  of  the  interview,  he 
got  almost  carried  away  by  his  vi- 
sion of  a  carefully  modulated  mon- 
ey supply  fueling  a  gentlemanly 
rise  in  the  stock  market.  "With 
price/ earnings  ratios  now  in  the 
12-to-13  range,  with  real  potential 
existing  for  economic  growth,  with 
less  volatility  in  the  money  supply, 
with  less  inflation,  stock  market 
prospects  seem  good  to  me." 

Not  merely  good,  Sprinkel  add- 
ed after  a  pause:  "The  opportunity 
for  the  investor  is  one  of  the  best 
in  my  lifetime." 
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Did  you  see  FORTUNE'S  report 
on  our  growth  record? 


The  500  Largest  Industrial  Corporations  (ra 

nked  by 

sales) 

NET  INCOME  AS  PERCENT  OF 

EARNINGS  PER 

SHARE 

RANK 

COMPANY 

SALES 

INVESTED  CAPITAL 

GROWTH  RATE  1959-69 

69 

68 

% 

'69 

68 

% 

'69 

'68 

'69($) 

'68($) 

'59($) 

% 

RANK 

451 

419 

Green  Giant22 

2.7 

397 

358 

7.9 

399 

311 

1.71 

2.20 

105 

5.00 

287 

452 

429 

Commonwealth  Oil  Refining 

11.3 

25 

59 

16.7 

70 

118 

1.73 

1.36$ 

0.76** 

8.57 

180 

453 

* 

Skyline43 

48 

238 

40.9 

1 

2.30 

1  20 

N.A. 

— , 

454 

448 

Reichhold  Chemicals 

4.0 

303 

318 

9.1 

351 

371 

1.09 

1.12 

0.77** 

3.54 

334 

455 

481 

St.  Joseph  Lead 

209 

2 

5 

234 

12 

47 

436 

293 

0.70 

20.07 

36 

456 

• 

Hyster" 

5.3 

190 

12.1 

211 

3.47 

3.10 

0.55 

20.23 

34 

457 

• 

American  Hoist  &  Derrick" 

2.2 

429 

6.2 

440 

101 

126 

0.82 

2.1 1 

364 

458 

428 

Cooper  Industries 

4.8 

234 

118 

10.4 

293 

75 

2.47 

3.89 

1.76 

3.45 

335 

459 

461 

Trans  Union" 

102 

37 

32 

12.9 

179 

193 

2.04 

1  94 

0.74 

10.67 

130 

460 

472 

Hanna  Mining 

14.1 

9 

9 

11.9 

216 

239 

2.83 

2.65 

0.90 

12.14 

104 

Return  on  Sales 


Some  people  were  surprised  to  discover  that 
among  FORTUNE'S  500  we  ranked  36th  in  earn- 
ings per  share  growth  over  the  past  10  years. 
And  the  fact  that  in  1969  we  were  number  2  in 
return  on  sales,  was  a  bit  of  a  jolt  too.  D  Speak 
ing  of  growth,  we  outgrew  our  old  name,  "The  St. 
Joseph  Lead  Co",  long  ago.  This  year,  as  you  can 
see  below,  we  did  something  about  it.  D  As  the 
nation's  largest  producer  of  both  lead  and  zinc, 
a  major  producer  of  zinc  oxide  and  diversified 
into  iron  oxide,  iron  ore  pellets,  agricultural  lime- 
stone, cadmium,  copper  concentrates,  mercury, 
sulphuric  acid  and  silver- our  new  name  fits  us 
better.  D  Write  for  a  copy  of  our  latest  annual 
and  quarterly  reports. 


The  Ten  Highest 

^k  SALES  RANK 

^k    Texas  Gulf  Sulphur 380 25.7% 

A  St.  Joseph  Lead 455 20.9 

^W    Searle  (G.D.) 493 17.4 

^V      Freeport  Sulphur  ., 462 16.3 

"        Kennecott  Copper ..Ill 15.8 

Merck   . 174 15.6 

Eh  Lilly..- 205 15.5 

Eastman  Kodak   27 14.6 

Hanna  Mining 460 14.1 

Polaroid 229,     .    ..13  8 


SXJOE 

MINERALS  CORPORATION. 
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250  Park  Avenue.  New  York,  New  York  10017,  Tel.  (212)  986-7474 
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The  American  Express 
Money  Card. 

Now  you  can  use  it  to  clean  your  engine. 

You  can  use  it  to  charge  the  price  of       with  Mobil  Detergent  Gasoline. 


a  new  battery. 

Or  have  an  old  battery  recharged. 

Buy  tires,  replace  spark  plugs,  or 
change  an  oil  filter. 


But  best  of  all,  it  will  fill  your  tank       cover  America. 


The  American  Express  Card,  the 
New  Money,  is  accepted  at  more  than 
25,000  Mobil  stations. 

Visit  your  Mobil  dealer  as  you  dis- 


NHR 


NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,  President 
Chattanooga,  Tennessee  37402 


OIL  AND   GAS   DIVISION 

Minerals  ownership,  exploration  and  development. 

WHELAND   FOUNDRY   DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 


The  Money  Men 


"Yesterday's  Heroes" 

"Leo,  come  over  here  and  answer 
some  of  the  questions." 

"I  can't,  Stan,  I'm  busy  packing 
up.  You're  doing  fine." 

That  bit  of  dialogue  took  place 
last  month  in  the  offices  of  the  now- 
dissolved  private  investment  part- 
nership, Mt.  Vernon  Associates,  as 
security  analyst  Leo  Goldner  pre- 
pared to  join  Devon  Securities  as 
head  of  institutional  research  and 
Stanley  Fingerhut  rejoined  Oppen- 
lieimer  &  Co.  as  a  customer's  man. 

The  two  were  typical  of  young 
gunslingers  (Goldner  was  35,  Fin- 
gerhut 32)  who  started  up  pri- 
vate investment  partnerships,  often 
called  hedge  funds.  As  Fingerhut 
sadly  says,  "We're  two  of  those  gla- 
mour boys,  yesterday's  heroes  and 
today's  bums." 

They  were  heroes  when  the  per- 
formance cultists  claimed  that  few 
mutual  funds  had  any  good  gun- 
slingers left  because  hedge  funds 
had  attracted  the  best  money  man- 
agers. After  all,  in  an  up  year, 
hedge  fund  managers  took  a  share 
of  the  net  profits,  up  to  20%,  as 
partners.  A  managing  partner  often 
raked  in  six  figures  in  a  single  year. 


Leo  Goldner 
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Stanley  Fingerhut 


But  when  the  bear  market  came, 
the  widely  heralded  ability  of  hedge 
funds  to  hedge  by  going  short 
turned  out  for  most  to  be  a  myth. 
Many  got  stuck  with  unmarketable 
letter  stock  and  other  hot  issues 
that  collapsed,  while  they  shorted 
blue  chips,  which  held  up  better 
than  their  speculative  issues. 

Result:  There  were  no  profits  for 
the  partners  to  divide  up.  After  a 
rich  1968,  it  was  poverty  all  the 
way.  Fingerhut  complains:  "For 
two  years,  I  made  absolutely  noth- 
ing. In  fact,  I  was  drawing  on  my 
original  investment  just  to  live."  He 
and  his  partners  not  only  found 
themselves  battered  by  the  market 
decline;  they  were  also  each  con- 
tributing 5%  of  their  investment  to 
cover  office   space   and   overhead. 

Initial  investors  had  some  fat 
years.  But,  says  Fingerhut,  "I  felt 
real  bad  about  the  last  four. 
[There  were  26  in  toto.]  They  nev- 
er had  the  advantage  of  1968's 
profits  and  ended  up  stuck." 

Anyhow,  Fingerhut  and  Goldner 
still  have  their  clippings:  They  were 
two  of  the  young  men  featured  in 
Martin  Mayer's  1969  "year  book" 
( heavy  paper,  replete  with  glamour 
photos,  Maemillan  Co.,  $10)  enti- 
tled The  New  Breed.  But,  they  will 
wince  when  they  reread:  "We're 
ancient  around  here.  We've  been 
through  '59,  '62,  '66."  They  didn't 
quite  make  it  through  1969-70.  ■ 


This  is  the" Melia  Castilla 
Madrid  Spain 

The  new  convention, 
business  and  pleasure 
center  of  Europe!! 


„„„..>twii>»fff#f  f  iff 


Europe's  largest  -  Madrid's  latest  -  Spain's  most  luxurious 
hotel  for  business  and  pleasure  -  the  ideal  Convention 
and  Conference  Centre. 

The  "Melia  Castilla"... 

The  only  hotel  in  Spain,  especially  built  and 
equipped  for  conventions,  conferences,  company 
or  association  meetings. 

Melia 

The  "City"  within  a  City 

Reservations  available  through  all  leading  travel  agents  in  your  country. 
Or:  Utell  International  -  Essex  House  -  New  York,  N.  Y.  10019  -  Tel:  212 
Plaza  72981.  Or  write  to:  Manuel  Coronado,  V.  P.  Marketing,  Melia  Hotels 
(Melia  Building),  25  Princesa  St.,  Madrid-8,  Spain.  Tel:  2485800,  Telex:  27333. 


Ccxtillc 


FORBES,  OCTOBER  1,  1970 


37 


"We  Know  Where  We're  Going" 

Houston  Natural  Gas  may  have  come  a  long  way  from  its  orig- 
inal natural  gas  business,  but  not  quite  so  far  as  it  seems. 


Looking  at  the  record,  you  might 
imagine  the  Houston  Natural  Gas 
Corp.  had  for  several  years  been  con- 
verting itself  into  some  sort  of  quasi- 
conglomerate— though  by  no  means  in 
the  likeness  of,  say,  Gulf  &  Western, 
whose  co-founder,  John  H.  Duncan, 
has  been  a  member  of  Houston  Nat- 
ural's 11-man  board  of  directors  since 
1968.  But  Houston's  astute  and  elo- 
quent President  Robert  R.  Herring, 
49,  will  assure  you  that  you're  dead 
wrong.  "We  think  we  know  where 
we're  going,"  he  says. 


It  is  true  that  Houston  has  been 
energetically  expanding  its  basic  oil 
and  gas  business  over  the  past  few 
years— building  a  new  pipeline  out  of 
West  Texas  into  Houston,  acquiring 
a  Texas  oil  and  gas  exploration  com- 
pany, a  Louisiana  gas-transmission 
outfit.  At  the  same  time,  however,  it 
has  moved  into  uranium  exploration 
via  a  partnership  with  Ranchers  Ex- 
ploration and  with  Combustion  En- 
gineering; into  industrial  gases  by  ac- 
quiring Liquid  Carbonic;  into  copper 
through  its  yet-to-be-completed  ac- 
quisition of  Banner  Mining.  A  far  cry 
from  natural  gas?  Admittedly.  But, 
Bob  Herring  argues  that  these  excur- 
sions are  not  really  departures;  they're 
simply  extensions  of  the  basic  business 
of  Houston  Natural  Gas. 

FPC-Free 

Certainly,  among  U.S.  gas  pipeline 
companies,  Houston  has  had  less  need 
to  diversify  than  most.  For  one  thing, 
the  Texas  Gulf  Coast  is  one  of  the 
fastest-growing  U.S.  energy  markets, 
and  HNG  serves  almost  all  of  it.  HNG 
has  even  been  able  to  enlarge  its  gas 
reserves  substantially,  and  is  now 
building  a  500-mile  pipeline  to  meet 
the  soaring  needs  of  its  territory. 

More  important,  as  an  intrastate 
pipeliner,  Houston  is  free  of  the  re- 
strictive Federal  Power  Commission 
regulation  that  has  sent  the  profits  of 
interstate  companies  into  a  long-term 
decline.  Since  1965  its  return  on  equi- 
ty has  averaged  better  than  15%,  while 
its  earnings  have  grown  more  than  70% 
-or  11.3%  annually-to  $16.2  million 
on  a  173%  increase  in  sales— to  $201 
million.  And  Herring  expects  earnings 
to  keep  on  growing  by  maybe  15% 
annually.  "On  average,"  he  empha- 
sizes. "We  can't  do  that  every  year." 

HNG's  special  circumstances  aside, 
Herring  sees  no  end  to  the  mounting 
gas  shortage  in  prospect,  and  that's 
why  HNG  went  after  Liquid  Carbonic 
To  meet  the  enormous  demand  for 
gas,  Herring  argues,  the  U.S.  will  have 
to  turn  to  the  gasification  of  coal,  and 
do  so  before  the  decade  is  out. 

HNG  lacked  the  resources  to  ac- 
quire coal  lands  for  the  future  as  the 
big  oil  companies  are  doing.  But  Her- 
ring figured  that  coal  gasification 
would  require  vast  amounts  of  oxy- 
gen and  produce  carbon  dioxide  as  a 
by-product.  And  when  a  government 
order  forced  General  Dynamics  to  di- 
vest itself  of  its  Liquid  Carbonic 
carbon  dioxide  and  industrial  gas  divi- 
sion, HNG  leaped  at  the  chance  to 
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buy.  The  price:   $36.8  million  worth 
of  convertible  preferred. 

Gasification  wasn't  the  only  attrac- 
tion. Two  of  Liquid  Carbonic's  most 
promising  products— hydrogen  and 
carbon  monoxide— use  natural  gas  as 
their  raw  material. 

Two  Birds,  One  Sfone 

At  the  same  time,  the  capital  re- 
quirements of  HNG's  new  $75-million 
pipeline  (left)  threatened  to  create 
considerable  strains  in  a  company  with 
a  total  capitalization  of  $308  million 
and  a  60-40  debt-equity  ratio.  "Growth 
should  not  exceed  the  limits  of  a  com- 
pany's own  earnings  and  debt  struc- 
ture," Herring  says.  "We  were  spend- 
ing so  heavily  to  beef  up  our  gas 
supply  for  the  future  that  we  could 
have  been  faced  with  having  to  go  to 
the  public  with  some  equity  to  keep 
our  debt  ratios  down." 

So  Herring  has  worked  out  an  al- 
ternative to  equity  financing.  He  plans 
to  trade  $179  million  worth  of  HNG 
convertible  preferred  for  100%  owner- 
ship of  Tucson's  Banner  Mining  Co. 
Among  other  things,  Banner  owns  ex- 
tensive mining  properties  in  Pima 
County,  Ariz,  that  are  under  lease  to 
the  Anaconda  Co.  Eventually,  Ana- 
conda plans  to  invest  more  than  $450 
million  in  Banner's  properties;  it  has  al- 
ready spent  $200  million  of  that  to  de- 
velop a  huge  copper-molybdenum  de- 
posit at  Twin  Buttes,  Ariz. 

In  its  first  full  year  of  operation, 
Twin  Buttes  will  produce  close  to 
$100  million  worth  of  copper  plus 
smaller  amounts  of  molybdenum,  and 
Banner  is  entitled  to  55%  of  the  profits 
therefrom.  Just  what  this  will  come 
to  is  unclear  at  this  point;  but  at  cur- 
rent price  and  capacity  levels,  Herring 
talks  of  $40  million-$45  million  cash 
flow  annually,  apart  from  the  doubling 
of  Twin  Buttes'  capacity  or  the  devel- 
opment of  a  second  mine,  both  of 
which  Herring  expects  by  1973. 

"Besides  giving  us  additional  equi- 
ty," he  says,  "Banner  will  increase  our 
cash  flow  to  the  point  where  we  can 
move  into  the  synthetic  fuel  area, 
move  heavily  into  the  drilling  area  and 
meet  our  obligations  to  both  our  cus- 
tomers and  our  stockholders  without 
running  to  the  money  market  every 
time  we  turn  around."  And  he  adds, 
with  the  conviction  of  one  who  knows 
precisely  where  he  is  going,  "Any  time 
I  can  put  huge  amounts  of  natural  re- 
sources value  behind  this  company 
and  do  it  attractively  for  the  stock- 
holders, why,  I'm  for  it."  ■ 
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The  Market  Makers 
At  One  New&kPlaza  Also  Help 
Finance  Corporate  Growth. 


January-June  1970:  Six  months  that  few  corporate  financial  officers  are 
likely  to  Forget.  Especially,  if  the)  were  seeking  to  raise  growth  capital. 

Yet,  during  those  six  months,  Salomon  Brothers  managed  or  co- 
managed  67  public  offerings  totaling  $3.3  billion.*  Of  these,  15  were 
negotiated  underwritings  totaling  $1.7  billion. 

During  the  same  period,  Salomon  Brothers  arranged  24  private  place- 
ments that  totaled  .$255  million. 

Every  year  since  1965,  Salomon  Brothers  has  been  among  the  first 
five  investment  banking  firms  in  dollar  volume  of  managed  or  co- 
managed  corporate  underwritings.  In  three  of  the  past  four  years  it  has 
been  first  in  managing  or  co-managing  competitive  bid  offerings. 

The  firm's  capital  position  and  net  worth  have  never  been  higher 
than  they  are  today.  And  the  firm  stands  ready  to  help  soundly  managed 
companies  with  their  financial  planning,  debt  or  equity  issues,  private 
placements,  lease  financing,  venture  capital  requirements,  merger  or 
acquisition  programs. 

If  your  company  is  seeking  help  with  its  growth  financing,  call  or 
write  Dan  Sargent,  partner  in  charge  of  Corporate  Finance  at  Salomon 
Brothers.  He  has  a  staff  of  specialists  to  help  him  help  you. 

New  York:  (212)  717-7023.  Chicago:  (312)  236-9020. 

'Including  three  U.  S.  Agency  issues. 


Salomon  Brothers 


Members  New  York  Stock  Exchange.  Offices :  Atlanta,  Boston,  Chicago,  Cleveland,  Dallas,  Los  Angeles,  Philadelphia,  St.  Louis,  San  Francisco. 


Westinghouse  growth  report: 

Our  long  term  plan  for 


"For  the  past  seven  years,  Westing- 
house  has  achieved  record  sales.  For 
the  past  five  years,  and  the  first  half  of 
this  year,  we  have  had  record  earn- 
ings. 

"Perhaps  more  important,  Westing- 
house  is  following  a  definite  plan  for 
long  term  growth. 

"Even  without  this  plan,  Westing- 
house  prospects  for  growth  would 
appear  good.  Our  Power  Systems 
Company  business  is  very  strong.  The 
Industry  and  Defense  Company  busi- 
ness grew  last  year  in  spite  of  a 
stretch-out  in  defense  contracts  and 
some  slowing  of  capital  spending.  Our 
Consumer  Products  Company  volume 
is  up  substantially.  In  the  fourth  com- 
pany—Broadcasting, Learning  and 
Leisure  Time— broadcast  revenues  are 
expected  to  be  about  the  same  as  last 
year,  and  our  soft  drink  bottling  opera- 
tions are  thriving.  Learning  remains 
developmental,  but  offers  a  major 
growth  area  for  the  future. 

"But  our  corporate  plan  is  adding 
growth  in  two  new  directions. 

"First,  we  are  entering  a  number  of 
new  businesses.  The  concentration  is 
on  new  growth  areas  of  the  1970s. 


"The  other  main  thrust  is  interna- 
tional. For  many  years,  our  principal 
foreign  activities  were  Canadian 
Westinghouse,  overseas  licensing 
agreements  and  exporting.  Now  we 
are  undertaking  a  major  expansion  of 
overseas  manufacturing. 

"In  all  this,  our  four  company  orga- 
nization is  proving  helpful.  Each  pres- 
ident now  has  only  four  to  six  people 
reporting  to  him.  The  structure  gives 
our  top  management  and  staff  time  to 
organize  and  plan  for  growth. 

"This  Westinghouse  plan  has  al- 
ready generated  substantial  growth. 
We  believe  it  will  lead  to  much  greater 
growth  over  the  decade  ahead." 


/O    ■^V^wn- 


Chairman 

Westinghouse  Electric  Corporation 


Manufacturing  abroad: 
Westinghouse  adds 
35  plants 

For  Westinghouse,  overseas  manu- 
facturing has  become  the  shortest 
route  to  growth  in  the  markets  of  Asia, 
Europe,  Africa  and  South  America. 

Since  the  mid-1960s,  Westinghouse 
has  acquired  control  of  overseas  sub- 
sidiaries with  a  total  of  35  plants. 

These  include  manufacturers  of 
elevators  and  semiconductors  in 
France;  a  furnace  company  in  Eng- 
land; a  cathode  ray  tube  producer  in 
Venezuela;  a  company  making  air 
conditioning  in  Italy;  a  transformer 
maker  in  Australia;  a  nuclear  fuel 
producer,  in  which  Westinghouse  is  a 
partner  with  the  Italian  government 
and  Fiat;  and  Cenemesa,  with  three 
electrical  equipment  plants  in  Spain. 
This  summer  we  added  an  electrical 
equipment  maker  in  Greece— Metallo- 
technicaElectra. 

Last  February  we  acquired  a  major- 
ity interest  in  the  Belgian  heavy  elec- 
trical equipment  manufacturer  known 
as  ACEC,  which  then  had  billings  of 
nearly  $160  million  a  year.  ACEC  has 
14  manufacturing  plants. 


This  Cenemesa  plant  in  Cordoba,  Spain, 
produces  transformers,  switchgear  and 
lightning  arresters. 

With  ACEC,  Cenemesa  and  Metal- 
lotechnica  Electra,  Westinghouse  has 
the  foundation  to  become  a  major 
equipment  manufacturer  in  Europe— 
almost  as  large  a  market  for  electrical 
equipment  as  the  United  States. 


increasing  sales  and  earnings 


Westinghouse-built  low  income  project  in 
Charlotte,  N.C.  Three  bedroom  unit,  $90.50 
a  month. 

Large-scale  moves  into 
"public  problem"  markets 

Perhaps  the  most  predictable  growth 
markets  of  the  1970s  rise  from  the  de- 
mand for  a  better  quality  of  life. 

Control  of  pollution;  decent  housing 
for  low  and  middle  income  families; 
more  effective  education  for  children; 
better  traveling  within  our  traffic- 
choked  cities;  better  medical  care  at 
'affordable  prices— these  needs  must 
be  met  on  an  unprecedented  scale. 

To  these  problems,  Westinghouse 
is  applying  a  high  level  of  technology, 
[involving  both  the  physical  and  be- 
'havioral  sciences. 

We  have  developed  a  complete  ca- 
pability to  plan  and  install  water  treat- 


NEW  SERVICE  BUSINESSES 
HELP  STEADY 
WESTINGHOUSE  SALES 

About  10%  of  Westinghouse  busi- 
ness is  now  in  the  service  indus- 
tries, where  demand  is  steadier 
than  in  manufacturing. 

Among  the  services  we  now  sell 
are  electrical  equipment  repair; 
hospital  planning;  training  entire 
work  forces  for  new  plants;  fac- 
tory maintenance;  environmental 
studies  to  help  utilities  in  siting 
new  power  plants;  socioeconomic 
studies  to  help  communities  or 
areas  plan  their  development; 
complete  software  and  computer 
management  services;  and  stud- 
ies to  help  government  bodies 
reduce  administrative  costs. 


ment  and  pollution  control  systems. 
We  are  now  working  on  specific  jobs 
for  more  than  50  customers,  both  in- 
dustrial and  municipal. 

Westinghouse  has  become  a  major 
builder  of  low  and  medium  income 
housing,  with  over  2,000  units  under 
construction  now.  We  are  building 
plants  to  produce  modular  units  for 
both  low  rise  and  high  rise  construc- 
tion. 

We  have  developed  a  computer  as- 
sisted educational  system,  that  frees 
the  teacher  to  help  each  child  realize 
his  full  potential.  This  is  being  tested 
in  17  school  districts  in  nine  states. 

Extending  our  existing  transporta- 
tion business,  Westinghouse  devel- 
oped a  unique  rapid  transit  system 
that  offers  a  new  level  of  convenience 
and  comfort.  We  expect  to  see  it  in- 
stalled in  Pittsburgh  soon. 

Under  government  contract,  West- 
inghouse is  designing  a  "hospital  of 
the  future,"  applying  new  technolog- 
ical approaches  to  give  patients  bet- 
ter care  at  low  cost. 

Other  "public  problem"  areas  in 
which  Westinghouse  has  made  sub- 
stantial investments  include  urban 
planning  and  development,  computer 
services,  job  training,  crime  preven- 
tion and  .the  administration  of  justice. 

Defense  against  cycles: 
opposite  cycles 

A  decade  ago,  a  dip  in  a  single  seg- 
ment of  the  economy  could  have  seri- 
ously hurt  total  Westinghouse  sales. 
Today,  our  broader  product  mix  pro- 
vides an  effective  buffer  against  such 
cyclical  swings. 

This  year,  for  instance,  individual 
home  building  has  lagged.  But  this 
weakness  has  been  more  than  offset 
by  gains  in  commercial  building,  a 
field  in  which  Westinghouse  is  strong. 

Similarly,  industrial  capital  expen- 
ditures have  been  somewhat  slow,  but 
electrical  utility  orders  have  been  high, 
strongly  counterto  the  industrial  trend. 

As  Westinghouse  continues  to  ex- 
pand into  new  businesses,  we  expect 
this  protection  against  cyclical  dips  to 
become  still  more  effective. 


How  Westinghouse 
nurtures  fledgling 
businesses 

A  new  business  at  Westinghouse 
starts  as  a  small  organization— with 
access  to  consulting  talent  that  no 
small  business  can  ordinarily  afford. 

During  the  development  stages,  the 
new  organization  is  attached  to  cor- 
poration headquarters.  For  planning 
assistance  it  has  direct  access  to  the 
senior  people  of  the  Westinghouse 
headquarters  staff  — legal,  financial, 
engineering,  marketing,  etc. 

4     j-jm^KgBE:- 


Water  clarification  system  for  Decatur, 
Illinois,  built  by  Infilco,  part  of  recently  de- 
veloped Water  Quality  Control  Division. 

The  idea  is  to  help  the  new  busi- 
ness along  until  it  becomes  viable, 
then  attach  it  to  an  appropriate  line 
organization  as  a  full-fledged  operat- 
ing division.  This  happened  recently 
with  the  Water  Quality  Control  Divi- 
sion. Started  as  a  small  department  in 
1968,  it  was  attached  to  the  Industry 
and  Defense  Company  when  sales 
were  well  over  $25  million  a  year. 

At  this  writing,  Westinghouse  is  de- 
veloping four  businesses  under  the 
headquarters  wing:  medical  products 
and  services,  computer  services,  gov- 
ernment services,  and  security  against 
crime,  fire  and  other  hazards. 


You  can  be  sure...if  it's  Westinghouse 


That  Queasy  Feeling 


The  nation's  health  insurance  companies  are  running  a  fever  as  Con- 
gress heats  up  a  battle  on  government-supported  health  insurance. 


The  looming  battle  for  a  national 
health  insurance  program  is  bringing 
back  uncomfortable  memories  for  the 
private  health  insurance  companies. 
It's  like  remembering  Waterloo  from 
Napoleon's  point  of  view:  After  mar- 
shaling all  its  money  and  brains  in 
the  early  Sixties  to  oppose  Medicare 
and  Medicaid,  the  industry  lost  bad- 
ly. The  real  pinch  came  later  in  the 
estimated  $750  million  in  premiums 
the  companies  have  lost  because  of 
the  federal  health  programs. 

Now,  a  more  desperate  contest  is  in 
the  offing.  Recently,  at  a  Senate  hear- 
ing chaired  by  Senator  Ralph  W.  Yar- 
borough  (Dem.,  Tex.),  a  lame-duck 
liberal  Democrat  with  little  to  lose,  the 
opening  gun  was  fired  as  witnesses 
testified  on  a  bill  that  would  provide 
government  financing  for  cradle-to- 
grave  health  care  for  everybody  in 
the  U.S.  The  Social  Security  system 
would  handle  the  whole  scheme,  cut- 
ting out  private  insurers  completely. 

The  plan,  introduced  by  Senator 
Edward  M.  Kennedy  (Dem.,  Mass.) 
with  wide  labor  support,  is  but  one  of 
five  major  health  insurance  proposals 
up  for  debate.  Even  the  ultraconserv- 
ative  American  Medical  Association 
has  one.  (The  fact  that  it  comes  from 
that  quarter  is  perhaps  the  best  signal 
to  the  insurance  companies  that  they 
aren't  satisfying  the  nation's  health 
needs.)   But  whereas  the  AMA's  and 


several  other  conservative  plans 
would  throw  government-subsidized 
business  to  the  insurance  companies, 
the  Kennedy  plan  and  a  similar  one 
introduced  (also  with  labor  support) 
by  Congresswoman  Martha  W.  Grif- 
fiths (Dem.,  Mich.)  would  take  over 
the  insurance  companies'  function. 
Under  the  Kennedy  plan,  says  Daniel 
W.  Pettengill,  the  industry's  foremost 
spokesman  and  vice  president  of  Aet- 
na Life  &  Casualty,  there's  "no  hope" 
for  the  privates. 

That  may  be  a  premature  obituary; 
the  industry  actually  did  fairly  well 
under  Medicare  with  premiums  up 
since  1965  some  25%  or  $2  billion.  The 
companies  even  made  money  from  cit- 
izens covered  by  federal  plans,  jump- 
ing in  with  policies  that  provide  extra 
income  or  plug  up  gaps  like  Medi- 
care's $52  deductible.  But  that 
doesn't  mean  that  the  biggest  health 
insurers— life  insurance  companies  like 
Aetna,  Travelers  and  Metropolitan 
Life— want  to  give  up  any  more  health 
business  even  though  they  say  it  isn't 
very  profitable  these  days.  "Those  bil- 
lions in  premiums,"  points  out  Petten- 
gill, "pay  for  an  awful  lot  of  over- 
head." And,  he  adds,  with  an  easing 
in  inflation  and  the  shortage  in  medi- 
cal facilities,  health  insurance  has  got 
to  become  a  good  business  someday. 

But  there  is  a  more  direct  threat  to 
the  companies  in  this  battle.   Propo- 


The    late    Walter    Reuther    MghrJ    first    got    Senator    Edward    Kennedy 
involved  in  the  current  bid  for  health  insurance  to  cover  all  Americans. 


nents  of  the  Kennedy  and  Griffith 
plans  charge  the  companies  with  be- 
ing Jargely  responsible  for  the  mess  in 
the  nation's  health  services  (Forbes, 
Mar.  1 5,  1 968 ) .  "The  health  insurance 
companies  are  the  major  barrier  to  our 
bill,"  says  Max  W.  Fine,  one-time  pub- 
lic relations  man  for  the  industry  who 
is  presently  executive  director  of  the 
committee  that  drafted  the  Kennedy 
proposal. 

Fine's  basic  position  on  health  in- 
surance is  that  by  concentrating  on 
sales  of  hospitalization  and  major 
medical  insurance,  the  insurance  com- 
panies have  unbalanced  the  system. 
"There  is  twice  as  much  surgery  in 
this  country  as  in  countries  with  far 
better  health  records,"  he  says.  "One 
in  four  patients  in  hospitals  doesn't 
need  hospitalized  care." 

The  industry  claims  Fine  is  con- 
fused, though  it  has  been  unable  to 
get  some  300  members  of  its  Health 
Insurance  Association  to  agree  on  a 
unified  counter  plan.  Therefore,  it 
may  fall  in  behind  one  first  suggested 
by  Aetna's  Pettengill.  Under  it,  re- 
gional insurance  pools  would  insure 
the  poor  and  near-poor  by  subsidizing 
private  insurance  plans  with  govern- 
ment aid,  and  government  funds 
would  encourage,  among  other  things, 
outpatient  facilities. 

Though  the  opposition  calls  this 
"just  the  old  call  for  subsidization." 
at  least  the  companies  aren't  putting 
their  heads  in  the  sand  as  they  did 
during  the  1965  Medicare  fight.  Then, 
they  handled  themselves  so  badly  that 
they  alienated  one  of  their  firmest 
friends,  Senator  Jacob  J.  Javits  (Rep.. 
N.Y.),  who  himself  has  now  come  up 
with  a  plan  that  pays  only  scant  at- 
tention to  the  insurance  companies. 

Interestingly,  back  in  1949  Javits 
co-sponsored  a  comprehensive  plan 
with  an  up-and-coming  congressman 
from  California  named  Richard  M 
Nixon.  Presently,  the  Nixon  Adminis- 
tration—till now  preoccupied  with  oth- 
er things— is  struggling  to  come  up 
with  its  own  plan  by  Februai  \ 

The  fight  won't  be  in  full  swing  un- 
til sometime  next  year,  and  by  Presi- 
dential-election time  in  1972  it  will 
probably  be  a  big  issue.  What  if  the 
insurance  companies  lose?  "We'd 
probably  have  to  make  a  slow  re- 
treat," says  Pettengill,  "like  in  Canada. 
There,  first  the  hospitals  went  and 
then  the  physicians.  We  still  have 
dental  and  prescription  drugs.  We  are 
down  to  one-fourth  of  the  premiums, 
but  it  wasn't  a  disaster."  ■ 
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For  answers  to 
investment  problems* 
corporate,  institutional, 
individual* 
talk  to  a  firm  that 
specializes  in 
innovative  investment 
management* 


White,  Weld  &Co. 

Members  New  York  Stock  Exchange  and  other  principal  exchanges 

New  York  Boston  Chicago  Atlanta  Dallas  Hagerstown  Hartford  Los  Angeles 

Minneapolis  New  Haven  Philadelphia  San  Francisco 

London  Paris  Zurich  Caracas  Geneva  Hong  Kong  Montevideo  Montreal 


Surfs  up  in 


A  lot  of  people  in  Arizona  are  en- 
joying a  sport  nature  never  gave 
them.  They're  surfing  in  the  desert! 

They're  "shooting  the  curl" 
350  miles  from  the  ocean.  In  a 
4,000,000  gallon  man-made  lagoon. 


s 


It's  all  happening  at  Big  Surf, 
near  Phoenix.  Where  Waikiki-style 
waves  break  every  60  seconds.  And 
where  Peerless  pumps  from  FMC 
Corporation  help  keep  them  breaking 

But  pumping  waves  is  an  easy  idea 


PRINCIPAL  PRODUCTS  AVISCO  fibers;  packaging  films:  industrial  strappings  D  BOLENS  compact  tractors  O  CHICAGO  waste  treatment  systems  D  CHIKSAN.O-C-T.W  | 
oil  industry  equipment       f  MC  food  processing  equipment;  packaging  8.  converting  machinery;  systems  engineering  Q  FMC  industrial  chemicals  □  FMC  defense  mal 


Arizona 


.igating  deserts  in  the  Middle 
it,  providing  flood  control  in 
liisiana,  filling  city  reservoirs 
New  York -that's  where  FMC 
(is  really  count  toward  making  life 
);er  for  millions  of  people. 


Still,  it's  nice  to  know  that 
a  diversified  corporation  can  also 
pump  a  little  fun  into  life. 

FMC  CORPORATION 

Executive  Offices:  San  Jose,  California  95106        ® 

Putting  ideas  to  work  in  Machinery  •  Chemicals  •  Defense  •  Fibers  &  Films 


CORPORATION 


1 


^DERSON  railcars  &  marine  vessels  3  JOHN  BEAN  agricultural,  automotive,  airline.  &  firefighting  equipments  LINK-  BELT  power  transmissipn.  materials 
ig.  &  construction  equipment  D  NIAGARA  agricultural  chemicals  &  seeds  D  PEERLESS  &  COFFIN  pumps  D  SYNTRON  &  STEARNS  electromagnetic  equipment. 


Head  Start 


Wall  Street  is  discovering  real  estate.  Meanwhile  Co/dwell,  Banker 
is  quietly  and  profitably  growing  into  a  national  company. 


The  typical  real  estate  broker  is  pri- 
vately held,  has  a  single  office  and 
a  dozen  or  so  people  who  specialize 
in  one  or  two  kinds  of  real  estate. 

Coldwell,  Banker  is  not  the  typical 
real  estate  broker.  It  has  70  offices,  a 
staff  of  1,800,  revenues  of  $38.7  mil- 
lion, and  is  knee-deep  in  just  about 
every  aspect  of  real  estate:  selling, 
leasing,  managing,  appraising,  lend- 
ing, insuring.  Publicly  held  since  1968, 
Coldwell,  Banker  has  managed  to  com- 
pound its  net  earnings  at  the  rate  of 
40%  annually  in  recent  years.  No  won- 
der that  Executive  Vice  President  C. 
Wesley  Poulson  told  the  New  York 
Society  of  Security  Analysts  last 
spring,  "If  we  could  choose  a  course 
of  action  independent  of  trends  and 
competition,  we  would  prefer  to 
change  nothing  and  remain  the  same." 

Coldwell,  Banker's  pot  of  gold  has 
been  the  exploding  California  real  es- 
tate market  which  it  has  been  in  for 
64  years.  By  focusing  mainly  on  bro- 
kerage—sales and  leasing— it  has  been 
able  to  expand  quickly  without  piling 
up  the  large  amount  of  debt  that  lev- 
erages most  real  estate  operations. 

Much  as  Coldwell,  Banker  would  like 
to  relive  the  past,  it  is  now  striking  out 
afresh.  In  recent  years,  it  has  branched 
out  from  California,  establishing  of- 
fices in  Washington  State  and  Texas, 
and  is  becoming  a  factor  in  large  shop- 
ping-center projects  in  Salt  Lake  City, 
Baton  Bouge,  Chicago  and  Atlanta. 
"We're  spreading  out,"  says  67-year- 
old  President  George  Morgan  Mott. 
"We  will  have  national  representation 
before  too  many  years." 

The  biggest  reason  for  this  change 
in  strategy  is  to  capitalize  on  poten- 
tially lucrative  new  markets  like  Hous- 
ton. "We  do  a  lot  of  business  with 
chain  stores  and  national  corpora- 
tions," explains  the  40-year-old  Poul- 
son. "They  like  our  service,  and  as 
they  expand  into  other  areas,  they  will 
want  to  use  us."  Another  motive:  to 
get  deeper  into  higher-profit  indus- 
trial and  commercial  properties.  Ex- 
ample: The  630-acre  Warner  Banch, 
located  in  Los  Angeles'  San  Fernando 
Valley,  which  Coldwell,  Banker  first 
sold  to  Kaiser-Aetna  for  $30  million  in 
1969,  and  then  became  its  sales,  leas- 
ing and  managing  agent.  The  sale 
alone  meant  $1.5  million  in  commis- 
sions and  contributed  almost  30  cents  a 
share  toward  record  1969  earnings  of 
$1.54.  (In  fiscal  1970  there  were  no 
such  big  deals  and  fewer  small  ones, 
too,  so  per-share  earnings  dropped 
to  $1.04.) 
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But  the  expansion  is  defensive  as 
well,  for  Coldwell,  Banker  is  getting 
increasing  competition  from  eastern 
brokers  and  Wall  Street  firms.  Man- 
hattan-based broker  Helmsley-Spear 
Inc.  remains  a  private  company,  but  it 
now  has  offices  in  Chicago,  Detroit, 
Los  Angeles,  Washington,  D.C.,  St. 
Louis  and  Houston.  This  summer  an- 
other Manhattan  broker,  Cushman  & 
Wakefield,  allied  itself  with  big-time 
backing  when  it  agreed  to  merge  into 
BCA.  Already  Cushman  &  Wakefield 
is  probably  the  biggest  office-building 
broker,  and  it  has  been  giving  Cold- 
well,  Banker  stiff  competition  on  the 
West  Coast. 

Newcomers  Galore 

So  far,  Wall  Street  has  stuck  pretty 
much  to  real  estate  financing  rather 
than  sales.  Eastman  Dillon,  for  exam- 
ple, which  has  one  of  The  Street's 
oldest  real  estate  operations,  sells 
property  only  as  a  complemental  part 
of  its  financing  services.  Yet  many  oth- 


er  firms  are  trying  to  find  their  way 
into  real  estate  and  some  are  bound  to 
take  a  try  at  brokerage.  Hayden,  Stone 
for  example,  now  part  of  Cogan,  Ber- 
.lind,  Weill,  Levitt-Hayden,  Stone  Inc., 
has  closed  two  big  deals  in  the  past 
two  years  and  has  netted  an  esti- 
mated $3  million  in  real  estate  com- 
missions and  other  fees.  On  the  other 
hand,  the  increased  Wall  Street  ac- 
tivity could  help  Coldwell,  Banker  if 
The  Street  could  channel  big  new 
money  into  real  estate. 

As  a  public  company,  Coldwell, 
Banker's  toughest  problem  is  getting 
and  keeping  good  people.  Beal  estate 
brokers  are  traditionally  an  indepen- 
dent breed.  The  ambitious  ones  are 
often  unwilling  to  work  for  someone 
else,  especially  a  big  company.  At 
Coldwell,  Banker  the  problem  has 
been  aggravated  by  its  long-term  re- 
luctance to  let  employees  own  any  in- 
vestment property.  This  assures  clients 
that  employees  aren't  skimming  off  the 
best  deals,  and  has  helped  earn  Cold- 
well,  Banker  high  marks  for  ethics.  But 
it  aggravates  the  problem  of  keeping 
good  people.  It  is  tough,  says  Poul- 
son "to  take  good  real  estate  people 
who,  by  definition,  are  entrepreneurs 
and  try  to  harness  them  into  a  kind  of 
mold  for  the  common  good." 

There  are  some  who  are  skeptical 
that  Coldwell,  Banker  is  up  to  the  task. 
Says  one  competitor:  "Coldwell,  Bank- 
er is  going  to  have  a  tough  time  keep- 
ing it  all  together  and  really  running 
it  the  way  they  originally  hoped."  An- 
other competitor  says  that  while  Cold- 
well,  Banker  is  noted  for  its  strong 
relationship  with  old  clients,  it  is 
unaggressive  about  getting  new  ones. 

Poulson  bristles  at  the  second  crit- 
icism. "I  would  take  exception  to  that 
statement  completely,"  he  says.  "We 
don't  wait  for  people  to  come  to  us. 
We  go  out  and  get  them." 

As  for  the  personnel  problem,  Mott 
and  Poulson  are  trying  harder  to  hang 
onto  the  good  people.  A  deferred  com- 
pensation plan  has  been  set  up.  Em- 
ployees are  allowed  to  invest  in  a  lim- 
ited number  of  company  deals.  And 
Poulson  hopes  that  the  new  tax  laws. 
which  will  set  a  maximum  50f  rate  on 
earned  income,  will  make  straight  in- 
vestment commission  income  more  at- 
tractive to  his  salesmen,  some  of 
whom  earn  as  much  as  $200,000. 

In  short,  Coldwell,  Banker  thinks  a 
real  estate  brokerage  firm  can  go  na- 
tional. If  it  is  right,  tomorrow's  bro- 
kerage firm  may  well  look  a  lot  like 
today's  Coldwell,  Banker.  ■ 
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ro  Ranch. 


Big  game  hunting  is  no  time  to  go  public. 


[A  private  placement,  alone  on  a  mountain  slope  in  the  168,000  acre 

| Forbes  Trinchera  Ranch,  puts  a  man  in  the  midst  of  the  sweeping  beauty 

of  a  natural  game  range.  His  hunt  takes  him  downhill  across  the  trails  of 
(one  of  the  greatest  big  game  populations  anywhere.  Here  on  the  highlands 

of  the  Colorado  Rockies  he  finds  his  prize  elk  and  trophy  deer. 

iGuided  hunts  on  the  Forbes  Trinchera  are  strictly  limited  to  keep 
itrophy  hunting  private  and  amazingly  good.  Hunter/ success  ratios  rank 
[among  the  highest  in  North  America.  For  the  sportsman  or  the 
[businessman  who  has  been  successful  in  other  ways,  a  Forbes  Trinchera 
guided  hunt  is  a  must  —  at  least  once  a  lifetime. 

Guided  hunts  start  at  $500  plus  lodging.  Send  for  full  color  brochure 
describing  guided  hunts  for  Fall,  1970.  Write  to  Wildlife  Manager,  Forbes 
{Trinchera  Ranch,  Box  149,  Fort  Garland,  Colorado  81133. 


THE  INSIDER'S 
GUIDE  TO 


Find  out  where  you  get  the  most 
and  the  least  for  your  money 
in  the  new  advertisingless 

Forbes  Magazine's 


Forbes  Magazine's  editors  (incognito  of 
course)  taste-test  food  at  5  to  6  New  York 
restaurants  every  week  and  bring  you  their 
confidential  ratings  in  the  most  candid  re- 
views ever  published.  A  new  generation  of 
New  York  restaurants  has  opened  its  doors 
while  you  probably  are  still  patronizing  the 
old  haunts.  Of  the  159  restaurants  reviewed 
in  the  first  6  months  of  publication  only  2 
rate  four  stars— the  highest  accolade.  As  soon 
as  you  become  a  paid  Charter  Subscriber, 
we'll  send  you  the  complete  six-month  index. 

Test  4  Issues  Free  in  the  meantime,  we'd 
like  you  to  sample  4  issues  absolutely  FREE 
so  you  can  see  for  yourself  what  an  important 
business  and  social  asset  FORBES  MAGA- 
ZINE'S RESTAURANT  GUIDE  can  become. 
Try  it,  if  you  enjoy  it,  value  its  advice,  do 
nothing.  We'll  bill  you  for  a  year's  subscrip- 
tion (52  issues  covering  over  250  restau- 
rants) at  the  special  "Charter  Subscribers" 
rate  of  only  $24— a  saving  of  33'/3%  over  the 
regular  annual  rate.  This  way  you'll  be  sure 
of  uninterrupted  service.  If,  however,  you  de- 
cide the  guide  is  not  for  you,  drop  us  a  line 
telling  us  why— your  fourth  issue  will  be  the 
last  you  will  receive  and  you  won't  owe  us  a 
cent.  Fair  enough? 

Just  return  this  ad  with  your  name  and 
address  to  Dept.  R-0139,  Forbes  Magazine's 
Restaurant  Guide,  60  Fifth  Ave.,  New  York, 
N.  Y.  10011.  Check  here  □  if  you  prefer  to 
send  $24  now  for  a  full  year's  service  (52 
issues)  and  receive  by  return  mail  complete 
6  months  index  rating  159  restaurants  and 
handsome  binder.  Full  refund  if  not  satisfied. 


OWN  A  PROFITABLE 


A 


DELUXE  CAMPGROUND 

Become  a  successful  member  of  KOA,  the  largest 
international  system  of  deluxe,  family  camp- 
grounds. Cash  in  on  the  booming  leisure/recrea- 
tion business.  Over  SO  million  Americans  are 
camping!  Modest  investment  brings  instant  cath- 
'low  and  strong  earnings.  Notional  publicity  and 
advertising.  Proven  operating  methods.  Choice 
sites  still  available.  For  free  information  at  no 
obligation,  write:  Kompgrounds  of  America,  Inc., 
P.  O.  Box  1138-F,  Billings,  Montona  59103. 


Goodbye  to  Goodbody? 

And  another  famed  old  brokerage  house  loses  its  independence. 


Things  have  been  looking  up  for  in- 
vestors in  recent  months,  what  with 
the  strong  summer  rally,  but  much  of 
Wall  Street  remains  a  disaster  area, 
and  many  veterans  swear  that  1970 
is  worse  than  1929  as  far  as  their 
business  is  concerned.  It  is  not  only 
the  Johnny-come-latelies  like  Charlie 
Plohn  that  are  in  trouble.  House  after 
house  that  survived  1929  has  folded 
or  been  merged  this  year:  Hirsch  & 
Co.;  Hayden,  Stone;  Glore,  Forgan; 
Dempsey-Tegler.  Latest  to  go:  Good- 
body  &  Co.,  79  years  old,  with  reve- 
nues last  year  of  over  $100  million,  the 
sixth-biggest  Big  Board  member  firm. 

New  York-headquartered  Good- 
body  is  being  acquired  by  Los  Angeles- 
headquartered  Shareholders  Capital 
Corp.,  manager  of  such  mutual  funds 
as  Enterprise  and  Fletcher  and  a  num- 
ber of  offshore  funds.  The  acquisition 
appeared  to  be  quite  a  bargain  for 
Shareholders:  It  is  paying  just  $10.6 
million,  half  in  debentures,  half  in 
Shareholders'  own  stock,  for  Good- 
body— just  under  the  book  value  of 
Goodbody's  capital.  In  short,  Share- 
holders is  getting  the  whole  100-office 
network  and  all  that  goes  with  it  for 
next  to  nothing. 

Why  such  an  apparent  bargain? 
The  gossip  is  that  the  Goodbody  fam- 
ily, which  supplies  most  of  Good- 
body's  subordinated  capital,  was  get- 
ting nervous  about  the  continuing  op- 
erating losses  and  shrinkage  of  asset 
coverage.  In  Goodbody's  case  this 
could  be  catastrophic,  because  a  firm 
that  large  requires  huge  amounts  of 
capital.  About  80%  of  Goodbody's  $50 
million  was  subordinated  capital.  In 
the  brokerage  business,  subordinated 
capital  is  not  true  equity  capital;  it  is  a 
kind  of  loan— but  with  a  difference.  In 
case  of  a  failure  of  a  partnership  like 
Goodbody,  subordinated  capital-hold- 
ers could  be  liable  for  the  claims  of 
all  other  creditors  if  the  general  cap- 
ital is  inadequate. 

Shareholders,  whose  own  assets  of 
$45  million  are  reasonably  liquid,  pre- 
sumably can  provide  a  cash  infusion 
for  Goodbody.  The  merger  also  gives 
the  subordinated  capital  interest  ad- 
ditional protection.  The  deal  is  much 
more  of  a  takeover  than  it  is  a  merger, 
because  Goodbody  partners  will  end 
up  with  only  about  155t  of  the  voting 
securities  in  the  merged  firm. 

Presumably,  Shareholders  can  shrink 
Goodbody  down  to  a  point  where  it 
will  be  profitable  again,  thus  ending 
up  with  a  useful  retail  brokerage  net- 
work at  little  or  no  cost. 

Even  so,  it  is  hardly  a  marriage  of 


Douglas    B.    Fletcher,    45, 

built  what  is  now  Sharehold- 
ers Capital  from  managing 
$5  million  in  assets  to  $1.4 
billion  in  just  seven  years.  He 
owns  some  25  %  of  the  com- 
pany, once  worth  over  $50 
million,  but  only  $7  million 
at  current  prices.  With  the 
Goodbody  purchase,  the 
West  Coast  money  mag- 
nate    invades     Wall     Street. 


strength.  Goodbody,  in  addition  to  its 
capital  problems,  has  been  deep  in 
the  red.  So  has  Shareholders  Capital, 
which  lost  $1  million  in  the  first  half 
of  1970.  Shareholders'  biggest  fund, 
Enterprise,  is  down  from  nearly  $1  bil- 
lion in  assets  to  about  $500  million, 
partly  because  its  performance  has 
been  dismal  and  because  it  has  been 
prohibited  from  selling  shares  since 
last  February. 

Goodbody  was  the  major  broker- 
dealer  for  Enterprise  Fund  and  other 
Shareholders'  funds.  Says  Edward  N. 
Bagley,  Goodbody's  managing  partner, 
"We  didn't  just  meet  them  in  the  hall- 
way last  month.'*  Presumably  Share- 
holders could  channel  even  more  of  its 
brokerage  business  through  Goodbody. 

It's  a  question  whether  the  merger 
violates  the  New  York  Stock  Ex- 
change rule  banning  financial  institu- 
tions from  membership,  for  the  deal 
could  be  viewed  as  simply  baying  a 
member  firm.  But  with  its  insurance 
fund  running  out  of  money,  the  NYSE 
apparently  isn't  asking  too  many  ques- 
tions about  a  deal  that  could  stave  off 
another  major  crisis. 

How  the  mighty  have  fallen!   ■ 
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Communicate  with  WUI 


Should  you  be  buying 

communications 

by  the  word, 

by  the  inch, 

by  the  minute 

or  by  the  mile? 

Western  Union  International  would  like  to  save  you  from  a 
misconception.  Nowadays,  with  galaxies  of  data  flashing 
around  the  world  at  the  speed  of  light,  you  might  think  it 
makes  little  difference  how  yolir  messages  are  sent. 

Not  so  at  all.  The  wrong  system  can  cost  you  far  more 
than  it  should. 

Actually,  your  business  may  have  need  for  one  or  two 
or  perhaps  all  of  the  different  systems  Western  Union 
International  has  devised  to  transmit  data. 

Let  us  analyze  your  needs.  WUI's  Communicators  will 
work  with  you  to  create  the  Total  Communications  Mix  that 
is  most  rational,  economical  and  right  for  you. 
By  any  measurement. 

Communicate  with  WUI 

For  more  information,  write  WUI  Telex 
26  Broadway,  New  York,  N.Y.  10004. 

TWX:  dial  710-599-3535. 
WUT:  dial  101. 
WUI:  dial  0. 


Western  Union  International  Inc. 


Birds  of  a  Foreign  Feather 

Dig  corporations  flock  to  a  small  school  in 
Arizona— to  send  the  graduates  packing. 


A  small  school  with  an  unlikely 
name,  sitting  on  the  edge  of  the  desert 
outside  Phoenix,  Ariz.,  has  a  special 
lure  for  major  U.S.  corporations.  Firms 
like  Caterpillar,  American  Express, 
Mobil  and  Union  Carbide  hire  its 
graduates  for  only  one  purpose— to 
send  them  away. 

The  750-student  Thunderbird  Grad- 
uate School  of  International  Manage- 
ment is  unique  in  the  U.S.  as  the  only 
school  grooming  students  exclusively 
for  international  careers,  primarily  in 
business.  Relatively  unknown  in 
the  U.S.,  these  "Thunderbirds"— some 
6,000  of  them  now— abound  in  mid- 
dle- and  top-management  slots  from 
Moscow  to  Montevideo,  the  Sudan  to 
Singapore. 

What  makes  them  so  special?  Ex- 
posure to  the  realities  of  what  they 


will  face  in  the  country  of  their  choice; 
a  good  working  vocabulary  (up  to 
3,000  words)  in  the  language,  taught 
by  nationals  of  that  country  (who 
also  steep  the  graduates  in  its  cus- 
toms and  culture);  and  a  sophisti- 
cated novice's  appreciation  of  the 
niceties  of  dealing  with  top  nationals 
on  their  own  terms. 

The  school  is  located  in  a  palm 
and  olive  setting  16  miles  outside 
Phoenix  in  the  grounds  and  buildings 
of  a  World  War  II  Army  Air  Force 
pilot  training  center.  It  was  the  brain- 
child of  the  late  Lieutenant  General 
Barton  Kyle  Yount,  who  was  also  a 
prime  mover  behind  the  Air  Force 
Academy  at  Colorado  Springs,  Colo. 
Yount,  commander  of  the  Army  Air 
Force  Training  Command  during 
World  War  II,  started  it  in  the  con- 


U.S.  Business  Worldwide:  Arizona  View 

Thunderbird  Graduate  Schools  professors  often  are  men  with  a  lifetime  of 
business  experience  abroad  behind  them.  But  this  first-hand  knowledge  is  im- 
portant to  more  people  than  just  Thunderbird  students.  Forbes  asked  two 
professors,  Christian  Larsen  and  Alvin  Marks,  to  go  as  far  out  on  a  limb  as 
they  could  on  what  they  thought  about  U.S.  industry's  international  involvements. 


U.S.  corporations  are  leaders  in 
multinationalism,  American  banks  are 
opening  up  around  the  globe.  Does 
this  mean  the  U.S.  is  ahead  of  the 
game  in  the  world  market? 

Larsen:  No.  Exports  are  lagging. 
World  trade  increased  by  14%  last 
year,  but  U.S.  exports  increased  by 
only  7%.  In  1966  we  had  an  $8-billion 
trade  surplus— very  healthy  for  our 
balance  of  payments.  This  year  we'll 
be  lucky  to  get  $2  billion.  We're  not 
keeping  up. 

Why  not? 

M  uucs:  America  is  still  accustomed  to 
being  its  own  best  customer.  Exports 
are  only  4%  of  our  gross  national  prod- 
uct. That's  a  lot  of  money,  more  than 
$30  billion.  But  we  must  be  a  trader 
nation.  If  the  world  doesn't  trade  we 
go  back  to  the  Thirties. 

Do  you  favor  trading  with  the 
Communists? 

M  m(ks:  I  think  it  absolutely  essential 
that  we  trade  with  Russia  and  with 
every  Eastern  bloc  country.  And  we 
must  open  up  China. 

Larsen:  It's  essential  we  trade  with 
China,  for  they're  already  doing  busi- 
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ness  with  other  countries.  Plus  I 
think  in  trading  we  get  to  know  the 
people  better— it's  the  most  beautiful 
relationship  that  can  develop  for  peo- 
ple-to-people programs. 

The  British  and  Canadian  govern- 
ments increasingly  have  their  foreign 
services  acting  as  operating  arms  of 
their  commercial  interests.  This  great- 
ly helps  their  businessmen.  Should 
the  U.S.  State  Department  follow  suit? 

Larsen:  It  helps  if  our  ambassadors 
have  a  feel  for  international  business. 
An  understanding.  But  I  don't  know 
that  they  should  be  more  involved 
than  that.  The  unfortunate  part  of 
our  system  is  that  the  ambassador  is 
in  a  post  for  only  two  years.  By  the 
time  he's  just  getting  to  know  the  na- 
tionals, he's  gone. 

Is  the  two-year  tour  mandatory? 

Larsen:  No.  It  is  State  Department 
custom. 

Marks:  You  must  realize  that  the 
U.S.  Government  is  a  world  leader,  a 
political  superpower  with  a  superpow- 
er's responsibilities.  In  my  view  we 
shouldn't  try  to  mix  the  State  Depart- 
ment and  our  international  business- 
men. But  the  commercial  and  political 


viction  that  U.S.  business  would  'be 
widely  involved  internationally  once 
the  war  ended. 

First  known  as  the  American  Insti- 
tute for  Foreign  Trade,  the  school 
opened  in  1946  with  a  handful  of  stu- 
dents and  a  "learn-as-you-go"  curricu- 
lum. Its  capital  funds  were  unsecured 
loans  from  Arizona  banks  and  the 
school's  directors.  Yount  was  presi- 
dent until  his  death  in  1949.  His 
grandson  was  enrolled  this  fall. 
•  Today,  full-time  graduate  students 
are  offered  a  two-semester  course  re- 
sulting in  a  Bachelor  in  International 
Management  degree,  or  a  three-semes- 
ter program  giving  both  a  bachelor's 
and  a  master's  degree.  There  are  spe- 
cial Key  Man  courses  that  enable  cor- 
porations to  send  men  to  Thunderbird 
for  intensive  three-  or  six-week  lan- 
guage-and-culture  programs.  General- 


Professor  Marks 

attaches  should  be  better  trained, 
more  aware  of  what  the  businessmen 
are  doing,  and  why. 

In  the  years  since  The  Ugh*  Ameri- 
can has  the  U.S.  image  improved? 

Marks:  There's  still  a  great  deal  that's 
good  and  favorable  that  U.S.  embas- 
sies should  be  telling  the  nationals 
about  America  and  about  American 
operations  in  their  country.  The  U.S. 
invented  public  relations,  but  you 
wouldn't  think  so  overseas.  The  State 
Department  seems   afraid   to   release 
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1\  speaking,  however,  students  in  the 
two-  or  three-semester  programs  are 
not  working  for  companies— yet. 

"Most  of  the  people  here  are  pay- 
ing their  own  way."  says  a  school 
spokesman.  "That's  about  S6, 000— in- 
cluding living  costs— for  three  semes- 
ters." Married  students  predominate, 
and  wives  are  encouraged  to  attend 
classes.  "We  have  no  dissent  prob- 
lems here;  everyone's  too  busy,"  adds 
Alvin  M.  Marks,  professor  of  Interna- 
tional Management. 

Everybody  Gains 

Thunderbird  School  may  be  unique 
operationally,  too— 90%  of  its  operat- 
ing expense  is  met  from  student  tui- 
tion and  fees.  However,  for  a  business- 
oriented  college,  it  is  fast  picking  up 
on  corporate-giving  techniques.  Last 
year,  when  corporate-giving  to  private 


Professor  Larsen 

facts.  Stuff  that  should  be  front  page 
in  foreign  capitals  ends  up  in  small 
type  on  page  17  because  communicat- 
ing with  the  nationals  is  in  a  miser- 
able state.  America's  image  suffers  be- 
cause of  it.  The  climate  for  doing 
business  would  be  helped  by  good  PR. 
Plus  we  have  all  these  junketing 
senators  and  congressmen  who  drop 
in  and  make  fools  of  themselves.  They 
love  to  insult  whichever  country 
they've  visited  last  with  high  talk  of 
corruption  and  graft. 

You  mean  that  it  is  one  more  case 


education  generally  was  down,  Thun- 
derbird got  more  than  it  sought— and 
as  a  result  now  has  a  $500,000  library 
under  construction.  Not  merely  a  li- 
brary, of  course,  but  an  information- 
collection-and-retrieval  center  on  ev- 
ery tiling  connected  with  international 
trade,  including  highly  specialized 
country  files  chockablock  with  mate- 
rial fed  back  from  past  graduates. 

The  newest  acquisition  at  Thunder- 
bird  is  its  president,  Robert  F.  Dela- 
ney, 44,  who  took  up  his  post  last 
month  after  directing  the  Edward  R. 
Murrow  Center  of  Public  Diplomacy 
at  Tufts  University's  Fletcher  School 
of  Law.  Before  that,  Delaney  was  an 
assistant  director  of  the  U.S.  Informa- 
tion Agency,  and  previous  to  that  had 
been  public  affairs  adviser  for  Esso 
Standard  Oil  in  the  Caribbean  and 
Central  America. 

Delaney  aims  to  keep  Thunderbird 
as  far  ahead  of  the  pack  in  the  Seven- 
ties as  it  was  in  the  Forties,  Fifties 
and  Sixties.  "It's  no  longer  just  the 
profit-and-loss  statement  in  the  inter- 


national picture.  Now  there  are  tough 
political,  social  and  psychological  fac- 
tors—nationalism is  an  example— that 
will  weigh  increasingly  heavily  in  in- 
ternational dealings  and  how  they  are 
approached.  That  is  where  this  school 
will  come  in." 

On  the  Line 

Thunderbird  students  learn  the  cold 
realities  of  international  business  from 
professors  who  held  top  managerial 
jobs  around  the  world,  men  like 
Marks,  former  industrial  relations  di- 
rector overseas  for  sveral  large  cor- 
porations, or  Christian  Larsen,  former 
president  of  Esso  Standard  Eastern, 
who  heads  the  school's  international 
commerce  department.  They  learn  that 
a  tropical  paradise  can  be  a  living  hell, 
that  on-the-spot  responsibility  often 
demands  nerve-wracking,  split-second 
decisions,  that  in  parlous  times  the 
warm  scurity  of  corporate  headquar- 
ters is  too  far  away  to  be  helpful. 

What  better  time  and  place  to 
learn  these  things?  ■ 


of  the   pot   calling  the  kettle  black? 

Marks:  Meaning  they  could  be  more 
diplomatic  about  it.  All  they  seem  to 
want  is  headlines. 

Which  U.S.  industries  really  know 
how  to  operate  overseas? 

Larsen:  The  oil  industry,  of  course, 
has  to  be  No.  One.  They  have  larger 
investments  than  other  industries— 
they've  been  in  the  field  longer  than 
most  of  the  others. 

Marks:  And  they've  become  socially 
conscirlus  to  a  tremendous  degree,  be- 
cause with  their  heavy  investment  they 
have  to  look  down  a  very  long  road. 

What  could  the  U.S.  Government 
do  to  help  the  U.S.  international  busi- 
nessman generally? 

Larsen:  Provide  one  single  coordi- 
nated agency  at  the  federal  level  to 
handle  the  U.S.  international  business- 
man. It  should  be  capable  of  every- 
thing from  paperwork  to  guaranteeing 
credit.  There  are  just  too  many  or- 
ganizations involved. 

Is  that  what  our  export  industry 
most  needs? 

Marks:  One  thing  it  certainly  needs  is 
•lower-cost  goods.  Costs  of  U.S.  goods 
abroad  are  getting  way  out  of  line. 
Then  there's  this  move  to  protection- 
ism, and  that  could  make  things  more 
difficult.  Look  at  steel.  I'm  afraid  the 


steel  industry  is  spending  more  money 
in  Washington  than  it  is  in  improv- 
ing its  plants,  while  Japan  roars  ahead 
of  us. 

Larsen:  What's  happening  here  is 
that  the  U.S.  companies  can't  cut 
down  in  labor  costs,  and  at  the  same 
time  productivity  is  going  down.  They 
have  to  save  on  the  materials. 

Marks:  If  you  look  at  some  of  the 
products  coming  out  of  the  U.S.  to- 
day, we'll  soon  be  like  Japan  once  was. 
Japan  is  completely  reversed— they 
used  to  make  the  trash,  now  they  make 
the  finest  quality  products.  Our  qual- 
ity is  going  down. 

Are  we  in  bad  trouble  then? 

Larsen;  The  U.S.  has  a  technological 
edge  and  a  managerial  and  marketing 
edge  which  will  keep  it  in  the  front 
ranks  for  a  while  longer  yet. 

Do  you  agree,  Mr.  Marks? 

Marks:  Not  entirely.  I  get  the  feeling 
that  our  lagging  role  in  exports  may 
well  be  offset  by  our  thrust  in  multi- 
nationalism.  I  might  be  going  out  on 
a  limb  on  this,  but  I  believe  the  day 
may  come  when  250  or  300  interna- 
tional corporations  may  be  blowing 
the  whistle  and  making  the  decisions 
behind  the  scenes  for  governmental 
relationships.  And  I'm  not  sure  that 
we  would  be  any  worse  off  then  than 
we  are  now.  We  might  be  consider- 
ably better  off. 
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ROUGH  SAILING  FOR  THE  CAPTAINS  OF  INDUSTRY 


WHO  DID  HOW  WELL 

HOW  BADLY 

RELATIVE  TO  RELATIVE  COMPANIES 

IN  1970? 
SINCE  1965? 

THE  FORBES 

23RD  ANNUAL  REPORT 
ON  AMERICAN  INDUSTRY 

DUE  JANUARY  1,1971 

Anybody  can  ride  the  crest  of  the  wave  when  times  are  good.  It's  how  corporations  handle  them- 
selves in  rough  weather  that  counts.  Like  this  year,  for  instance.  How  did  America's  leading 
corporations  perform  in  the  down-cycle  of  1970?  The  FORBES  23rd  Annual  Report  on  American 
Industry  will  give  you  the  answers  — on  January  1, 1971. 

It  will  all  be  there  in  black  and  white,  and,  we  hope,  not  too  much  red.  More  than  625  leading 
American  corporations  will  be  ranked  and  evaluated  in  three  ways:  by  their  profitability,  their 
growth,  and  their  stock  market  value.  The  three  basic  considerations  that  matter  most  in  the 
world  of  business,  in  good  years  or  bad. 

But  there's  more  to  consider.  How  a  company  performs  over  a  one-year  time  span— any  one-year 
time  span  — isn't  completely  indicative.  The  record  over  the  long  run  must  be  examined.  So  the 
FORBES  Annual  Report  on  American  Industry  takes  an  average  of  each  company's  performance 
over  the  past  five  years,  averaging  out  the  down-cycles  with  the  up-cycles,  to  reveal  the  under- 
lying long-run  trends.  What  emerges  is  a  reliable  record  of  performance  over  the  long  haul.  In 
regard  to  profitability.  And  growth.  And  stock  market  value. 

But  even  this  doesn't  tell  it  all.  Top  management  wants  to  know  how  efficiently  it  has  operated 
as  compared  to  competitors  within  the  same  industry.  Especially  this  year,  when  most  companies 
in  the  same  business  have  found  themselves  pretty  much  in  the  same  boat.  So  our  Annual  Report 
Issue  will  tell  about  the  competition.  It  will  focus  on  more  than  twenty  important  industries,  and 
rank  the  leading  companies  in  each,  according  to  the  really  significant  yardsticks.  In  short,  the 
meaningful  measurements  of  a  company's  management. 

This  23rd  Annual  Report  on  American  Industry,  along  with  our  May  15  Annual  Directory  Issue, 
will  be  one  of  the  two  major  FORBES  issues  of  1971.  Every  business  leader  who  wants  to  remain 
one  will  study  it.  Which  means  that  the  January  1, 1971  FORBES  will  be  the  perfect  place  to  tell 
the  important  world  about  your  company,  perhaps  to  show  them  where  you're  headed  at  the 
beginning  of  a  new  year,  and  maybe  even  to  indicate  how  your  corporate  ship  performs,  relative 
to  its  competition,  when  the  going  is  rough. 

"i  the  first  six  months  of  1970,  only  one  magazine  carried  more  corporate  advertising  than 
iRBES.  Why?  Our  audience  of  the  captains  of  industry  is  certainly  one  reason.  Two  of  every 
a  FORBES  subscribers  are  in  top  management.  Making  FORBES  the  place  where  manage- 
ent  communicates  with  management.  Shouldn't  your  company  be  heard  from  here?  The 

FORBES  23rd  Annual  Report  on  American  Industry  is  due  on  January  1, 1971. 

FORBES  readers  don't  just  own  American  business.  They  run  it. 

Forbes:  capitalist  tool 
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Words,  Words,  Words 

Everyone— most  of  all  the  accountants  themselves— talks  about 
making  accounting  more  meaningful  to  the  public.  The  talk, 
however,  does  not  seem  to  be  producing  worthwhile  action. 


It  took  the  accounting  profession 
close  to  ten  years  to  make  up  its  mind 
on  how  to  standardize  merger  ac- 
counting, and,  even  now,  the  profes- 
sion is  not  at  all  happy  about  what 
it  has  supposedly  agreed  on.  In  the 
Aug.  30  Sunday  issue  of  The  New 
York  Times,  Arthur  Andersen  &  Co.'s 
senior  partner,  Leonard  Spacek,  at- 
tacked the  Accounting  Principles 
Board's  dual  decision  to  leave  pooling 
accounting  virtually  intact  and  to  al- 
low goodwill  arising  from  purchase 
on  the  balance  sheet.  Says  Spacek, 
"These  opinions  represent  a  complete 
failure  by  the  accounting  profession. 
.  .  ."  Two  weeks  later,  Lybrand,  Ross 
Bros.  &  Montgomery  partner,  Philip  L. 
Defliese,  defended  the  decision. 

The  conclusion  is  inescapable:  Ev- 
eryone agrees  that  more  must  be  done 
to  make  financial  reporting  more 
meaningful.  But  no  one  seems  able  to 
agree  on  what  to  do.  The  industry  has 
labored  for  nearly  a  decade  and  has 
brought  forth  a  mouse. 

Summing  up  a  good  deal  of  Wall 
Street  opinion  these  days  is  Thornton 
O'Glove,  a  certified  public  accountant 
who  writes  a  newsletter  on  accounting 
for  the  brokerage  house  of  Schein- 
man,  Hochstin  &  Trotta:  "The  ac- 
countants, and  especially  the  Account- 
ing Principles  Board,  have  lost  much 
of  their  credibility  with  me  now.  As 
far  as  I'm  concerned,  their  opinions 
and  signatures  on  an  annual  report  are 
worthless.  Since  the  auditor  is  selected 
and  paid  by  management,  are  they 
truly  independent?" 


In  1960  the  accounting  profession, 
through  the  American  Institute  of 
Certified  Public  Accountants,  commis- 
sioned Arthur  R.  Wyatt,  then  a  pro- 
fessor at  the  University  of  Illinois,  to 
do  a  research  project  on  merger  ac- 
counting. Wyatt  concluded,  after 
three  years  of  study,  in  a  report  of 
over  100  pages,  that  pooling  of  inter- 
ests should  be  largely  abolished  and 
that  the  goodwill  resulting  from  pur- 
chase accounting  was  meaningless.  So 
the  CPAs  set  up  another  commission, 
this  one  to  study  the  problem  of  good- 
will. It  was  headed  by  George  R.  Cat- 
lett  and  Norman  O.  Olson,  both  of  Ar- 
thur Andersen,  one  of  the  Big  Eight 
accounting  firms.  Their  conclusion 
was  that  the  goodwill  resulting  from 
merger  should  immediately  be  written 
off  the  balance  sheet  and  deducted 
from  stockholders'  equity. 

What  A  Does  fo  8 

Academic  as  all  this  may  sound,  it 
has  tremendous  implications  for  cor- 
porate management  and  for  the  stock 
market.  This,  to  a  large  degree,  is  be- 
cause of  inflation.  As  a  result  of  in- 
flation, many  companies  own  proper- 
ties that  are  worth  a  good  deal  more 
than  their  value  as  carried  on  the 
books.  Also,  partly  as  a  result  of  in- 
flation, many  glamorized  companies 
have  had— and  some  still  have— ex- 
tremely high  price/ earnings  ratios  for 
their  common  stocks.  These  two  facts 
create  tremendous  bookkeeping  op- 
portunities for  acquisition-minded 
companies.  A  simple  example  shows 


how:  Let  us  say  that  Company  A  buys 
Company  B  for  stock  worth  $20  mil- 
lion, but  Company  B's  book  value  is 
only  $10  million.  Three  years  later, 
Company  A  sells  B's  assets  for  $20 
million  cash.  Under  pooling  account- 
ing, Company  A  can  report  a  profit  of 
$10  million;  in  fact,  it  merely  sold  the 
assets  for  what  it  paid.  But  the  stock- 
holders are  led  to  believe  that  by 
some  kind  of  synergism,  A's  manage- 
ment worked  wonders  with  B's  assets. 

This  is  an  extreme  example,  but  it 
shows  the  kind  of  leeway  merger  ac- 
counting creates. 

The  exchange  of  high  P/E  stocks 
for  lower  P/E  stocks  creates  other 
bookkeeping  opportunities.  Simple  ex- 
ample: Company  A  and  B  each  have  1 
million  shares  outstanding  and  each 
earns  $1  a  share.  But  Company  A  sells 
at  30  times  earnings;  Company  B  at 
only  ten  times  earnings.  As  a  conse- 
quence of  this  P/  E  discrepancy,  Com- 
pany A  can  acquire  Company  B's  1 
million  shares  for  only  an  additional 
500,000  of  its  own.  Thus  Company  A 
now  has  1.5  million  shares  outstand- 
ing, 50%  more  than  formerly,  but  its 
earnings  are  twice  as  great.  On  the 
new  stock  it  can  report  earnings  of 
$1.33  a  share,  a  33%  gain.  As  far  as 
the  outside  world  knows,  great  things 
resulted  from  the  merger.  Yet  nothing 
changed  except  the  bookkeeping. 

Purchase  accounting  vs.  pooling 
accounting  offers  other  opportunities 
for  imaginative  bookkeeping. 

Not  only  investors  are  involved  in 
all  this;  the  whole  world  of  business 


Rule  Makers.  These  18  gentlemen  (shown  assembled 
last  July  m  Manhattan)  comprise  the  Accounting  Prin- 
ciples Board,  rule-making  arm  of  the  official  CPA 
trade  group,  the  American  Institute  of  Certified  Public 
Accountants.  The  board's  opinions,  while  not  legally 
binding,  are  almost  invariably  followed  by  account- 
ants.   Of  the   members,  eight  represent  the   Big  Eight 


accounting  firms,  five  are  from  smaller  firms,  three 
from  major  companies  and  two  are  professors  of  ac- 
counting. Clearly,  the  big  accounting  firms  dominate, 
and  their  interests  tend  to  be  paramount— which  leads 
critics  to  doubt  that  the  board  will  ever  get  really  tough 
with  the  big  firms'  corporate  employers.  APB  chairman 
is  LeRoy  Leighton  (above,  center}  of  Main  Lafrentz  &  Co. 
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Watching  The  Bookkeeper,  16th  Century  Style.  Is  there  too  much  look- 
ing over  his  shoulder?  Is  his  "independence"  all  it's  cracked  up  to  be? 


is.  For  these  bookkeeping  options 
have  unquestionably  encouraged  a 
good  many  mergers  and  .1  good  deal 
<>t  conglomeration  in  the  past  that 
would  not  otherwise  have  taken  place. 

So  it  has  often  been  a  case  of  the 
accounting  tail  wagging  the  corporate 
dog.  Unsatisfactory?  Of  course  it  is, 
and  the  accountants  concede  the  fact. 

At  one  point  the  Accounting  Prin- 
ciples board  did  sa\  that  it  would 
probably  limit  pooling  to  mergers 
where  one  company  was  at  least  one- 
ninth  the  size  of  the  other,  by  August 
it  had  dropped  that  restriction.  The 
board  did  decide  that  the  goodwill 
resulting  from  purchase  accounting 
should  be  written  off.  But  it  gave  the 
companies  40  years  to  do  it. 

Why  did  the  Accounting  Principles 
Board,  rule-making  body  of  the  ac- 
counting profession,  keep  weakening 
its  stand  on  merger  accounting?  One 
reason  was  probably  the  intensive 
lobbying  by  the  increasingly  powerful 
Financial  Executives  Institute.  The 
6,988-member  group  is  composed  of 
the  financial  officers  of  corporations. 
Naturally,  it  represents  the  manage- 
ment point  of  view.  The  FEI  tele- 
graphed its  local  chapters  urging  them 
to  take  up  the  merger  issue.  Herbert 
C.  Knortz,  a  member  of  the  FEI  and 
senior  vice  president  and  controller  of 
the  acquisition-active  ITT,  published 
articles  opposing  the  new  pooling 
rule  in  the  Financial  Analyst's  Jour- 


nal and  The  Wall  Street  Transcript. 

Leonard  Savoie,  the  former  Price 
Waterhouse  partner  who  is  executive 
vice  president  of  the  AICPA,  admits 
that  the  merger  opinion  was  a  "matter 
ol  compromise."  The  APB,  says  Savoie, 
came  to  its  decision  after  hearing  from 
more  than  50,000  investment  bankers, 
corporation  heads,  auditors,  financial 
analysts  and  government  officials. 

Savoie  sees  this  as  a  democratic 
process!  But  how  "democratic"  can  it 
be  when  the  accountants  are  not  truly 
independent  agents  but  in  fact  are 
acting  almost  as  employees  of  the  com- 
panies they  audit?  With  all  the  good- 
will and  integrity  in  the  world,  the 
accountant  cannot  be  insensible  to  the 
demands  and  the  interests  of  the  men 
who  pay  his  fees.  In  theory,  it  is  the 
stockholders  who  pay  the  fees  and 
vote  on  their  contracts;  in  fact,  it  is 
the  board  of  directors  that  decides. 
What  is  more,  the  contracts  are  re- 
newed—or not  renewed— annually. 
Certainly,  the  accountant  doesn't  en- 
joy losing  a  large  account. 

A  fair  statement  of  the  way  many 
managements  feel  was  contained  in  a 
recent  issue  of  the  Financial  Execu- 
tives Institute  Bulletin.  Of  other  pro- 
posed accounting  changes  to  make 
earnings  reports  more  meaningful, 
the  Bulletin  said:  ".  .  .  we  feel  that 
the  introduction  of  still  another  pro 
forma  series  would  result  in  increas- 
ing complexity— which  would  confuse 


readers  of  financial  statements  and 
make  difficult  an  objective  assessment 
of  earnings  trends." 

What  the  financial  officers  are  say- 
ing is:  "Trust  us."  But  recent  history 
hasn't  always  justified  such  trust. 

This  is  not  the  first  time  that  the 
CPAs  have  bent  to  pressure  from  their 
customers,  the  big  corporations.  In 
1962  they  declared  that  the  investment 
tax  credit  should  be  taken  into  net  in- 
come gradually.  This  was  a  logical 
move,  since  the  credit  was  associated 
with  a  long-term  asset.  It  should  not, 
ruled  the  CPAs,  be  used  to  hypo  earn- 
ings in  one  single  year.  Many  compa- 
nies simply  ignored  the  accountants' 
opinion.  Two  years  later,  the  account- 
ants meekly  bowed  to  the  pressure 
and  rewrote  their  opinion,  approving 
both  methods.  Thus  one  company 
building  a  $100-million  plant  could 
take  the  $7-million  credit  into  net  in- 
come in  one  year,  while  another  might 
take  $700,000  a  year  over  ten  years. 
The  investor  could  figure  it  all  out. 

The  investment  tax  credit  incident 
was  embarrassing  for  the  CPAs.  But 
the  merger  accounting  decision,  cou- 
pled with  more  cases  of  misleading 
earnings  reports,  may  actually  prove 
damaging.  For  more  people  are  realiz- 
ing that  the  CPAs  want  to  have  their 
cake  and  eat  it  too. 

The  CPAs  argue  that  they  should 
set  accounting  rules  for  business,  rules 
that  presumably  will  aid  and  inform 
the  public.  But,  in  the  next  breath,  the 
accountants  say  that  management,  not 
they,  must  make  the  judgments  about 
appropriate  inventory  valuation,  about 
when  a  sale  should  be  recorded  in 
profits,  about  how  an  asset  should  be 
depreciated.  If  an  earnings-per-share 
figure  is  highly  misleading,  it  is  man- 
agement's decision,  say  the  accoun- 
tants—so long,  of  course,  as  it  is  in  "ac- 
cordance with  generally  accepted  ac- 
counting principles." 

The  Worst  Yet  To  Come 

Lee  Seidler,  a  New  York  University 
professor  writing  an  accounting  news- 
letter for  Equity  Besearch  Associates, 
thinks  financial  reports  could  get  even 
worse:  "Investors  in  the  future  may 
be  faced  with  principles  which  more 
strongly  reflect  the  wishes  of  manage- 
ment than  the  present  ones." 

In  short,  it  is  becoming  increasingly 
clear  that  management,  not  the  CPA, 
is  in  the  driver's  seat  when  it  comes  to 
financial  statements.  CPAs  like  to  say 
that  accounting  is  an  art,  not  a  sci- 
ence. Their  critics  rejoin  that  if  art  it 
be,  the  corporate  treasurers  are  the 
artists.  The  auditors  merely  sign  the 
painting— and  collect  their  paychecks. 

An  extreme  judgment?  Perhaps.  But 
recent  events  have  done  little  to  dispel 
the  impression.  ■ 
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One  Hand  Giveth . . . 

In  financial  reporting  today,  what  the  balance  sheet 
giveth,  the  footnote  frequently  taketh  away.  Take 
Great  Southwest,  the  once  high-flying  realty  outfit. 


What,  another  horror  story  about 
accounting? 

Yes,  but  this  one's  a  classic. 

A  scant  year  or  so  ago,  Fort 
Worth's  (Tex.)  Great  Southwest 
Corp.  was  one  of  the  hottest  compa- 
nies in  the  real  estate  industry.  Its 
common  stock  had  a  total  market  val- 
ue of  $1.2  billion  and  sold  at  over 
$40  a  share,  up  from  the  equivalent 
of  $2  just  a  couple  of  years  before. 
GSC  produced  a  beautiful  growth 
record,  certified— in  accordance  with 
generally  accepted  accounting  princi- 
ples—by the  distinguished  accounting 
firm  of  Peat,  Marwick,  Mitchell  &  Co. 
For  1969  GSC  showed  profits  of  $34 
million— $1.08  a  share— on  revenues  of 
$144  million. 

Great  Southwest,  in  case  you  don't 
know,  was  90%  owned  by  a  subsidiary 
of  Penn  Central  Transportation  Co.  It 
was  partly  because  of  GSC's  reported 
profits  that  PC  was  able  to  report  or- 
dinary income  of  $4  million  last  year 
even  though  it  lost  $193  million  on  its 
basic  transportation  operations. 

As  it  now  turns  out,  GSC  was  al- 
most as  messed  up  as  its  parent. 

A  famous  financial  man  once  said, 
"There  are  two  kinds  of  money,  cash 
and  the  other  kind;  cash  is  worth  ten 
times  as  much  as  the  other  kind." 

GSC's  money  was  "the  other  kind." 
Fully  half  of  last  year's  profit  ($17.5 
million)  was  not  cash  but  a  paper 
gain  from  the  sale  of  GSC's  Six  Flags 
Over  Texas  amusement  park  near  Fort 


Worth.  The  park  was  sold  for  $40 
million,  but  only  $1.7  million  of  that 
was  in  cash;  the  balance  is  due  in  an- 
nual installments  through  the  end  of 
this  century. 

What  was  the  object  of  this  com- 
plex deal  that  brought  in  very  little 
real  money?  Said  one  Wall  Street  ana- 
lyst, "The  pressure  was  on,  I'm  con- 
vinced, to  produce  a  big  profit  that 
Penn  Central  could  consolidate  in  its 
own  statement.  By  creating  the  im- 
pression they  were  making  waves  in 
real  estate,  it  took  some  of  the  curse 
off  the  railroad's  performance." 

As  a  result  of  this  and  other  wheel- 
ing and  dealing,  GSC's  balance  sheet 
showed  a  huge  jump  in  mortgages 
and  notes  receivable  last  year,  from 
$31  million  to  $78  million.  A  good 
part  of  these  receivables  were  counted 
already  as  profits  even  though  the 
money  wasn't  yet  in  the  till,  and  some 
of  it  wouldn't  be  for  34  years;  in 
fact,  barely  3%  was  due  in  1970. 

Receivables?  Technically,  yes,  and 
almost  any  accountant  would  have  so 
certified  them— in  accordance  with 
generally  accepted  accounting  princi- 
ples. But  hardly  quality  receivables. 

That's  not  all.  PC  had  an  agree- 
ment with  GSC  whereby  the  latter 
was  charged  an  amount  equal  to 
95%  of  the  taxes  GSC  would  have  paid 
if  its  return  were  not  consolidated 
with  PC's.  PC  showed  this  as  a  re- 
ceivable; GSC  showed  it  as  money 
owing    to    PC.    But    what    changed 


Fun  And  Games.  Great  Southwest  showed  big  profits  on  its  amusement 
parks    in   Texas   and   Georgia.    But   it   wasn't   so   amusing   in   the    end. 


hands  was  paper,  not  money.  PC  got 
1.4  million  more  shares  of  GSC  com- 
mon for  this  and  other  GSC  debts  to 
it;  GSC  used  the  rise  in  the  stock's 
market  price  to  beef  up  its  capital  sur- 
plus by  anodier  $25  million.  When 
the  stock  price  collapsed,  both  were 
left  with  fists  full  of  paper. 
.  Great  Southwest,  in  spite  of  the 
big  numbers  in  its  financial  reports, 
was  nearly  as  strapped  for  cash  as  its 
•  parent.  A  former  GSC  officer  com- 
ments: "Practically  no  cash  was  com- 
ing in."  Meanwhile,  long-term  debt 
shot  up  from  $41  million  to  $177  mil- 
lion between  1967  and  1969;  the  com- 
pany floated  six  classes  of  preferred 
issues,  plus  options  and  warrants. 
GSC  had  to  meet  $43  million  in  ma- 
turing notes  last  year. 

Lofs  of  Fine  Print 

The  1969  balance  sheet  has  to  be 
seen  to  be  believed.  There  are  six 
pages  of  footnotes  vs.  just  three  pages 
for  the  balance  sheet  and  earnings 
statement.  The  footnotes  show  a 
hodgepodge  of  short-term  and  long- 
term  notes,  high-interest  loans  (12)4% 
and  13%  face  value),  loans  against 
GSC's  furniture,  even  advances  on  fu- 
ture construction  loans. 

With  most  of  his  $392  million  in  as- 
sets pledged,  GSC  Chairman  (now 
President)  Angus  Wynne  Jr.  made  one 
last  try  to  raise  money  in  New  York 
and  Europe  last  spring.  The  Penn 
Central  bankruptcy  put  an  end  to 
that.  Shortly  after  the  parent  filed  for 
reorganization,  Wynne  announced 
that  GSC  itself  had  a  "great  liquidity 
problem"  in  meeting  the  notes  it  had 
coming  due  this  year.  By  September 
GSC  had  begun  selling  off  some  of  its 
choicest  properties,  including  major 
parts  of  the  Macco  Coip.  subsidiary. 
It  also  suspended  payment  of  its  pre- 
ferred dividends. 

Asked  about  the  handsome-looking 
figures  that  his  firm  certified  for  Great 
Southwest— in  accordance,  of  course, 
with  generally  accepted  accounting 
principles— Peat,  Marwick,  Mitchell 
partner  Irving  Cruce  points  out  that 
the  facts  were  all  there  in  the  foot- 
notes: "The  statements  are  within  the 
parameter  of  both  SEC  regulations 
and  opinions  of  the  Accounting  Prin- 
ciples Board."  Adds  PMM  partner 
George  Shepherd:  "We  certify  the  fig- 
ures. It's  not  our  job  to  interpret 
them."  And  he's  right.  Peat,  Marwick, 
Mitchell  did  what  any  reputable  firm 
would  do.  But  that's  really  a  way  of 
saying  that  the  main  balance  sheet 
and  earnings  statement  alone  weren't 
so  useful  to  the  investor. 

Maybe  what  the  accountants  need 
is  a  way  of  distinguishing  between  the 
two  types  of  money:  cash  and  "the 
other  kind."  ■ 
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This  is  neither  an  offer  to  sell  nor  a  solicitation  oj  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 

NEW  ISSUE  September  2,  1970 

$175,000,000 

New  England  Telephone  and  Telegraph  Company 

Thirty-Nine  Year  85/s%  Debentures,  due  September  1,  2009 

Interest  payable  March  1  and  September  1 


Price  99.72% 

(Plus  accrued  interest  from  September  1, 1970) 


Copies  oj  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  jrom  only  such  oj  the  underwriters,  including 
the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co.  The  First  Boston  Corporation  Blyth  &  Co.,  Inc. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

Incorporated 

Drexel  Harriman  Ripley  duPont  Glore  Forgan  Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated  Incorporated 

Goldman,  Sachs  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes  Lazard  Freres  &  Co. 

Lehman  Brothers  Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co. 

Incorporated 

Stone  &  Webster  Securities  Corporation         Wertheim  &  Co.         White,  Weld  &  Co.         Dean  Witter  &  Co. 

Incorporated 

Bache  &  Co.  Paribas  Corporation  Tucker,  Anthony  &  R.  L.  Day 

Incorporated 

Bear,  Stearns  &  Co.  A.  G.  Becker  &  Co.  Clark,  Dodge  &  Co.  Dominick  &  Dominick, 

Incorporated  Incorporated  Incorporated 

Equitable  Securities,  Morton  &  Co.  Goodbody  &  Co.  Hallgarten  &  Co.  Harris,  Upham  &  Co. 

Incorporated  Incorporated 

Hayden,  Stone         E.  F.  Hutton  &  Company  Inc.         W.  E.  Hutton  &  Co.         Ladenburg,  Thalmann  &  Co. 

Incorporated 

F.  S.  Moseley  &  Co.  R.  W.  Pressprich  &  Co.  Reynolds  &  Co.  L.  F.  Rothschild  &  Co. 

Incorporated 

Shields  &  Company  F.  S.  Smithers  &  Co.,  Inc.  Spencer  Trask  &  Co. 

Incorporated  Incorporated 

G.  H.  Walker  &  Co.  Walston  &  Co.,  Inc.  Wood,  Struthers  &  Winthrop  Inc. 


The  place  to  be 
for  Plant  Sites. 
Transportation. 
Labor.  Markets. 
Supply  Sources. 


Every  area  has  a  good  story  to 
tell.   But  if  you're  in  electronics, 
plastics,  pharmaceuticals,  cosmetics, 
metals,  we  think  we  have  a  very 
good  story  to  tell. 

First  of  all,  there  are  over  4 
million  people  living  in  Southeast 
Pennsylvania.    In  those  millions 
there  are  enough  blue  collars, 
technicians,  engineers,  and  Ph.D's 
to  supply  the  most  specialized 
demands. 

And  our  colleges  are  training 


and  graduating  new  talents 
every  day. 

Southeast  Pennsylvania's  six 
largest  colleges  and  universities 
enroll  well  over  5000  students  in 
full-time  science  and  engineering 
programs.This  means  a  constantly 
renewed  reservoir  of  engineering 
and  scientific  graduates  available 
right  at  home  for  Southeast 
Pennsylvania  industry. 

Industry  here  now  employs 
more  chemists  than  you  can  find 


Philadelphia  Electric  Company 

AN  EQUAL  lOPPORTUNITY   EMPLOYER      ww---pw--  j 


S 


i  Boston,  New  York,  Washington, 
fiicago,  Los  Angeles  or  San 
lancisco.  The  ratio  of  scientists 
»jth  a  doctoral  degree  to  all 
sentists  is  16.3%  higher  here 
■^an  the  national  average. 

You  would  expect  an  80  billion 
■  liar  market  to  have  excellent 
t  nsportation  and  S.E.  Pennsyl- 
Viia  does.   Modern  superhighways 
I'  trucking.   A  deepwater  port 
t'"  shipping.   A  constantly  expand- 


ing air  terminal. 

And  plant  sites  all  over  the 
place.  More  than  400  of  them,  plus 
63  industrial  parks.  And  there's 
100%  financing  available  for 
qualified  companies. 

You're  also  close  to  supply 
sources.   Many  of  the  companies 
which  have  moved  in  have  done 
so  because  they're  within  easy 
trucking  distance  of  their 
supply  sources  and  markets. 


Southeast  Pennsylvania  is 
in  the  very  hub  of  the  great 
Boston-to-Washington  sprawl. 

We  can't  tell  you  everything 
in  an  ad.   There  just  isn't  space. 
But  William  Taylor,  Jr.,  Manager, 
Area  Development  Department, 
Philadelphia  Electric  Company, 
can.   Get  in  touch  with  him. 
(215)  WA  2-4700,  Ext.  570.   He'll 
tell  you  everything  you  want 
to  know. 


Serving  4  million  people  in  a  7-county  area. 

^CHESTNUT  *9     ST.,  PHILADELPHIA,  PA.     "19105    ■  #  ww— 
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Rectangular  yellow  and  green  gold  purpurin  tray.  Rim  is  finely  chased  with  acanthus  leaves  with  corners  mounted  with  foliate  moh\ 
'entered  by  cabochon  rubies  Nephrite  placques  support  gold  loop  handles  on  sides  which  are  centered  by  natural  pearls.  Workmaster 
Hendrtk    Wigstrom.  By  Carl  Faberge.  Jeweler  to  the  Czars  of  All  the  Russias.   From  the  Forbes  Magazine  Collection  of  Faberge 


Carl  Fabcrri:-  knew  his  business. 

Forbes  Magazine  knows  its  business. 

Which  is  y>       business. 

Today  over  60  J 

executives  subscribe  o  Forbes. 


An  additional  million  read 
every  issue. 

Circulation  and  advertising 
revenues  are  at  an  all-time  high. 

And  still  growing. 


Forbes  Magazine  readers  don't  just 
own  American  business. 

They  run  it. 

Forbes:  capitalist  tool 
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Faces  Behind  the  Figures 


U.N.U.? 

Surrounded  at  dinner  recently  by 
a  few  members  of  his  family— and 
some  old  friends  from  First  National 
City  Bank— Hong  Kong  tanker  mag- 
nate C.Y.  Tung  bubbled  over  with 
enthusiasm  for  his  latest  ship,  Cun- 
ard's  old  Queen  Elizabeth,  for 
which  he  successfully  bid  S3. 2  mil- 
lion in  Philadelphia  last  month. 

The  down-on-her-luck  Elizabeth 
was  saved  from  the  scrap  heap  to 
become  a  floating  university,  pos- 


sibly under  United  Nations  aus- 
pices. This  month  she  leaves  under 
her  own  power  for  Hong  Kong  and 
Singapore  to  get  a  $4.5-million 
facelift  and  overhaul.  To  save  fuel, 
one  of  her  engines  will  be  shut 
down  forever;  but  the  other  two 
provide  an  adequate  17  knots. 

The  only  other  question  is  her 
name.  When  Forbes  asked  C.Y. 
what  it  would  be,  he  replied,  "I 
have  a  little  joke  about  that— Sea- 
wise  University."  If  you're  slow  on 
puns,  spell  it  C.Y.'s  University.  ■ 


C.Y.  Tung 


The  Milwaukee  Slugger 

Back  in  the  1950s  Robert  W. 
Haack,  now  president  of  the  New 
York  Stock  Exchange,  used  to  run 
into  Lewis  D.  Thill,  a  feisty  ex-Con- 
gressman, on  the  streets  of  Mil- 
waukee, Wis.  The  meetings  were 
friendly  enough,  but  Thill  was  al- 
ready nursing  a  grudge  towards 
what  Haack  represented. 

Haack  was  then  a  partner  in  the 
Milwaukee  brokerage  house  of  Rob- 
ert Baird  &  Co.,  which  holds  a  seat 
on  the  New  York  Stock  Exchange. 
Thill  was  upset  because  his  little 
over-the-counter  firm,  Thill  Securi- 
ties Corp.,  had  to  refer  all  business 
in  Big  Board  stocks  through  mem- 
ber firms  like  Baird.  Because  the 
exchange  rules  forbid  rebates  to 
nonmembers,  the  member  firms 
collected  the  full  commission;  Thill 
got  zilch  or  at  best  a  small  premi- 
um. Some  months,  Thill  says,  his 
books  showed  "half  the  trades  were 
exchange  issues  for  which  we 
didn't  get  a  dime."  To  make  mat- 
ters worse,  member  firms  were 
wooing  away  his  best  customers, 
promising  cheaper  transactions. 

Thill  took  his  grudge  to  court  in 
1963.  He  charged  that  the  ex- 
change violates  the  antitrust  laws 
by  limiting  Big  Board  trading  to  its 
1,366  members.  (Since  brokerage 
houses  often  have  several  seats, 
there  are  only  about  600  so-called 
member  firms.)  Thill  filed  the  suit 
on  behalf  of  all  nonmembers,  and 
asked  treble  damages  of  $21  mil- 
lion for  himself.  The  case  seemed 
only  a  nuisance  action  when  Haack 
arrived  in  New  York  to  lead  the  ex- 
change in  1967.  But  now,  with 
Wall  Street  troubled  by  a  spate  of 
bankruptcies,  Thill's  grudge  is 
haunting  Haack. 

A  federal  appeals  court  in  Chi- 
cago has  handed  down  a  decision 


backing  Thill.  The  antitrust  laws 
in  some  instances  may  apply  direct- 
ly to  the  exchange,  despite  Securi- 
ties &  Exchange  Commission  regu- 
lation, wrote  Judge  William  J. 
Campbell:  "The  power  to  adopt 
rules  relating  to  the  relations  of 
members  with  nonmembers,  does 
not  in  and  of  itself  place  such  rules 
outside  the  reach  of  the  antitrust 
laws."  And  Campbell  invited   the 


SEC  and  the  Justice  Department  to 
come  in  as  the  case  goes  back  to  a 
district  court  for  a  full  trial.  If 
Campbell  is  sustained,  Thill  could 
burst  the  bars  of  the  NYSE. 

Thill,  now  66,  is  no  longer  in  the 
business,  having  quit  stock  broker- 
ing for  real  estate  in  1964.  But  he's 
still  interested.  "If  they  really  open 
up,"  he  says,  "I  would  like  to  get 
back  in."  ■ 


Thill  of  Thill  Securities 
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Faces  Behind  the  Figures 


Back  Home 

Fresh  from  the  triumph  of  having 
presided  over  the  National  Aero- 
nautics &  Space  Administration's 
moon  landings,  Dr.  Thomas  O. 
Paine  is  back  at  his  corporate  alma 
mater,  General  Electric.  He  resigned 
from  his  $42,500-a-year  position  as 
NASA  administrator  just  as  tri- 
umph was  turning  to  disappoint- 
ment in  the  form  of  massive  budg- 
et cuts.  At  GE,  he  will  be  group 
vice  president  for  power  genera- 
tion, a  job  involving  around  20%  of 
GE's  $8.4-billion  revenues.  Among 
his  problems:  putting  the  big  nu- 
clear power  operation  solidly  in  the 
black.  Besides  the  invaluable  ex- 
perience gained  at  NASA,  Paine, 
49,  got  an  incidental  dividend  from 
his  two-year  stint  away  from  GE: 
"When  I  first  went  to  NASA," 
Paine  relates,  "of  course,  I  had  to 
sell  all  my  GE  stock.  It  was  in  the 
90s  then."  It  was  selling  around  80 
recently.   ■ 

Paine  of  General  Electric 


Roth  of  UAL 


Better  Mediocrity 
Than  Disaster 

Irving  Roth  retired  last  May  as 
chief  of  the  Economics  section  of 
the  Civil  Aeronautics  Board  and 
stepped  into  UAL,  Inc.  as  a  vice 
president.  UAL's  main  business, 
United  Air  Lines,  will  be  lucky  to 
reach  the  year's  end  without  a  siz- 
able loss.  As  Roth  puts  it,  "We'll 
have  to  work  hard  to  make  1971 
mediocre." 

A  Roth  idea  may  well  keep  1971 
from  being  a  good  deal  worse  than 
mediocre.  It  calls  for  United,  TWA 
and  American  to  reduce  the  num- 
ber of  flights  on  certain  major 
routes,  including  New  York-West 
Coast,  Washington-West  Coast  and 
Chicago-West  Coast.  Result:  a  re- 
duction of  about  15%  in  theoreti- 
cal capacity  on  these  routes.  While 
still  at  the  CAB,  Roth  had  es- 
poused the  idea  in  an  interview 
with  Forbes,  and  United  is  now 
pushing  it  from  the  industry  side  of 
the  table. 


There  is  nothing  an  airline's  pres- 
ident hates  worse  than  an  idle  jet. 
Costing  from  $10  million  to  $25 
million  each,  the  big  jets  continue 
to  burn  capital  dollars  at  a  furious 
rate  even  while  idle.  However,  the 
airlines'  presidents  hate  even  worse 
to  see  planes  two-thirds  empty.  Ad- 
mittedly, it  is  a  hard  pill  for  the  in- 
dustry to  swallow.  Traditionally  ex- 
pansive, airlines  men  rarely  thought 
in  terms  of  contraction. 

The  three  airlines  figure  they 
could  save  $50  million  next  year 
from  these  capacity  reductions— 
which  is  much  more  than  the  three 
of  them  put  together  can  hope  to 
make  in  1970. 

Apparently  both  Congress  and 
the  CAB  favor  the  scheme.  And 
why  not?  It's  a  way  of  aiding 
the  hard-pressed  airlines  without 
spending  a  dime  of  government 
money,  and  at  the  same  time  with- 
out seriously  inconveniencing  the 
traveling  public. 

Anybody  want  to  buy  or  lease  a 
Boeing  or  Douglas  jet?  ■ 
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Following  His  Fancy 

While  other  companies  are  de- 
conglomerating,  well-tailored  Clay- 
ton L.  Rautbord,  president  of  Amer- 
ican Photocopy  Equipment  Co., 
has  been  conglomerating.  Two 
years  ago  his  office-equipment  com- 
pany bought  Magnum  Marine,  a 
boat  builder.  Last  year  he  added 
Bosworth  arine  (houseboats)  and 
Newport  Homes  (mobile  homes) 
last  month  Cavalier  Industries 
(trailers  and  truck  campers). 

But  Apeco's  no  budding  conglom- 
erate; Rautbord  is  just  keeping  his 
capital  busy.  Since  the  company  is 
in  good  shape  and  the  family  owns 
24?  of  the  shares,  he  sees  no  rea- 
son why  he  shouldn't  keep  it  busy 
in  things  that  interest  him.  He  en- 


Rautbord  of  Apeco 


joys  racing  his  own  Magnum  27- 
foot,  three-engine  outboard  ocean 
racer.  Mobile  homes  interest  him 
too:  He  was  an  original  investor 
in  Skyline  Corp.,  a  very  hot  mobile 
home  company  last  year,  and  when 
he  saw  Newport's  plant,  he  says, 
"I  fell  in  love  with  it." 

Shouldn't  Rautbord  be  worried 
about  International  Business  Ma- 
chines invading  the  photocopying 
business?  He  says  no.  IBM  is  mov- 
ing into  the  high-priced  end  of  the 
business  where  Xerox  reigns.  Apeco 
concentrates  on  the  low-priced 
convenience  end  of  the  business. 
And  then  Rautbord  points  to  his  re- 
sults in  fiscal  1970,  a  poor  year  for 
most:  sales  up  around  31%  in  the 
first  nine  months,  earnings  up 
smartly  36%  to  $3.4  million.  ■ 


En  Garde! 

Stocky  James  D.  Wolfensohn,  36, 
a  1956  Australian  Olympic  fencing 
team  member,  faces  only  one  prob- 
lem as  the  new  president  of  British- 
owned,  Wall  Street-based  J.  Henry 
Schroder  Banking  Corp.  In  a  way, 
he's  a  generation  too  late. 

Time    was    when    the    smallish 
(over  $400-million  assets)    Schro- 


der had  little  competition  in  help- 
ing U.S.  corporations  do  business 
abroad.  Then  multinationals  be- 
came the  vogue— and  while  Schro- 
der reaped  the  benefits,  it  also 
found  itself  surrounded  by  com- 
petitors. Soon  not  only  Chase,  First 
National  City  and  Bank  of  America, 
but  also  little-known  banks  from 
the  Midwest  and  elsewhere,  were 
hunting    for    business    from    Paris 


President  Wolfensohn  and  Chairman  Howell  of  Schroder  Banking 


to  Perth,  from  Tangiers  to  Tokyo. 

But  now,  relying  on  specialized 
services  and  experience  to  main- 
tain its  share  of  the  increasing  ac- 
tion, J.  Henry  Schroder  is  turning 
the  tables  by  drumming  up  U.S. 
domestic  business— and  Wolfen- 
sohn's  not  too  late  for  that. 

No  stranger  to  the  U.S.  (Harvard 
Business  School,  1959),  Wolfen- 
sohn is  equally  comfortable  with 
U.S.  corporations.  As  managing  di- 
rector of  Australia's  Darling  &  Co. 
(about  40%-owned  by  Schroders, 
Ltd.,  London)  Wolfensohn  assisted 
in  Australian  mergers  for  the  likes 
of  General  Foods,  Continental  Oil 
and  W.R.  Grace.  Until  recently 
chairman  of  an  Australian  venture 
capital  corporation,  Wolfensohn  is 
a  lawyer  and  former  partner  in  a 
leading  Australian  brokerage  and 
underwriting  house. 

Fresh  off  the  Queen  Elizabeth 
last  month,  Wolfensohn  and  Schro- 
der's new  chairman,  Pittsburgh- 
born  John  I.  Howell,  took  a  brisk 
walk  to  inspect  the  company's  new 
building  now  under  construction. 
One  of  the  southernmost  skyscrap- 
ers in  Manhattan,  it  has  been  a  pet 
project  of  Howell's. 

"We'll  be  doing  here  what  we've 
been  doing  around  the  world," 
Wolfensohn  said,  nimbly  dodging 
through  the  construction  debris, 
"specialized  services  in  joint  ven- 
tures, money  management,  real  es- 
tate and  investments." 

Is  he  still  fencing?  "Yes,"  said 
Wolfensohn,  while  surveying  the 
building  with  a  steady  eye,  "but  in 
a  different  league."  ■ 
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"The  Chairman  just  told 
me  our  biggest  competitor 
raised  their  net  1%  by  using 

commodity  futures. 
"There  goes  my  weekend!' 


The  word  is  getting  around. 

More  and  more  companies  are  using 
futures  as  a  management  tool. 

Yet  many  corporate  executives- 
even  ones  who  are  highly  sophisticated 
in  other  areas -still  think  of  futures  as 
a  speculator's  game. 

The  truth  is,  it's  all  in  how  you  use 
them.  That's  where  we  come  in.  We're 
equipped  to  help  you  use  futures  in  a 
sensible,  businesslike  way.  Just  as  you 
use  cost  accounting  or  any  other  man- 
agement tool. 

Here's  a  quick  rundown  on  some  of 
the  ways  your  company  might  gain  by 
using  futures. 

How  futures  may  help  you  cut  your 
procurement  costs  by  5  to  15  per- 
cent a  year. 


Without  futures,  there's  very  little 
you  can  do  to  protect  yourself  from 
higher  commodity  prices. 

You  can  try  to  step  up  buying  when 
prices  seem  low.  But  lack  of  storage 
space  and  working  capital  requirements 
limit  the  amount  you  can  buy.  In  some 
lines,  you're  also  limited  by  suppliers 
who  won't  sell  when  prices  are  low. 


With  futures,  it's  a  different  story. 
You  don't  need  any  storage  space.  And 
you  don't  tie  up  nearly  as  much  of  your 
working  capital.  (You  can  buy  or  sell  fu- 
tures on  a  margin  of  only  about  10  per- 
cent. And  most  of  that  can  be  in  the 
form  of  Treasury  Bills  on  which  you 
continue  to  collect  interest.)  Finally, 
there's  almost  never  a  shortage  of  sell- 
ers in  the  futures  market. 

Think  what  all  that  means.  Instead 
of  being  at  the  mercy  of  the  market, 
you  can  take  the  initiative  and  buy  fu- 
tures whenever  you  think  the  price  is 
right.  Then  if  prices  go  up,  you  can  sell 
them  at  a  profit. 

You'll  still  pay  more  for  the  actual 
commodity.  But  you'll  have  an  addi- 
tional profit  to  offset  your  additional 
cost. 

But  what  if  prices  go  down?  In  that 
case,  you'll  lose  money  when  you  sell 
your  futures.  But- and  this  is  a  critical 
point-the  futures  loss  will  be  just 
about  offset  by  the  lower  prices  you'll 
pay  when  you  buy  the  commodity. 

In  any  event,  futures  enable  you,  in 
effect,  to  lock  in  what  you  decide  is  a 
good  price  months  before  you  need  the 
actual  commodity.  That  makes  it  a  lot 
easier  to  plan  ahead  and  establish  re- 
alistic price  schedules. 


How  futures  can  help  your  company 
do  a  better  job  of  inventory  control 
and  marketing. 


When  you  carry  a  big  commodity 
inventory  to  feed  your  production  proc- 
ess, you're  also  shouldering  a  heavy 
price  risk.  A  plunge  in  commodity 
prices  could  put  you  at  a  severe  com- 
petitive disadvantage. 

Properly  used,  futures  can  help  pro- 
tect you  from  that  risk.  Whenever  your 
judgment  tells  you  that  prices  are 
headed  down,  you  can  sell  futures 


against  your  inventory.  If  prices  do  fall, 
you  can  earn  a  profit  by  buying  futures 
at  the  new,  lower  levels.  The  profit  will 
probably  be  large  enough  to  offset  your 
loss  on  the  inventory. 

That  same  technique  may  help  you 
in  marketing.  You  can  use  it  if  you  sell 
one  of  the  51  commodities  that  have  a 
futures  market.  Or  if  the  price  of  your 
product  moves  in  step  with  the  price 
of  a  traded  commodity. 

When  you're  in  one  of  those  posi- 
tions, futures  enable  you,  in  effect,  to 
lock  in  what  you  decide  is  a  good  sell- 
ing price  —  even  before  your  product  is 
ready  for  market. You  do  this  by  selling 
futures  whenever  you  feel  prices  are  j 
attractive.  If  prices  then  fall,  the  profit 
you  earn  on  your  futures  will  help  to 
offset  any  drop  in  your  sales  income. 
The  net  effect  would  be  to  raise  the 
average  selling  price  of  your  product. 


We  can  help  you  get  started.  With 
our  new  booklet.  And  with  a  lot 


more. 


J 


We've  just  put  out  a  new  booklet 
called  The  Hedger's  Handbook.  We 
think  you'll  find  it  an  eye-opener  when 
it  comes  to  using  commodity  futures 
in  corporate  management. 

When  you're  ready  to  move,  our 
Commodity  Account  Executives  can 
help  you  analyze  your  situation.  Tell 
you  whether  or  not  you  should  be 
using  futures.  And  help  you  set  up  a 
detailed,  year-round  program  tailored 
to  your  needs. 

To  get  your  copy  of  The  Hedger|s 
Handbook -or  just  to  talk  about  using 
futures  -  contact  Paul  H.  Franklin, 
Vice  President  and  Director  of  our 
Commodity  Division.  Call  (212)944-1212. 
Or  write  to  him  at  Merrill  Lynch, 
Pierce,  Fenner  &  Smith  Inc.,  70  Pine 
Street,  New  York,  N.Y  10005. 


Merrill  Lynch  Services  for  Management 
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The  Forbes  Index 


preliminary 

—3f- 

80  pe"°G ot  EconomrenecessiO'i  as  defined 
_  _  by  National  Bureau  ot  Economic  Research 
I D 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building7  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept,  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


JULY 138.2 

AUG 137.5 

SEPT 137.1 

OCT 137.2 

NOV 136.3 

DEC 134.5 

JAM 132.4 

FEB 130.9 

MAR 129.0 

APR 127.8 

MAY    126.1 

JUNE   125.7 

JULY 127.0 

AUG.  (prel.)     128.0 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  O.  Hooper 


Vogues  And  Values 


Few  investors  actually  invest  accord- 
ing to  abstract  concepts.  Security 
choices  usually  are  determined  more 
In  semiemotional  personality  charac- 
teristics than  by  the  application  of 
pure  logic  or  adherence  to  principle. 
In  spite  of  this,  most  people  seeking 
capital  gains  can  be  put  in  one  of  two 
categories:  those  who  seek  a  value, 
and  those  who  try  to  ride  a  trend  or 
a  vogue.  The  value-seekers  try  to  buy 
unpopularity  and  cheapness  on  the 
theory  that  in  the  long  run  the  market 
will  recognize  and  reflect  fundamen- 
tals of  worth.  The  trend  followers  try 
to  buy  popularity  and  try  to  exploit 
vogues.  To  them  fundamental  value 
and  worth  are  secondary  so  long  as 
they  get  the  desired  price  action.  In 
practice  most  of  us  think  that  we  at- 
tempt to  meld  the  two  concepts. 

Neither  in  the  May  panic  nor  in  the 
June-September  rise,  which  to  a  large 
extent  was  merely  a  correction  of  the 
May  action,  were  values  outstanding- 
ly important  in  establishing  prices. 
Pure  supply-demand  conditions  de- 
termined price.  Thus,  as  the  market 
approached  the  800  "supply  area"  in 
the  DJI,  there  were  many  prices  that 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Eichange  firm   of  W.   E.   Hutton  S  Co. 


needed  adjustment,  some  up  and  some 
down.  It  seems  inevitable,  therefore, 
that  in  the  weeks  immediately  ahead 
there  will  be  more  selectivity  and  a 
much  less  uniform  trend  in  prices. 
There  will  be  more  of  an  attempt  to 
identify  value  and  the  lack  of  it;  and 
trends  and  vogues  will  be  harder  and 
harder  to  exploit. 

Unfortunately,  however,  among 
more  active  traders,  especially  per- 
formance mutual  fund  managers, 
there  will  be  a  continued  effort  to  ob- 
tain relatively  quick  profits  in  "trend" 
stocks  rather  than  to  seek  long-term 
appreciation  in  unpopular  issues  which 
are  more  attractively  priced.  We  now 
have  a  generation  of  investment  ad- 
visors and  analysts  who,  in  all  of  their 
rather  short  careers,  have  experienced 
an  inflationary  environment  where 
speculation  has  been  encouraged  and 
investment  has  seemed  to  be  for  the 
birds.  And  few  of  us  can  completely 
isolate  ourselves  from  what  is  happen- 
ing all  around  us.  Part  of  the  game, 
.too,  is  to  understand  what's  happen- 
ing, and  how  it  is  influencing  what 
people  do. 

Success,  it  must  be  admitted,  depends 
not  so  much  on  what  you  make  as  on 
what  you  keep— and  there  are  many 


performance  seekers  who  in  late  years 
have  not  kept  as  much  as  the  value 
seekers.  In  the  stock  market  there's 
such  a  thing  as  trying  too  hard  and 
making  money  loo  fast.  Of  course, 
most  investors  under  50  think  this  is  a 
lot  of  applesauce.  It  most  certainly  is 
nonsense  for  that  small  minority  of  the 
unusually  lucky  who  are  specially  en- 
dowed people;  but  it  is  infallible  gos- 
pel for  most  of  us,  the  great  majority. 

A  Panic  of  the  Shorts 

Don't  kid  yourself  about  what  has 
been  happening  recently.  There  was 
an  unusual  volume  of  belated  and  ill- 
timed  short-selling  in  the  glamours  in 
May,  selling  which  should  have  been 
done  in  1968,  1969  and  early  this 
year;  and  when  the  trend  changed 
(as  the  market  became  overliquidated 
in  the  panic  about  liquidity)  these 
shorts  were  hopelessly  locked  in.  Much 
of  the  late  August  and  early  Septem- 
ber rise  was  nothing  but  a  panic  of 
the  shorts.  The  market  always  goes 
too  low  in  the  latter  stages  of  a  bear 
market  just  as  it  always  goes  too  high 
in  the  latter  stages  of  a  big  bull  mar- 
ket. Some  weeks  or  months  after  the 
final  lows  (or  highs)  are  recorded, 
there  is  a  sensational  reversal.  That's 
what  we  had  in  late  August  and  early 
September. 

The  investment  public  has  been  put 
on  notice,  I  think,  that  the  biggest 
bear  market  since  1937-38  made  its 
lows  on  May  26  at  the  intraday  low 
of  627.46  in  the  DJI.  In  my  opinion, 
however,  we  have  not  yet  been  told 
that  a  vigorous  new  bull  market  has 
begun.  As  this  is  written  there  has 
been    about    a    20?    recovery    in    the 
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Do  YOU 

KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  $180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
either  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

•  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  Monday  morning  you  will  receive 
an  informative  bulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mine- 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochure  which  explains  in  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  Investment  Portfolio. 


Please   send   me  tree   brochure  on   Babson's 
Investment  Advisory  Service.  Dept.  F-312 
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City  — 


-State- 


— 3      Itec — 

III 


BABSON'S  REPORTS 

Incorporated 
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Dow  and  the  May  decline  has  been 
just  about  cancelled  out.  This  is  quite 
a  rally,  and  there  is  solid  historic  re- 
sistance to  a  further  advance  right 
now  to  much  above  800. 

There's  always  a  question  in  my 
mind  as  to  whether  the  news  makes 
the  market  or  the  market  makes  the 
news.  I  suspect,  however,  that  the 
news  may  not  be  quite  so  good  in  Oc- 
tober as  in  August  and  September. 
There  are  indications  that  money  is  no 
longer  being  eased;  that  a  tremendous 
amount  of  new  financing  will  consid- 
erably increase  the  supply  of  new 
bonds  and  electric  utility  stocks;  that 
the  demands  of  labor  will  be  depress- 
ing; that  third-quarter  earnings  state- 
ments won't  be  as  good  as  those  for 
the  second  quarter.  Certainly  there 
will  not  be  as  many  shorts  to  cover. 

Assuming  that  the  DJI  goes  to  800, 
a  little  higher  or  a  little  lower,  I  can  see 
the  possibility  of  a  setback  to  some- 
where around  710  to  725.  I  hope  the 
reader  will  regard  these  figures  as 
qualitative  rather  than  arithmetical— 
because  I  think  it  is  foolhardy  to  cut  it 
too  fine.  I  just  think  that  this  advance 
has  to  be  consolidated,  and  that  little 
will  be  lost  by  refusing  to  increase 
purchases  with  the  Dow  above  760. 

Undervalued 

Readers  have  been  asking  why 
American  Smelting  (25)  does  not  act 
better  in  the  stock  market.  This  stock 
pays  $1.90  and  probably  will  earn  just 
short  of  $4  a  share  this  year.  The 
company  is  appraised  in  the  stock 
market  at  a  price  less  than  the  market 
value  of  its  holdings  in  Australia's  fab- 
ulous Mount  Isa  Mines,  giving  no 
theoretical  value  to  its  American, 
Mexican,  Canadian  and  Peruvian 
properties.  I  suppose  the  unfortunate 
political  situation  in  Peru  is  a  factor, 
and  so  is  the  weakness  in  copper 
prices  ( American  Smelting  is  of  course 
an  important  producer  of  copper).  I 
suspect  also  that  some  of  the  stock 
which  the  company  did  not  take  in  the 
tender  exchange  for  General  Cable 
may  have  come  back  on  the  market.  I 
do  think,  however,  that  American 
Smelting  common  is  one  of  the  most 
obviously  undervalued  stocks,  even 
though  I  despair  of  knowing  when 
the  public  will  buy  it.  You  know 
AS  has  a  very  small  funded  debt. 

I  don't  suppose  there  is  any  hurry 
to  buy  Pan  American  World  Airways 
(11),  but  stories  about  this  being  an- 
other Penn  Central  look  simply  wild  to 
me.  Don't  overlook  the  fact  that  this 
huge  company's  long-term  debt  is  in 
especially  good  shape  as  to  maturities 
and  that  its  short-term  debt  problems 
are  not  large  in  relation  to  the  size  of 
the  company  or  to  its  cash  flow,  which 
may  reach  around  $150  million  a  year 


shortly.  As  regards  equipment,  it  is  in 
better  shape  with  its  747s  than  any 
other  line,  and  that  should  mean  high 
efficiency  in  this  company's  long-dis- 
tance routes.  This  is  another  chance 
to  buy  extreme  unpopularity. 

Still  another  extremely  unpopular 
stock  is  Anaconda  (around  22).  The 
worst  news  about  its  large  Chilean  in- 
vestment is  out,  and,  like  most  mining 
companies,  it  has  pollution  problems. 
But  the  management  has  been  placing 
great  emphasis  on  the  development  of 
low-cost  copper  production  in  this 
country.  It  is  a  cinch  that  Anaconda 
won't  act  as  well  as  some  stocks  over 
the  near  term,  but  the  value  is  there. 
You  may  have  to  wait,  but  you  are  not 
buying  overvaluation. 

Out  of  Vogue 

A  good  stock  for  the  longer  pull, 
which  has  not  been  in  vogue  recently, 
is  Texas  Gulf  Sulphur  (17&).  This 
stock  is  way  down  in  price  and  rep- 
resents a  company  which,  in  my  opin- 
ion, now  is  less  than  50%  sulphur. 
The  management  has  been  diversify- 
ing for  years  and  now  is  in  nonfer- 
rous  metal  mining  in  a  big  way  as 
well  as  in  phosphate,  trona,  potash, 
oil  and  gas.  It  has  mining  properties 
in  various  stages  of  development  in 
Australia  and  British  Columbia. 

Something  should  be  said  about  the 
General  Motors  (73)  strike.  If  it  ends 
in  a  few  weeks,  no  great  damage  will 
be  done  to  the  economy;  but  a  long 
strike,  five  weeks  or  more,  would  hurt 
many  dependent  industries.  Most  of 
the  other  automobile  companies  use 
some  essential  parts  made  by  General 
Motors,  and  GM  provides  50%  of  the 
market  for  numerous  parts  makers. 
This  company  is  a  huge  hunk  of  the 
economy.  Whatever  happens  will  be 
only  temporary,  but  this  is  a  time 
when  General  Motors  would  be 
missed  as  a  factor  in  general  business 
improvement.  Incidentally,  I  still  like 
the  stock. 

Practically  every  oil  man  I  know 
thinks  that  Phillips  Petroleum  (27) 
has  not  yet  reflected  and  celebrated 
the  company's  discoveries  in  the  North 
Sea.  ...  If  there  is  any  one  industry 
which  is  confident  about  its  future 
over  the  next  few  years,  it  is  the  coal 
industry.  . .  .  The  large  amounts  of 
money  being  raised  by  the  electric 
utilities  through  the  sale  of  both  bonds 
and  stocks  should  assure  the  electrical 
equipment  companies  of  good  busi- 
ness over  the  next  two  years.  That 
means  business  for  General  Electric, 
Westinghouse  Electric,  McGraw-Edi- 
son,  Combustion  Engineering  and 
Bahcock  &  Wilcox.  ...  In  spite  of  the 
punishment  the  shorts  in  this  stock 
have  suffered  of  late,  I  would  avoid 
University  Computing  (around  24).  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


On  The  Comeback  Trail 


By  Labor  Day  such  broadly  based 
stock  market  averages  as  the  S&P  500 
had  already  regained  more  than  one- 
third  of  their  bear  market  loss.  Consid- 
ering that  most  of  this  was  accom- 
plished within  a  matter  of  a  few 
weeks,  such  performance  is  impres- 
sive. Good  investment-grade  stocks  are 
still  reasonably  priced,  but  they  are 
no  longer  quite  as  cheap.  It's  one 
thing  to  favor  GE  in  the  60s,  but  in 
the  80s  it  is  somewhat  less  appealing. 

I  have  not  changed  my  opinion 
that  the  bear  market  ended  four 
months  ago,  but  I  think  it  is  time  for  a 
breather.  A  period  of  consolidation  or 
perhaps  a  partial  correction  would 
seem  appropriate  at  this  stage.  It 
would  strengthen  the  foundation  for 
a  further  advance  later  on.  Any  set- 
back, however,  should  be  welcomed 
as  an  opportunity  to  complete  the  re- 
investment program. 

The  stock  market  has  chosen  to  ig- 
nore such  clouds  as  the  high  tension 
in  the  Near  East  and  uncertain  dura- 
tion of  the  GM  strike.  Instead  it 
feeds  on  the  clear  evidence  of  a  pol- 
icy of  almost  overactive  monetary  eas- 
ing by  the  Federal  Reserve  and  the 
prospect  of  declines  in  interest  rates. 

A  matter  of  concern  is  the  deterio- 
ration of  market  leadership  in  recent 
weeks.  It  seems  that  the  go-go  funds 
are  back  in  action.  The  return  of  this 
speculative  and  unsettling  element 
may  be  a  little  premature. 

Stocks  To  Consider 

But,  rather  than  blame  Nixon,  or 
tight  money,  or  inflation,  or  Vietnam 
for  our  stock  market  losses,  let  us 
put  the  responsibility  where  it  be- 
longs: on  ourselves.  The  truly  disas- 
trous losses  are  avoidable  by  just  using 
a  little  diligence  and  common  sense. 
A  bear  market  such  as  we  have  re- 
cently experienced  provides  the  com- 
paratively infrequent  opportunity  to 
buy  stocks  of  established  and  reputa- 
ble companies  at  fair  prices,  giving 
the  investor  a  chance  not  only  to  make 
profits  but  also  to  keep  them. 

One  of  the  first  stocks  to  emerge  as 
a  leader  in  the  recovery  was  du  Pont. 
It  had  not  been  a  profitable  invest- 
ment for  the  past  five  years:  Earnings 
were  stagnating  and  the  price/ earn- 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


ings  ratio  had  to  come  down  to  re- 
flect the  sad  fact  that  du  Pont  was  no 
longer  a  prime  growth  company.  This 
adjustment  now  seems  to  be  complet- 
ed, and  there  are  signs  that  the  huge 
capital  investments  of  recent  years 
(over  $2  billion  since  1965)  will  begin 
to  pay  off.  At  a  recent  price  of  120,  it 
was  selling  at  less  than  half  of  its  1965 
high  (ex  GM  distribution)  and  at  a 
sensible  multiple  of  barely  16  times 
estimated  1970  earnings. 

Equally  deserving  representation  in 
a  solid  investment  portfolio  is  Ameri- 
can Smelting  6-  Refining  (26).  Al- 
though its  earnings  tend  to  be  more 
volatile  due  to  price  fluctuations  in 
nonferrous  metals  over  which  man- 
agement has  no  control,  the  stock  has 
attraction  because  of  the  company's 
growing  involvement  in  Australian 
mining  ventures  and  other  develop- 
ments which  hold  great  promise. 
Earnings  for  1970  should  be  around 
$3.50  a  share.  The  indicated  P/  E  of  7M 
is  on  the  low  side,  even  considering 
the  more  speculative  nature  of  the 
company's  business.  The  $1.90  rate 
provides  a  liberal  return  of  7.3%. 

The  strange  marriage  of  Container 
Corp.  and  Montgomery  Ward  to  form 
Marcor  (26)  seems  to  be  working  out 
surprisingly  well.  There  appears  to  be 
a  new  dynamism  which  augurs  well 
for  the*  future.  Even  in  a  difficult 
year  for  retailers  and  container  mak- 
ers alike,  Marcor's  earnings  are  expect- 
ed to  hold  up  well,  closely  match- 
ing last  year's  $2.10  a  share. 

North  American  Philips  (23)  has 
been  slow  to  recover  from  its  severe 
bear  market  plunge,  reflecting  disap- 
pointment over  repeated  downward 
adjustments  of  earnings  expectations 
for  the  current  year  and  some  appre- 
hension over  the  merits  of  its  Rubella 
vaccine.  This  company  is  widely  di- 
versified, operating  in  the  chemical 
and  pharmaceutical,  electrical  and 
electronic  fields.  It  derives  technical 
support  from  its  parent,  the  giant 
Philips  Company  of  Holland,  which 
controls  about  two-thirds  of  North 
American  Philips  (via  the  U.S.  Phil- 
ips Trust ) .  Selling  some  60%  below  its 
high  of  last  November  and  at  about 
eleven  times  probable  1970  earnings, 
NPH  is  an  attractive,  though  more 
speculative,  commitment  despite  the 
lack  of  earnings  progress  this  year.   ■ 


on  professional  investment 
management  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  throughout  the  United 
States  and  around  the  world  have  turned  to  Roger 
E.  Spear's  Decision  Management  Plan  to  direct 
their  capital  gains  program.  And  no  wonder  .  . . 

With  more  than  40  years  of  investment  experience, 
coupled  with  advanced  computer  technology  and  a 
large,  expert  research  staff,  the  Decision  Manage- 
ment Plan  represents  the  complete  investment 
service  for  your  portfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  Plan  can  give  you  professional 
assistance. 

Roger  E.  Spear's  Decision  Management  Plan  to 
date  has  proved  particularly  helpful  in  achieving 
conservative  capital  growth  for  investors  with 
capital  ranging  from  $10,000  up  —  men  and 
women  who  appreciate  the  risks  and  seek  the  re- 
wards of  a  professionally-managed  common  stock 
portfolio. 

With  our  compliments:  "Declare  Your  Own  Divi- 
dends"— a  32-page  fact-filled  booklet  describing 
how  the  Decision  Management  Plan  can  help  you. 


SPEAR  &  STAFF,  INC. 
Dept.  MF-101 

Investment  Management  Division) 
Babson  Park.  Mass.  02157 
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RATING     1000 

CONVERTIBLES 

as  to  relative  attractiveness,  with  current 
"Best  Buys";  Plus  full  computerized  statis- 
tical information  on  all  1000  Convertible 
Bonds  and  Preferreds;  Plus  a  comprehensive 
description  of  what  Convertibles  are,  how 
they  operate,  and  how  potentially  large-scale 
opportunities  are  developing  for  profits  with 
Convertibles.  All  as  an  introductory  package 
from  one  of  the  oldest  and  most  widely- 
respected  Convertible  services  (since  1957). 
To  avoid  future  missed  opportunities,  send 
$3  to  Convertibles.  Dept.  F-809,  R.H.M.  Asso- 
ciates, 220  Fifth  Ave.,  New  York,  N.Y.  10001. 
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STOCK  TRENDS 

By  Robert  Stovall 


Asset  Leverage  Comes  Into  /ts  Own 


In  retrospect,  this  summer's  power- 
ful stock-market  rally— 23%  on  the  Dow 
Jones  industrials,  50%  and  more  on 
many  individual  stocks— may  mark  the 
beginning  of  a  broad  new  bull  market 
which  could  last  for  several  years. 

The  very  speed  of  the  advance  con- 
tained elements  of  strength.  It  has  left 
many  professionals  unusually  liquid. 
A  good  many  of  them  are  still  waiting 
for  a  second  chance  so  that  they  can 
become  aggressive  buyers  somewhere 
around  last  May's  lows.  They  are 
what  I  call  "hopeful  bears."  I  suspect 
they  are  waiting  in  vain.  A  good 
many  unlucky  portfolio  managers  will 
be  swapping  jobs  soon. 

And  it  is  not  only  the  institutions 
that  have  uncommitted  buying  pow- 
er. Individuals  who  buy  on  margin 
have  seen  their  buying  power  greatly 
enhanced  by  the  rally;  with  margins 
at  35%,  every  $1  in  paper  gains  cre- 
ates more  than  $1.50  in  added  buy- 
ing power.  The  very  important  con- 
fidence factor  has  also  improved  as 
the  big  gains  accompanied  by  expand- 
ed   trading    volume     has     mitigated 

A  guest  columnist,   Mr.  Stovall   is  a  partner  in  the 
NYSE  firm  of  Reynolds  &  Co. 


anxiety  over  internal  market  liquidity. 

As  far  as  the  economy  is  concerned, 
liquidity  still  remains  a  problem  and 
many  individuals  and  individual  com- 
panies are  still  in  for  trouble.  Fears  of 
a  general  crisis,  however,  have  di- 
minished. You  can  see  the  rising  tide 
of  confidence  in  the  way  investor  in- 
terest has  begun  to  fan  out  from  un- 
questioned quality  and  has  been  ro- 
tating among  laggard  groups. 

What  should  you  look  for  as  buying 
concentration  spreads  out  from  the 
highest  quality  stocks?  Do  not,  repeat 
not,  expect  things  to  go  back  to  the 
way  they  were  in  1967  and  1968.  You 
can  forget  about  the  kind  of  situation 
where  "pooling  of  interest"  aided  the 
"management"  of  earnings.  Forget,  too, 
about  the  nursing  home,  franchising 
and  casino  operators.  In  my  opinion, 
you  should  look  for  situations  where 
solid  assets  have,  for  one  reason  or  an- 
other, yielded  below-average  return 
in  recent  years. 

I'm  saying  that  the  honest  employ- 
ment of  assets  in  a  business  to  pro- 
duce goods  more  efficiently  is  coming 
back  into  favor.  And  that  the  wild 
use  of  leverage  and  bookkeeping  tricks 


to  buy  volume  has  been  discredited. 

In  short,  I  am  recommending  stocks 
of  companies  who  can  work  their  as- 
sets hard  rather  than  of  companies 
who  spread  them  thin.  The  chemj- 
cal,  paper,  aluminum,  petroleum  and 
cement  industries  are  examples  of 
what  I  favor.  These  are  industries 
where,  normally,  it  takes  more  than 
$1  in  assets  to  generate  $1  in  sales. 
Such  industries  have  high  breakeven 
•  points,  and  they  have  been  in  trouble 
recently  because  idle  capacity  and 
sluggish  prices  have  made  for  a  low 
return  on  assets. 

The  point  is  that  the  economy  is 
turning  in  favor  of  such  companies. 
As  business  picks  up,  their  built-in 
leverage  will  work  in  their  favor.  As 
money  costs  come  down,  they  can  go 
ahead  with  more  of  the  kind  of  capi- 
tal spending  that  cuts  labor  costs. 

Only  those  companies  that  are  fi- 
nancially strong  will  be  able  to  take 
advantage  of  this  changed  situation, 
because  while  money  is  becoming 
available  again,  it  is  not  becoming 
available  to  just  anybody.  This,  too, 
will  help  the  stronger  companies, 
since  the  weaker  ones  won't  find  it 
easy  to  borrow  money.  At  the  same 
time,  the  kind  of  expansion  that  has 
kept  capacity  ahead  of  supply  will 
certainly  slow  down;  capital  spending, 
overall,  has  already  peaked. 

While  all  this  is  going  on,  the 
steady  long-range  increase  in  demand 
continues  and  may  even  pick  up 
speed.  Demand  will  begin  catching 
up  with  capacity.  The  beneficiaries? 
Those  companies  with  access  to  cap- 
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STEEL 

Armco  Steel 
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1.17 
1.03 


CEMENT 

General  Portland  Cement 
Lone  Star  Cement 

25 
23 

4 
22 

1.45 
1.75 

1.41 
1.80 

1.36 
1.98 

0.80 
1.00 

3.3 
4.6 

16.4 
13.2 

61 
64 

0.56 
0.60 

0.95 
0.91 

PULP  &  PAPER 

International  Paper 
Scott  1'aper 

34 
26 

26 
26 

2.15 
1.80 

2.53 
1.75 

2.59 
1.75 

1.50 
1.00 

4.4 
3.8 

15.8 
14.4 

52 
56 

1.11 
0.90 

1.19 
1.14 

SYNTHE, 

Celanese 

56 

22 

4.50 

4.94 

5.41 

2.00 

3.3 

13.6 

54 

1.39 

1.01 

0.58 
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ital  for  modernization— and  those  with 
huge  investments  in  plant  and  equip- 
ment. All  this  won't  happen  overnight. 
Inhere  is  a  lag,  and  overexpansion 
may  be  a  problem  into  1971,  reflect- 
ing new  plant  starts  in  1969. 

But  once  this  operating  leverage 
starts  operating  in  their  favor,  these 
capital  intensive  industries  should  be 
in  good  shape  for  a  long  time,  for 
they  won't  have  to  worry  right  away 
about  new  competition:  You  can't 
build  new  plants  overnight  even  if 
you  can  raise  the  money. 

Favored  Stocks 

To  get  specific,  I'll  list  some  of  the 
stocks  I  like  in  this  capital  intensive 
category: 

Despite  an  earnings  downtrend  this 
year,  Rohm  &  Haas  gives  the  investor 
excellent  positioning  for  the  expected 
revival  in  automobile  production  and 
construction  activity.  Diamond  Sham- 
rock  and  Pennwalt  both  fall  in  the 
turnaround  category  and  are  interest- 
ing on  a  statistical  basis  as  well.  Per- 
haps more  good  analysts  have  broken 
their  lances  on  Union  Carbide  than  on 
recommendations  of  any  other  major 
chemical  producer  but  the  turn  may 
finally  be  at  hand;  the  company's  la- 
tent earning  power  is  probably  some 
$2  a  share  above  the  current  rate. 

Lone  Star  Cement  derives  25%  of 
its  sales  and  40%  of  its  profit  from 
Latin  American  markets,  the  balance 
coming  from  national  distribution. 
Gem  ral  Portlatul  Cement  serves  the 
Southeast  and  Southwest.  When  the 
next  building  boom  comes,  these  com- 
panies should  find  cement  industry 
oversupply  problems  behind  them. 

International  Paper  is  the  largest 
papermaking  organization  in  the 
world  and  is  basically  a  commodity 
producer.  Management  has  bestirred 
itself  to  utilize  the  enormous  asset 
base,  including  7.8  million  acres  of 
land.  Scott  Paper  concentrates  on 
consumer  paper  products,  which  are 
creatively  merchandised.  Scott  has 
brought  numerous  new  products  to 
market  in  recent  years. 

Representative  of  the  leading  alu- 
minum issues,  Reynolds  Metals  is  cur- 
rently priced  at  a  grotesquely  low 
statistical  evaluation  relative  to  past 
performance.  This  is  a  symptom  of 
widespread  belief  that  worldwide  ad- 
ditions to  aluminum  capacity  will  put 
eventual  pressure  on  ingot  prices.  The 
cancellation  of  just  a  few  plant  addi- 
tions could  change  this  prevailing  at- 
titude. Armco  and  Bethlehem  are  two 
steelmakers  possessing  gee-whiz  fun- 
damentals in  terms  of  new  capital  ad- 
ditions per  share,  operating  leverage 
and  technological  advances.  In  the  ta- 
ble (left)  are  some  statistical  high- 
lights of  these  favored  stocks.  ■ 


If  you've  lost  money 

in  the  stock  market. 

read  this: 

Is  your  portfolio  worth  less  right  now  than  it  was  a  year  ago? 

Then  perhaps  you  ought  to  abandon  the"do-it-yourself"approach 

in  favor  of  full-time  professional  investment  management— the  kind 

offered  by  Wallace  Forbes  &  Partners. 

Our  program  was  developed  by  Wallace  Forbes, former  President  of 
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A  new  'Big  Board7  symbol: 

W  G  O 

Winnebago  Industries,  Inc.,  announces  the 

listing  of  6,048,400  shares  of  common  stock 

on  the  New  York  Stock  Exchange. 

Winnebago  is  the  nation's  leading  manufacturer  of  motor  homes,  outselling 
the  total  production  of  the  next  three  largest  builders.  We  also  build  a 
complete  line  of  travel  trailers,  pickup  camper  coaches  and  truck  covers. 
In  1970  we  began  extruding  aluminum  for  our  own  use  and  outside  sales. 

WINNEBAGO'S  5-YEAR  FINANCIAL  HIGHLIGHTS 

February         February  February  February  February 

28,   1970           22,  1969  24,  1968  25,  1967  26,  1966 

Net  sales   $44,960,686  $33,404,900  $17,565,882  $8,371,375  $4,352,587 

Net  income $  3,206,142  $  2,429,713  $  1,385,261  $    512,272  $    185,552 

Retained  earnings  $  7,128,957  $  3,922,815  $  1,493,102  $    499,047  $    117,435 

Earnings  per  common  share  after 

allowing  for  preferred  dividend  ...    $            0.53  $            0.42  $            0.25  $          0.10  $          0.06 

Net  assets  per  common  share $           3.05  $           2.52  $           0.52  $         0.22  $         0.13 

FIRST  QUARTER  ENDING  MAY  30,  1970: 
Sales  up  61  per  cent  to  $21,608,436  Net  earnings  up  53  per  cent  to  $1,583,174 

To   learn   more   about   Winnebago   and  the  Mltjt  IMlJff  FH "ft  (til 

recreation  vehicle  industry,  write  today  for  W  mWmWm^MB**WBwm 

ourannual  report.  ■  ■  industries,  II1C. 

P.O.  BOX  152F  FOREST  CITY,  IOWA  50436 
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Put  FW's  68  years 
of  successful 
experience  to  work 
for  you  now 

Devoted  since  1902  to  giving  inves- 
tors the  facts  and  guidance  that 
point  to  sound  stock  values  in  every 
kind  of  market,  FW  and  its  Added 
Services  can  give  you  just  the  in- 
vestment help  you  need  to  make  the 
best  possible  decisions  regarding 
your  securities  now  and  in  the  cru- 
cial weeks  ahead.  Start  now  .  .  . 

Try  FW's  Comprehensive  Service  NOW 
on   {his    Special    $6    Introductory  Offer 

YOU  GET  ALL  THIS:  (1)  Twelve  weekly 
issues  of  FW  (2)  Three  monthly  sup- 
plements of  "INDEPENDENT  AP- 
PRAISALS" (3)  Advice-by-Mail  Privi- 
lege each  week  (4)  The  $2.75  Twelve- 
Year   (1958-1969)    Stock  Record   Book. 

MONEY-BACK  GUARANTEE-If  this  sounds 
like  $6  worth  of  tax-deductible  expense 
to  you.  just  send  payment  with  your 
name  and  address  to  Dept.  FB-101. 
Money-back  guarantee  if  not  satisfied 
within  30  days. 

FINANCIAL  WORLD 


Depl.  FB.101 
Battery     Place,    New    York. 


N.Y.     10004 


T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  IMC. 

I.  1950 

A  HO  LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund.  Inc. 

One  Charles  Center.  Dept.  B 

Baltimore,  Md.  21201  Phone  (301)  5391992 


CHAIRMAN'S  CHAIR 

By  Fred  C.  Foy 


Some  Advice  On  Stocks 

From  A  Nonstock-Market  Man 


I'm  convinced  that  New  York  bank- 
ers, financial  and  stock-market  people 
tend  to  commute  between  Cloud  Nine 
and  a  deep  sea  of  pessimism. 

Recently  the  editor  of  Forbes  asked 
me,  "Do  you  think  we're  going  on 
from  this  recession  into  a  real  depres- 
sion? What  do  business  people  in  the 
hinterland  think?" 

The  question  had  never  even  oc- 
curred to  me.  It  astonished  me.  In 
Pittsburgh,  we're  busy  making  and 
selling  goods.  We've  felt  the  recession 
enough  to  cut  some  fat  out  of  costs 
—we'll  be  better  off  for  it.  But  we 
aren't  really  worried. 

And  then  I  realized  why  this  ques- 
tion was  so  much  on  his  mind.  He  had 
been  talking  to  too  many  other  New 
Yorkers,  particularly  in  Wall  Street. 
I've  learned  that  bad  news  causes  my 
banker,  economist  and  business  friends 
in  New  York  to  sink  into  a  mutually 
fed,  mutually  magnified  melancholy. 
The  more  they  talk  to  each  other, 
the  worse  conditions  seem. 

Let's  see  how  bad  today's  recession 
really  is.  In  mid-August  The  Wall 
Street  Journal  reported  that  first-quar- 
ter corporate  profits  were  off  8%,  but 
second-quarter  profits  only  6%.  Many 
companies'  earnings  are  ahead,  not 
behind.  Is  this  a  depression,  declines 
of  8%  and  6%?  Hardly. 

Sales  have  fared  better  than  profits. 
Many  companies  have  been  even  with 
or  above  a  year  ago  in  both  quarters. 
Unit  and  overall  labor  costs  are  up, 
due  largely  to  recent  high-labor-cost 
settlements,  but  most  companies  are 
taking  action  to  cope  with  them.  Un- 
employment figures  are  up  nationally, 
but  there  are  more  people  employed 
than  at  any  time  in  history.  I  have 
talked  to  business  heads  across  the 
country.  Few  see  this  as  a  serious 
recession;  I  have  yet  to  find  a  single 
one  who  sees  it  as  the  first  phase  of 
a  depression. 

Of  course,  things  are  different  in 
Wall  Street.  Stock-market  prices  have 
slumped.  Market  volume  is  way  off, 
unemployment  way  up.  Some  invest- 
ment houses  are  in  serious  trouble,  all 
are  hurting.  But  Wall  Street  is  a  small, 


Mr.  Foy.  a  guest  columnist,  has  retired  as  chairman 
of  Hoppers  Co.  He  joined  the  company  in  1948.  be- 
came president  and  chief  executive  officer  in  1954, 
chairman  in  1955. 


specialized  segment  of  the  economy. 
Looked  at  from  the  viewpoint  of 
the  men  who  run  the  businesses  and 
produce  the  goods,  you  can  come  to 
one  conclusion:  While  stock  prices 
have  declined,  the  values  behind  the 
sounder  common  stocks  have  not. 

The  Favored  20 

In  Forbes,  Aug.  15  issue  on  page 
68,  there  is  a  list  of  1969's  20  stocks 
most  traded  in  odd  lots,  presumably 
those  liked  best  by  individual  inves- 
tors. Over  an  18-month  period  ended 
May  26,  1970,  individual  prices  of 
these  stocks  declined  by  25%  to  78%,  a 
tremendous  erosion.  But  values?  Dur- 
ing the  same  period,  profits  of  six  of 
the  20  companies  increased. 

Twelve*  of  these  20  stocks  are 
rated  either  A+  or  A  by  Standard  & 
Poor's.  Of  these,  five  had  increased 
earnings  during  the  period.  Of  the 
others,  only  one  reported  profits  off  as 
much  as  13%.  Yet  the  price  of  every 
one  of  these  stocks  dropped  by  at 
least  25%;  the  largest  by  50%. 

So  what  happened?  That  gets  me 
back  to  New  York,  the  so-called  eco- 
nomic, business  and  financial  nerve 
center  of  the  nation.  Its  bankers,  ana- 
lysts, economists  are  in  constant  touch. 
Bad  news  is  everybody's  news  at  once. 
From  New  York  it  radiates  over  a  net- 
work of  wires  and  printers.  This  flow 
of  magnified  tribulation  breeds  timid- 
ity and  caution  across  the  land. 

For  example,  a  hard-working  young 
Pittsburgh  broker  said  to  me  recently, 
"I  really  can't  recommend  anything 
but  bonds  to  my  customers  these 
days."  Why?  What's  wrong  with 
good-grade  common  stocks? 

There  are  dozens  of  stocks  which 
have  paid  uninterrupted  and  steadily 
increasing  dividends  for  years,  divi- 
dends covered  two  or  three  times  by 
profits  which  have  decreased  only 
moderately  or  not  at  all.  These  stocks 
are  selling  at  prices  unbelievably  low 
compared  with  a  year  or  so  ago.  How 
can  one  lose  with  such  stocks? 

Let's  go  back  to  those  12  A+  and 
A  rated  stocks.  Eight  of  the  12  at  re- 
cent prices  yielded  between  6%  and 

•The  twelve:  AT&T,  Eastman  Kodak,  General  Elec- 
tric, General  Motors,  General  Telephone  &  Elec- 
tronics. Gulf  Oil,  IBM,  Standard  Oil  (Calif.),  Stan- 
dard Oil  (N.J.),  Texaco,  Union  Carbide  and  Xerox. 
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One  could  be  bought  for  25%  of 
its  last  year's  high;  the  other  11  range 
from  there  to  50%  below.  All  but  one 
of  them  sold  for  eight  to  12  times 
earnings.  Does  anyone  seriously  think 
that  an  8?  or  10?  bond  will  return  a 
greater  combined  after-tax  yield  over 
ten  or  15  years  than  stocks  like  these? 

But.  you  say.  somebody  must  know- 
something.  One  reason  for  such  de- 
clines, I  suspect,  has  nothing  at  all  to 
do  with  value,  but  with  the  messing 
around  of  the  money  managers. 

Two  years  ago  growth  was  the 
golden  goal.  Over  400  mutual  funds 
and  two  or  three  times  as  many  banks, 
insurance  companies  and  pension 
funds  were  milling  around  in  the  mar- 
ket, buying  and  selling,  watching  each 
other  and  being  watched. 

Prices  and  ratios  kept  climbing  un- 
til someone  got  the  idea  that  maybe 
business  wasn't  going  to  be  so  hot  in 
months  ahead.  All  of  a  sudden  funds 
and  institutions  decided  that  prices 
were  too  high  and  scrambled  to  un- 
load. The  money  managers  strove  to 
be  ahead  of  the  trend.  Or  were  they 
breedimj  it  without  meaning  to? 

Funds  sold  stock,  institutions  sold 
stock,  people  sold  stock,  the  Dow  hit 
the  skids  And  there  was  no  reason  for 
it  at  all  because  neither  business  nor 
the  nation  has  been  hurting  that 
much.  Practically  no  dividends  have 
In  en  cut  among  solid  companies;  with 
a  tew  exceptions,  earnings  are  healthy 
even  where  they  are  off. 

Look  at  the  Figures 

There  used  to  be  a  saying  that 
good  common  stocks  bought  and  held 
were  bound  to  be  profitable  over  the 
long  haul.  Maybe  that  old  saying 
wasn't  so  dumb. 

Certainly  the  12  A  +  and  A  rated 
stocks  can  be  considered  "good  com- 
mon stocks."  Suppose  instead  of  fol- 
lowing some  hotshot  money  managers, 
you  had  bought  these  stocks  and  put 
them  away?  Look  at  the  figures: 

One  hundred  dollars  invested  in 
these  12  on  June  30,  1962  would  have 
peaked  at  $209  sometime  between 
then  and  June  30,  1970.  Only  16  of 
some  450  mutual  funds  did  as  well. 

In  the  recent  market  slide,  $100  in 
each  of  these  same  12  stocks  de- 
creased to  $65.34  between  Nov.  29, 
1968  and  May  26,  1970.  Only  59  mu- 
tual funds  did  as  well. 

My  conclusion  is  this:  A  simple 
faith  in  good  common  stocks  can  often 
produce  as  good  investment  results  as 
hyperactive  money  management.  I'm 
not  disparaging  New  York  and  Wall 
Street,  but  don't  listen  to  Wall  Street 
exclusively.  It  didn't  have  all  the  an- 
swers when  stock  prices  were  sky- 
high;  it  doesn't  have  them  all  now 
when  prices  are  way  down.   ■ 
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Do  you  really  know 

the  company  you  keep- 

or  buy,  or  sell? 

Is  your  hard-earned  capital  efficiently  invested  in  its  stock,  or 
do  other  issues  represent  better  values  for  you  in  terms  of  your 
own  personal  investment  goals? 

Do  you  know  how  the  company  earns  its  money,  how  much  it 
earns,  and  at  what  rate? 


Can  you  quickly  find  out,  without  obligat- 
ing yourself  to  anyone,  the  trend  and 
amount  of  the  company's  sales,  operat- 
ing margins,  book  value,  earnings,  divi- 
dends, dividend  pay-out  ratios,  and  price- 
earnings  ratios  for  each  of  the  past  15 
years? 

...the  company's  annual  growth  rates 
for  sales,  cash  earnings  and  net  income 
per  share  over  various  time  periods. 
. .  .or  what  the  cash  earnings  per  share 
may  average  for  the  period  3  to  5  years 
from  now? 

...the  company's  debt  and  prior  divi- 
dend obligations? 

...whether  company  insiders  have  been 
buying  or  selling  on  balance? ...  and 
what  mutual  funds  have  been  doing  in 
the  stock? 

Can  you  objectively  appraise  how  the 
stock  is  likely  to  perform  in  the  market 
(1)  during  the  next  12  months ...  (2) 
three  to  five  years  from  now ...  (3)  be- 
yond five  years  from  now? 
These  are  some  of  the  many  questions 
investors  ask  in  order  to  make  intelligent 
decisions. 

If  you  have  the  answers  to  these  ques- 
tions regarding  1400  widely  held  com- 
mon stocks,  or  if  they  are  readily  acces- 
sible to  you  in  your  own  home  or  office, 
you  probably  are  already  a  subscriber  to 
The  Value  Line  Investment  Survey. 
If  you  want  to  have  answers  that  inform 
and  fortify  your  judgment  and  keep  you 
continuously  informed  on  your  invest- 
ments after  you  have  made  them  as  well 
as  bifore  you  select  them,  you  may  be 
ready  for  the  systematic  investment 
guidance— the  research,  analyses,  disci- 
plined evaluations,  and  recommenda- 
tions provided  every  week  by  Value  Line. 

SEE  FOR  YOURSELF -AND  SEE  WHY 

We  invite  you  to  discover  The  Value  Line 
Investment  Survey  for  yourself  under  our 


30-day  money-back  guarantee:  If  you 
are  dissatisfied  with  Value  Line  for  any 
reason,  return  the  material  within  30 
days  for  a  full  and  prompt  refund. 
The  coupon  below  will  bring  you  every 
week,  for  the  term  you  check,  full-page 
repot  ts  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry 
groups... plus  the  24-page  Weekly  Sum- 
mary of  Advices  &  Index,  giving  you  Value 
Line's  latest  determinations  of  what  rel- 
ative price  changes  you  can  reasonably 
expect— and  when— for  each  of  the  1400 
stocks  under  weekly  evaluation  by  Value 
Line's  70  research  specialists . . .  plus  the 
8-page  editorial  section,  Selection  & 
Opinion,  which  includes  Value  Line's  Rec- 
ommended Stock  of  the  week  or  Special 
Situation  of  the  month  and  its  analysis 
of  the  business  and  stock  market  out- 
look. In  addition,  you  will  receive  Value 
Line's  monthly  Special  Report  on  Officer- 
Director  Transactions  and  the  quarterly 
Special  Report  on  Investment  Company 
Transactions. 

BONUS  •  With  the  annual  or  3-month 
trial  subscription,  Value  Line  will  ship  to 
you  immediately  its  2-volume  Investors 
Reference  Library,  which  will  give  you 
the  latest  reports  on  all  1400  stocks  that 
have  been  published  prior  to  your  sub- 
scription. During  the  subscription  period 
all  1400  full-page  reports  will  be  revised 
and  updated  systematically  every  13 
weeks. 

With  Value  Line  in  your  office  or  library, 
you  will  be  able  to  find  objective  and 
current  appraisals  of  the  stocks  you  buy 
. .  .or  sell .  ..or  keep. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  tor  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who  have 
had  such  a  4-week  subscription  within  the 
past  six  months. 


□    ONE  YEAR-$167                | 1    3-MONTH  TRIAL-$44 
(52  EDITIONS)                    | |    (13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus  — the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  D  Bill  me 


□ 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 
Send   me  a  4-week   intro- 
ductory subscription  to  the 
full  service  for  $5. 1  enclose 
payment. 
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.  A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDinc. 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Depl.  C 

Baltimore,  Maryland  21201  (301)  539-1992 

Name 


Address. 
City 


.State. 


Zip  Code- 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
at  10.5%   net   and   higher. 

mexletter 

INVESTMENT  COUNSEL-HAMBURGO  165 
MEXICO  6,  D.F.    TEL.  5-11-43-06 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


ABRAHAM  &  CO. 

Mambars  N«w  York  Stock  Eichanga 

and  othir  leidlni  Eichawai 

120  Broadway,  New  York,  N.  Y.  10005 


A 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Can  Stocks  Protect  .You 
From  Inflation? 


Readers'  letters  sometimes  provide 
clues  as  to  what  may  interest  others, 
and  they  are  occasionally  responsible 
for  articles  on  specific  subjects.  A  let- 
ter recently  contained  the  following 
two  questions: 

"What  has  been  the  historical  ef- 
fect upon  the  value  of  stocks  in  this 
and  other  countries  when  inflation 
starts,  when  it  is  in  progress,  and 
when  it  is  running  wild?" 

"What  would  be  the  best  place  to 
invest  funds  if  one  were  to  know  for 
certain  that  the  American  dollar  was  to 
be  devaluated  50%  one  week  hence?" 

Wow!  What  questions!  And  what  it 
would  require  to  give  an  intelligent 
and  comprehensive  answer.  The  sub- 
ject matter  is  so  broad  that  I  wouldn't 
even  have  to  admit  that  I  am  too  lazy 
to  do  the  necessary  research  and  think- 
ing; I  could  plead  that  at  my  age  I 
haven't  got  sufficient  years  left  to  com- 
plete a  project  of  this  magnitude. 
However,  the  questions  are  provoca- 
tive, and  perhaps  I  will  be  forgiven  if 
I  throw  around  a  few  ideas  which  may 
help  to  clarify  some  people's  thoughts. 

Inflation  is  not,  as  is  generally 
thought,  a  malaise  per  se.  Rather,  it  is 
a  term  describing  symptoms  which  can 
be  attributed  to  a  number  of  diver- 
gent, though  related,  diseases.  The 
classic  inflation  in  Germany  and  other 
Central  European  countries  in  the 
early  Twenties  could  be  described  as 
printing-press  inflation,  where  money 
was  being  printed  at  ever-increasing 
rates  without  any  offsetting  increase  in 
productivity.  More  recently,  on  several 
occasions  we  have  experienced  a  wage 
squeeze  inflation  where  demands  for 
increased  wages  were  not  offset  by 
increased  productivity,  causing  tem- 
porary price-increase  spirals.  (Most 
recent  experience  shows  that  the  defi- 
nition of  inflation  as  "more  and  more 
money  chasing  fewer  and  fewer 
goods"  is  not  necessarily  true. ) 

That  most  controversial  and,  in  my 
opinion,  greatest  economist,  Lord 
Keynes,  taught  us  that  in  the  long  run 
we  are  all  dead.  He  could  have  added 
that  in  the  long  run  all  prices  tend  to 
edge  upward  with  a  greater  or  smaller 
acceleration,  always  allowing  for  the 
fact  that  occasionally  a  pause  and  even 
a  slight  movement  in  the  opposite  di- 
rection can  be  seen.  Most  economists 


and  businessmen,  if  they  are  honest, 
would  have  to  admit  that  they  would 
rather  see  a  small,  gradual,  continuous 
inflationary  movement  than  anything 
else.  Ry  small,  I  mean  on  the  order  of 
a  fraction  of  1%  a  year,  rather  than 
the  whopping  5%  or  6%  we  have  been 
experiencing.  However  much  surging 
prices  may  hurt  the  modest  pensioner, 
the  business  community  at  large  and 
the  general  population  are  apt  to  bene- 
fit. Over  the  long  run  our  experience 
is  that  productivity  will  increase  at  a 
faster  rate  than  prices,  and  that  net 
real  income  will  benefit. 

Disappointing 

As  to  the  behavior  of  stocks  during 
inflation,  this  of  course  could  be  the 
subject  of  not  one  but  several  Ph.D. 
theses.  A  mere  comparison  of  price 
levels  would  not  be  sufficient,  as  in 
many  instances  price  movements  would 
be  affected  by  the  relative  growth  or 
decrease  in  importance  of  individual 
industries  as  related  to  the  entire  econ- 
omy. It  is  almost  too  obvious  to  be- 
labor this  point,  but  technical  progress 
can  and  has  destroyed  some  of  the 
giants.  Also,  relative  strengths  of  man- 
agement in  competing  companies  in 
the  same  industry  can  be  of  such  great 
significance  as  to  make  such  a  study 
little  more  than  an  interesting  but  in- 
conclusive intellectual  exercise.  One 
thing  is  certain.  Those  who  were  look- 
ing for  protection  of  purchasing  pow- 
er in  the  early  1960s  by  ownership  of 
industrial  equities  are,  by  and  large, 
sadly  disappointed  at  this  particular 
moment.  The  operative  phrase  may 
well  be  "at  this  particular  moment."  It 
is  entirely  plausible  diat  by  a  return  to 
a  greater  degree  of  monetary  normalcy 
and  an  increase  in  productivity,  even 
within  the  next  two  years  or  so,  stock 
prices  in  general  could  sufficiently  ad- 
vance to  allow  for  a  compensation 
above  the  cost  of  living. 

To  tackle  the  second  question,  a 
devaluation  of  such  staggering  size  as 
50%  could  not  take  place  without  it 
being  obvious  to  a  very  large  segment 
of  the  population.  Consequently,  the 
prevailing  prices  of  the  major  avail- 
able investments  would  have  fully,  or 
almost  fully,  discounted  such  a  step, 
and  it  would  be  a  little  late  to  try 
and  hedge.  ■ 
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Birth  Control 


The  mutual  fund  business  had  a 
population  explosion  of  its  own  in 
recent  years.  Since  1965  the  num- 
ber of  mutual  funds  has  increased 
from  376  to  846  (see  chart). 

Right  now  the  hard  facts  of  life 
are  supplying  their  version  of  birth 
control  for  baby  funds. 

As  of  June,  Woodpark  Associates 
Fund  was  dissolved  and  its  share- 
holders redeemed  their  $2  million 
in  shares.  The  fund  had  been 
started  by  advisers  to  the  Rosen- 
wald  family  ot  Sears.  Roebuck 
fame.  It  counted  on  getting  $15 
million  from  a  former  group  of  lim- 
ited partners  |  Si  e  p.  74);  launched 
last  December,  it  got  $2  million. 

Because  the  fund  was  a  no-load, 
it  did  not  have  salesmen  to  help  it 
grow.  Because  ol  the  bear  market, 
it  could  not  perform  spectacularly 
and  grow  from  tame.  The  manage- 
ment fee  of  one-half  of  If  of  net 
assets  was  nowhere  near  enough 
to  cover  expenses  and  do  what 
Woodpark  felt  was  a  good  job  for 
the  fund  "It's  just  economically  im- 
possible to  run  a  fund  with  $2  mil- 
lion—>  our  overhead  is  a  great  deal 
higher  than  your  income,"  savs 
Woodpark  vice  president  Harry 
Rownev.  I  don't  see  how  anyone 
can  run  a  fund  on  less  than  $20 
million.  It  should  be  $40  million  to 
be  profitable.  All  small  funds  are 
doomed  if  they  try  to  make  it  on 
their  own."  This  is  not  necessarily 
true  of  funds  that  are  adjuncts  to 
large  financial  institutions. 

Other  tiny  funds  in  trouble  are 
not  dissolving  as  Woodpark  did. 
Thev  are  changing  hands.  Tvpical 
is  PAW  Growth  Fund,  Inc.  PAW 
was  one  of  main-  of  the  tiny  funds 
that  were  started  on  principles  that 
could  only  be  successful  during  a 
bull  market.  It  was  a  case  of  su- 
preme overconfidence  in  the  market 
and  in  PAW  "s  management  capa- 
bilities. The  fund  was  founded  by 
the  brokerage  firm  of  Philips,  Ap- 
pel  &  Walden.  and  run  by  mod, 
sideburned  men,  hair  coiffed,  suits 
well  tailored;  their  offices  were 
studies  in  glass  with  chrome- 
topped  tables,  plush  white  couches 
and  thick-piled  carpeting. 

The  fund  cost  its  managing  bro- 
kerage firm  $75,000  to  register  with 
the  Securities  &  Exchange  Commis- 
sion and  more  than  $125,000  to 
support  for  one  year.  The  manager 


charged  no  management  fee.  In- 
stead it  would  receive  10%  of  the 
profits.  But  if  losses  were  accrued, 
the  fund  first  had  to  recoup  those 
losses  before  paying  any  future  fee. 
Faced  with  recovering  from  more 
than  a  7%  decline  in  1970,  Presi- 
dent James  A.  Walden  realized  it 
would  be  a  long  time  before  he  got 
anything  but  expenses  out  of  the 
fund.  So  PAW  was  sold  to  Jay  W. 
Kaufman  and  Co.  for  $75,000. 

Jay  Kaufman,  who  has  just 
changed  the  name  of  PAW  to  the 
Kaufman  Fund,  claims  that  he  can 
make  out  running  a  small  fund  be- 
cause he  "isn't  one  of  those  hun- 
dreds of  idiots  putting  on  a  show 
for  the  public."  He  claims  that  he 
will  use  the  services  of  many  people 
who  currently  work  for  him  on  the 
fund,  obviously  at  little  extra  cost, 
and  he  has  "no  fancy  secretaries"  to 


POPULATION 
EXPLOSION 

Nearly  one  out  of  every  three 
mutual  funds  has  come  into  be- 
ing in  the  last  two  years,  one  out 
of  two  in  the  last  five  years. 
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raise  his  overhead.  More  important- 
ly, Kaufman  has  just  changed  the 
fund  fee  contract,  so  that  he  will 
be  guaranteed  the  conventional 
one-half  of  1%  management  fee  and 
have  no  penalty  clause  in  case  of 
a  bad  year.  The  big  losers  were  the 
investors  who  initially  put  their 
capital  into  PAW.  After  paying  an 
8.5%  sales  charge  to  get  into  PAW, 
and  after  a  7.7%  decline  in  net  asset 
value,  they  lost  15.5%  of  their  mo- 
ney; over  one-third  chose  to  re- 
deem rather  than  stay  with  Kauf- 
man. Those  who  kept  their  shares 
lost  out  on  a  provision  of  PAW's 
original  contract,  which  provided 
that  in  the  event  of  losses,  the 
shareholders  would  have  enjoyed 
"free  management"  for  some  time. 

Another  tiny  fund  where  share- 
holders have  taken  a  terrible  bat- 
tering is  F-D  Capital  Inc.  Since  its 
origin  in  1956,  the  fund  has  had  six 
names  and  now  seems  certain  to 
have  a  seventh.  Redemptions  of  old 
shares  now  have  been  suspended 
as  its  manager,  First  Devonshire, 
has  been  placed  in  receivership. 
The  fund  cannot  calculate  the  net 
asset  value  of  a  share  until  it  knows 
if  sums  owed  to  it  by  First  Devon- 
shire are  collectable. 

Shareholders  in  F-D  Capital  cer- 
tainly have  had  a  bumpy  ride. 
Its  investment  policy  has  been 
changed  twice,  its  management 
three  times.  With  a  portfolio  turn- 
over of  298%  in  1969  and  235%  in 
1968,  its  performance  has  been  dis- 
mal. In  the  24  months  ended  last 
June,  redemptions  have  been  $1.4 
million,  new  investments  $330,000. 

The  operating  expenses  of  many 
small  funds  in  relation  to  their  as- 
sets has  bordered  on  the  outra- 
geous. A  giant  fund  often  has  an 
expense  ratio  of  well  under  one-half 
of  1%  of  net  assets.  Most  funds 
in  the  range  of  $10  million  in  as- 
sets are  up  to  1%.  But  Market 
Growth  Fund  (assets  $1.8  million) 
had  expenses  that  totaled  6.3%  of 
net  assets.  The  6.3%  expenses  of  the 
no-load  didn't  prevent  an  invest- 
ment in  the  fund  from  declining  an 
extraordinary  66%  in  the  latest  mar- 
ket decline  as  of  Forbes'  Mutual 
Fund  Survey  (Aug.  15).  Heritage 
Fund  (assets  $1.6  million),  after 
charging  its  new  shareholders  an 
8.5%  sales  commission,  also  ran  up 
a  4.6%  expense  ratio. 

What  was  it  that  the  go-go  types 
used  to  say  about  big  funds  being 
unable  to  produce  results? 
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A  Very  Thin  Line 

In  the  money  management  busi- 
ness, the  difference  between  a  gen- 
eral partner  and  an  investment  ad- 
viser involves,  among  other  things, 
the  method  of  compensation.  The 
general  partner  often,  but  not  al- 
ways, puts  in  a  token  amount,  but 
receives  20%  of  the  profits  he  makes 
on  the  money  he  manages.  The 
adviser  simply  collects  a  fee— usu- 
ally ranging  from  as  high  as  $2  for 
every  $100  managed,  down  to  50 
cents  or  even  less. 

The  go-go  years  were  great  years 
for  the  general  partners.  The  profits 
were  ripe  for  harvesting,  and  har- 
vest them  they  did.  But  in  1969 
and  1970  many  general  partners 
were  strictly  from  hunger.  Some 
of  them  (see  "Money  Men"  p.  36) 
have  even  decided  to  give  up  the 
business. 

Century  Partners,  an  $ll-million 
private  investment  partnership,  has 
had  as  general  partners  two  young 
men,  Richard  Hokin,  30,  and  James 
Harpel,  33.  As  partners,  they've 
earned  nothing  since  September 
1968.  Yet  their  fund  has  done  rea- 
sonably well,  relatively  speaking,  at 
least  protecting  their  investors  from 
serious  losses. 

This  summer,  therefore,  Hokin 
and  Harpel  asked  a  favor  from 
their  partners.  Citing  "a  unique  sit- 
uation which,  hopefully,  will  not 
arise  in  the  future,"  they  asked  for 
a  "strictly  voluntary"  contribution. 

"We  propose  that  a  fee  of  2%  of 
the  Oct.  1,  1969  capital  account  of 


each  limited  partner  be  paid  to  the 
general  partners."  If  all  the  limited 
partners  agree,  Forbes  estimates 
Harpel  and  Hokin  will  collect  about 
$88,000  apiece. 

They  reminded  their  limited 
partners  that,  while  there  were  no 
profits  to  be  shared,  the  limited 
partners  had  reaped  considerable 
benefits  from  their  investments  in 
Century.  While  the  Dow  Jones  in- 
dustrial average  was  down  13% 
since  Oct.  1,  1969.  Century  was 
down  only  2%.  In  dollar  terms,  the 
partners  had  done  over  $1  million 
better  than  the  DJI.  That  kind  of 
performance,  they  suggested,  was 
worth  compensation. 

Passing  the  Hat 

Harpel  and  Hokin  refer  to  their 
requested  payment  as  an  "ad  hoc 
management  fee,"  implying  that  it 
is  a  one-time  proposition  to  cover 
an  extraordinary  period.  The  ques- 
tion is:  In  asking  for  this  special 
fee,  did  the  two  young  men  step 
across  the  line  dividing  general 
partners  from  investment  advisers? 

Among  other  differences,  part- 
ners enjoy  much  greater  freedom 
and  rights  of  secrecy  than  advisers 
do.  The  latter  must  register  with 
the  Securities  &  Exchange  Commis- 
sion once  they  have  more  than  14 
clients.  Partners  do  not.  Nor  need 
they  necessarily  tell  anyone— includ- 
ing their  partners— what  is  in  their 
portfolio.  On  top  of  this,  in  bull 
markets,  partnerships  can  be  much 
more  lucrative:  Under  tax  laws  an 
adviser's  fee  is  taxable  as  regular 
income,  while  the  general  partner's 


profits  are  mainly  taxable  as  capi- 
tal gains.  All  this  gives  the  partner 
great  advantages  and  is  why  many 
smart  money  managers  refuse  to 
take  on  additional  customers. 

A  spokesman  for  the  SEC  ex- 
plains that  general  partners  often 
come  close  to  crossing  the  line  be- 
tween them  and  advisers.  Says  he: 
"Hedge  fund  managers  have  called 
themselves  general  partners,  taken 
a  chunk  of  the  profits  and  defended 
themselves  by  saying  either  I'm  not 
advising,  I'm  running  a  business,  or 
by  counting  the  partnership  (which 
usually  has  over  15  members)  as 
one  client.  Therefore  they  have  not 
registered." 

Some  money  men  worry  lest  the 
SEC  erase  the  distinction  between 
partners  and  advisers.  Woodpark 
Associates,  a  $15-million  partner- 
ship, recently  dissolved  and  sought 
to  set  up  again  as  a  mutual  fund 
(though  the  move  did  not  succeed; 
see  p.  73).  "We  knew  the  SEC 
would  eventually  want  hedge  funds 
registered  in  one  form  or  another," 
says  Woodpark  vice  president  Har- 
ry Rowney,  "and  rather  than  wait 
till  then,  we  decided  to  register  and 
get  the  jump  on  other  partnerships 
turning  into  mutual  funds." 

At  any  rate,  the  stock  market  it- 
self may  settle  the  whole  question. 
Unless  the  market  goes  back  into  a 
wildly  speculative  stage  like  that  of 
1967-1968— and  such  stages  are 
relatively  rare— most  money  men 
may  find  it  more  profitable  to  take 
a  steady,  dependable  fee  rather 
than  gamble  on  an  unpredictable 
harvest  of  profits.  ■ 


Hokin   (left)  and  Harpel  called  their  move  "an  unorthodox  proposal." 
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i Continued  from  page  9) 

ing  headlines  in  self-glorification.  Orien- 
tals practically  never  brag  about  their 
own  monetary  wealth.  A  person  is  not 
evaluated  by  his  control  of  wealth,  but 
by  his  contribution  to  his  community  or 
country.  This  is  why  Mr.  Tung  desists 
from  distributing  his  photos  at  random. 
[For  further  information  on  C.Y.  Tung, 
sec  p.  61] 

—  H.L. Soong 

Editor-in-Chief, 

Maritime  Digest 

Hong  Kong 

Let  Me  Count  the  Ways 

Sir:  As  a  blue-collar  worker,  your  edi- 
torial "Unconscionable''  (Fact  h  Com- 
ment. Aug.   IS    interested  me.  For  your 

information,  there  are  other  ways  of  los- 
ing pensions:  service  in  the  Armed 
Forces,  company  records  incomplete,  in- 
difference of  a  union,  etc.  Now  I  have 
another  job,  in  a  different  union.  Even 
though  the  company  contributes  an  hour- 
lv  Mini  for  me  toward  a  pension  that  is 
union  administered.  I  don't  believe,  un- 
less things  are  i  hanged.,  that  due  to  my 
1  will  he  able  to  put  in  enough 
credit  years  to  qualify  tor  the  pension. 

—F.J.  HlMBER 

Garfield  Heights,  Ohio 

Send  Pies? 

Sir:  I  have  a  suggestion  for  your  tag. 
15  issues:  to  wit.  an  "Annual  Pie-in- 
the-Face  Award"  to  the  mutual  fund 
that  does  the  poorest  for  that  particular 
year.  You  could  set  youi  standard  for 
the  go-go  fund  that  was  gone-gone,  or 
the  worst  trader  in  letter  stock  or  oth- 
ers. You  are  limited  onlv  by  your  inge- 
nuity and  imagination.  I  feel  confident 
that  your  readers  would  delight  in  this 
annual  event:  even  scud  pies. 

— STEPHl  \     \   \\  I  MLEY 

Erie,  Fa. 
Shearson  Bucks  the  Trend 

SiH:  The  comment  contained  in  "The 
Funds"  in  your  Sept.  1  issue  that  Shear- 
son,  Hammill  has  "started  funds  and 
gotten   a   black   eye    tor    it"    is   off   target. 

Our  one  publicly  distributed  fund  is 
Shearson  Appreciation  Fund,  Inc.,  which 
began  operations  Apr.  20,  1970.  Be- 
tween that  date  and  Sept.  18,  the  Fund 
registered  an  increase  in  net  asset  value 
of  5.2?.  This  compares  with  declines 
of  2.22  in  the  Dow.  In  about  the  same 
period  the  total  net  assets  of  all  growth- 
oriented  mutual  funds  under  $25  mil- 
lion declined  an  average  of  5.762. 

W  Vl.TEK    MaYNAKD 

Chairman, 

Shearson,  Hammill  Management  Co. 

Vice  Chairman, 

Shearson,  Hammill  &  Co. 

New  York,  N.Y. 

No  black  eye,  that— Ed. 
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Tuni  iruTC     on  the 

1  11 KJ  ULrn  1  J...  BUSINESS  OF  LIFE 


Doubt  is  not  necessarily  the  mark 
of  a  pessimist  or  a  cynic.  Some  of  the 
happiest  and  gayest  men  are  first- 
class  doubters.  They  are  distinguished 
because  they  have  the  courage  to 
face  facts.  —William  Feather 


Sayings  designed  to  raise  a  laugh 
are  generally  untrue  and  never  com- 
plimentary. Laughter  is  never  far  re- 
moved from  derision.       — Quintilian 


Speak  not  injurious  words,  neither 
in  jest  nor  earnest;  scoff  at  none  al- 
though they  give  occasion. 

—George  Washington 


He  who  praises  everybody  praises 
nobody.  —Samuel  Johnson 


It  is  a  golden  rule  that  one  should 
never  judge  men  by  their  opinions, 
but  rather  by  what  their  opinions 
make  of  them. 

— Georg  Lichtenberg 


Wind    puffs    up    empty    bladders; 
opinion,  fools.  —Socrates 


It  is  in  destroying  and  pulling  down 
that  skill  is  displayed?  The  shallowest 
understanding,  the  rudest  hand,  is 
more  than  equal  to  the  task. 

—Edmund  Burke 


A  sneer  is  the  weapon  of  the  weak. 
Like  other  weapons  of  the  devil,  it  is 
always  cunningly  ready  to  our  hand, 
and  there  is  more  poison  in  the  han- 
dle than  in  the  point. 

—James  Russell  Lowell 


It  behooves  the  minor  critic,  who 
hunts  for  blemishes,  to  be  a  little  dis- 
trustful of  his  own  sagacity. 

—Junius 


A  cynic  is  a  man  who  knows  the 
price  of  everything  and  the  value  of 
nothing.  —Oscar  Wilde 


The  pleasure  of  criticism  deprives 
us  of  that  of  being  deeply  moved  by 
beautiful  things. 

—Jean  de  la  Bruyere 


B.  C.  FORBES 

Of  all  breathing  things  the 
cynic  is  the  most  miserable,  the 
most  pitiable,  the  least  enviable. 
The  people  he  laughs  at,  the 
people  he  jeers  at,  the  people  at 
whom  he  shoots  his  cheap  little 
darts  are  a  thousand  times  better 
off  than  he,  though  his  super- 
ciliousness, his  self-worship,  his 
impenetrable  conceit  prevent 
him  from  seeing  things  as  they 
are.  Cynicism  is  a  deadly  form  of 
moral  astigmatism. 


Even  when  there  is  talent,  culture, 
knowledge,  if  there  is  not  earnestness, 
it  does  not  go  to  the  root  of  things. 

—James  F.  Clarke 


There  is  nothing  that  people  bear 
more  impatiently,  or  forgive  less,  than 
contempt;  and  an  injury  is  much  soon- 
er forgotten  than  an  insult. 

—Lord  Chesterfield 


A  sneer  is  often  the  sign  of  heart- 
less malignity.  —John  Lavater 


A  cynic  is  a  blackguard  whose 
faulty  vision  sees  things  as  they  are, 
•not  as  they  ought  to  be.  Hence  the 
custom  among  the  Scythians  of  pluck- 
ing out  a  cynic's  eyes  to  improve  his 
vision.  —Ambrose  Bierce 


I  find  the  pain  of  little  censure,  even 
when  it  is  unfounded,  is  more  acute 
than  the  pleasure  of  much  praise. 

—Thomas  Jefferson 


Most  of  our  censure  of  others  is 
only  oblique  praise  of  self,  uttered  to 
show  the  wisdom  and  superiority  of 
the  speaker.  — Tryon  Edwards 


Self-love  is  the  instrument  of  our 
preservation;  it  resembles  the  provi- 
sion for  the  reproduction  of  mankind: 
It  is  necessary,  it  gives  us  pleasure, 
and  we  must  conceal  it.      —Voltaire 


Truth  is  a  deep  kindness  that 
teaches  us  to  be  content  in  our  every- 
day life  and  share  with  the  people  the 
same  happiness.         — Kahlil  Gibran 


One  must  never  judge  the  writer 
by  the  man;  but  one  may  fairly  judge 
the  man  by  the  writer. 

—Louis  Kronenberger 


There  are  two  kinds  of  dramatic 
critics;  destructive  and  constructive.  I 
am  a  destructive.  There  are  two  kinds 
of  guns:  Krupp  and  pop. 

—George  Jean  Nath\n 


A  Text . . . 


Sent  in  by  Florence  P.  Webber, 
Bangor,  Me.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Who  is  this  that  darkeneth  counsel 
by  words  without  knowledge? 

-Job  38:2 
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Continental  Mark  ] 


The  Continentals:  the  final  step  up. 


In  this  world,  there  are  those  who  demand  something 
beyond  conventional  standards  of  prestige  and  luxury. 

That's  why  there  are  the  Continentals. 

Automatic  temperature  control  is  standard.  So  are 
Michelin  steel-belted  radial-ply  tires  and  a  full  comple- 
ment of  power  features.  Sure-Track,  the  computer-con- 
trolled anti-skid  braking  system,  is  standard  on  Mark  III, 
optional  on  Lincoln  Continental. 


At  trade-in,  a  Continental  can  prove  to  be  a  del 
investment.  In  fact,  based  on  recent  NADA  average  whc 
sale  prices,  Continental  Mark  III  returns  more  of 
original  manufacturer's  suggested  price  resulting  in  I 
highest  resale  value  of  any  luxury  car  built  in  America. 

Your  first  drive  will  persuade  you  that  a  Continenta 
more  than  just  another  luxury  car. 

These  are  cars  apart  and  above.  At  the  top  of  the  els 
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LINCOLN-MERCU. 
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The  Lincoln  Continental 


WRITE 
YOUR 

CONGRESSMAN 


and  tell  him  what  not  to  do  for  you,  what 
not  to  give  you.  Tell  him  all  you  want  of 
him  is  a  solvent  America  which  lives 
within  its  income,  whatever  that  may  be. 
Make  sure  he  knows  you  mean  it.  And 
tell  him  there  isn't  much  time. 


Tape  controlled  Lahr  Deep  Hole  Drilling  Ma- 
chine drills  6,800  holes — automatically — in  this 
forged  steel  part  for  a  nuclear  steam  generator. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 

IFORBES,  OCTOBER   15,   1970  * 


If  you  need 
a  fast,  objective 
analysis  of  plant  sites 
in  Canada  1+1 


M 


i&M$2&\ 


C/\J 


Upon  receipt  of  this 

coupon,  CN  will  contact  you  in 

order  to  prepare  a  complete  and 

fully  objective  analysis  of  plant 

sites  best  suited  to  your  company. 

This  will  include  data  on  labour,  transportation,  taxation, 

raw  materials,  geology,  etc.  If  you  are  planning  the  relocation 

or  expansion  of  your  operations  into  Canada,  CN  is  your 

first  source  of  comprehensive  and  confidential  information  — 

free  of  charge  -  without  regional  or  other  bias. 

the  site -seekers 
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When  Lewis  Carroll's  White  Rabbit  cried,Tm  latej'm  Iate7 
he  thought  he'd  lose  his  head  .That  was  a  fairy  tale. 


When  big  business  criesTIm  late,  I'm  late/ heads  will  rolLThat  isn't  a  fairy  tale. 


Incredible  as  it 
might  seem,  the 
White  Rabbit  and  the  * 
American  businessman  / 
have  more  in  common  (/i 
than  you  might  think  } 
at  first  glance. 

They  carry  watches  in 
their  waistcoat  pockets. 

They  can  fall  into  very  deep  holes. 

And  they  can  lose  their  heads  if 
they  arrive  late. 

Yet,  even  with  all  these 
similarities,  there  is  one  extremely 
important  difference  facing  the 
American  businessman  every  hour. 

It's  reality. 
(  That  guy  waiting  for  his  order 
isn't  a  figment  of  anyone's  imagination. 

And,  chances  are,  if  you  arrive 
late  with  his  order,  you  could  very 
easily  find  yourself  in  a  deeper  hole 
than  the  White  Rabbit. 

But  you  won't  be  in  any  kind  of  a 
hole  if  your  bulk  liquid   are  waiting  for 
your  customers  in  a  stor;;u;e  terminal. 

You'll  be  in  the  right  place  at  the 


right  time. 

That's  because  we  have  terminals 
near  every  major  market  in  the 
United  States.  (New  York,  Chicago, 
Milwaukee,  Portland-Vancouver, 
San  Francisco,  Los  Angeles,  Houston, 
New  Orleans,  Tampa,  Toronto, 
Montreal  or  even  Antwerp,  Belgium, 
Yokohama  and  Kobe.  Japan.) 

There  is  another  important 
consideration  facing  the  American 
businessman  every  hour,  too.  It's 
money.  And,  as  every  businessman 
knows,  spending  too  much  can  drive 
you  right  out  of  business.  There  is 
a  better,  easier  way. 

This  year,  for  instance,  more  than 
10  billion  dollars  worth  of  equipment      _|«_. 
will  be  leased  by  American  business.        GrAl#\ 

ItS  nO  Wonder.  General  American  Transportation  Corporation  Chicago,  Illinois  60680 


After  all,  building 
and  maintaining 
your  own  storage 
terminals  can  cost 
you  a  bundle  in 
cold,  hard  cash. 
But  if  you  lease,  you'll  have  your 
money  for  the  merchandising  and 
producing  of  your  own  products. 

What's  more,  when  you  work  with 
our  Terminals  division,  you  can  call 
upon  any  of  our  other  divisions  for 
assistance  on  any  job. 

It  can  be  for  research.  Or  engineer- 
ing. Or  transportation .  Or  even  banking. 

Now,  as  you  become  more  sophis- 
ticated in  the  ways  of  American  busi- 
ness, you  see  a  remarkable  connection 
between  business,  money  and  fairy 
tales. 

Because  if  you  don't  make  any 
money,  you  go  out  of  business  very 
fast. 

And  if  you  go  out  of  business, 
you'll  find  life  isn't  a  fairy  tale  very  fast 


YOU'RE  BEING  ROBBED! 


Virtually  every  time  that  you  spend 
money,  whether  at  the  supermarket,  de- 
partment store,  drugstore,  or  gas  sta- 
tion, you're  being  ROBBED!  You're 
being  duped,  hoodwinked,  and  swindled  out  of 
the  full  value  of  your  money  by  a  combination 
of  deceptive  selling  techniques  that  include 
Madison  Avenue  double-talk,  mendacious  sales- 
manship, and  insidious  labeling  and  packaging 
ploys.  Senator  WarTen  Magnuson,  the  most  alert 
consumer  watchdog  in  Congiess,  says  that  decep- 
tive selling  is  today's  "most  serious  form  of 
theft,  accounting  for  more  dollars  lost  each 
year  than  robbery,  larceny,  auto  thefts,  em- 
bezzlement, and  forgery  combined."  Sidney 
Margolius,  the  dean  of  American  consumer  writ- 
ers, asserts  that  "Never  in  the  30  years  1  have 
been  reporting  on  consumer  problems  has  the 
public  been  as  widely  and  steadily  exploited  as 
today."  And  Ralph  Nader,  the  nation's  most  re- 
nowned champion  of  consumer  rights,  states 
that  "Nowadays  consumers  are  being  manipu- 
lated and  defrauded  not  just  by  marginal, fly-by- 
night  hucksters,  but  by  America's  blue-chip  busi- 
ness firms."  In  short,  commercial  flimflammery 
is  rife  throughout  the  nation  and  the  American 
consumer  is  being  victimized  as  never  before.  As 
a  partial  antidote  to  this  widespread  fraud 
and  deception,  an  intrepid,  authoritative,  new 
publication  has  been  launched.  Its  name  is 
Moneysworth. 

Moneysworth,  as  its  name  implies,  aims  to 
see  that  you  get  full  value  for  the  money  you 
spend.  It  rates  competitive  products  as  to  best 
buys  (as  among  cameras,  hi-fi's,  automobiles, 
and  the  like);  it  offers  tips  on  how  to  save  mon- 
ey (they  will  astound  you  with  their  ingenuity); 
and  it  counsels  you  on  the  management  of  your 
personal  finances  (telling  not  only  how  to  gain 
maximum  return  on  your  investments  and  sav- 
ings, but  also  how  to  protect  your  money 
against  the  ravages  of  inflation).  In  short, 
Moneysworth  is  your  own  personal  consumer 
crusader,  trusted  stockbroker,  and  chancellor  of 
the  exchequer -all  in  one. 

Perhaps  the  best  way  to  describe  Moneys- 
worth  for  you  is  to  list  the  kinds  of  articles  it 
prints: 

Earn  12%  on  Your  Savings  (Fully  Insured) 

How  to  Buy  A  Car  for  $125  Over  Dealer's  Cost 

Inaccurate  Billing  by  the  Phone  Company 

The  Advantages  of  a  Swiss  Banking  Account 

The  New  I'. S. -Made  Minicarv  An  Evaluation 

14  Recession-Wracked  Cities  Where  Real  Estate 
Is  Selling  for  a  Pittance 

"Consuming  Fire"—  Moneysworth    takes   aim 
at  companies  that  are  defrauding  the  public. 

Unsafe   at   Any   Height— A   comparison   of   the 

safety  records  of  America's  airlines. 

A  Consumer's  Guide  to  Marijuana 

Free  Land  and  Free  Money  from  Uncle  Sam 

Stocks  that  Are  on  the  Rebound 

Send  Your  Child  to  College  Abroad 

The    Moneysworth    Co-operative-Details    of    a 
price-discount  co-op  (for  purchasing  typewriters, 
cameras,  and  the  like)  that  Moneysworth  sub- 
scribers automatically  become  members  of. 
How  Much  Are  You  Worth?-An  amazingly  sim- 
ple chart  gives  you  the  answer  in  60  seconds. 
High-Priced    Lemons—  Mechanical    failures   on 
brand-new  Imperials.Continentals,  and  Cadillacs. 
The  Link  Between  Heart  Attack  and  Coffee 
The  Economics  of  Being  Black 
Cashing  In  on  Canada's  New  "Floating"  Dollar 
Cyclamates:  Did  America  Overreact? 
How  to  Buy  Art  Without  Getting  Framed 
Critics'  Consensus-A  regular  feature  of  Moneys- 
worth  in  which  the  opinions  of  leading  book, 
record,  and  film  critics  are  tabulated. 
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Providing  Your  Teenager  with  Contraception 

"Unit-Pricing"— The  most  revolutionary  develop- 
ment in  food  stores  since  trading  stamps. 

The  Effect  of  Air  Pollution  on  Potency 
The  Great  Odometer  Gyp— How  rent-a-car  com- 
panies take  the  American  public  for  a  $10-mil- 
lion-a-year  ride. 

"No  Load"  Mutual  Funds— A  list  of  45  funds 

that  return  the  equivalent  of  an  8%  profit  at  the 

very  moment  of  investment. 

12  Ways  to  Put  the  Touch  on  Friends-And  12 

ways  to  demur. 

How  to  Buy  Medical  Insurance  Without  Trauma 

The  Encouragement  of  Reckless  Driving  by  GM, 

Chrysler,  and  Ford— Verbatim  quotes  from  their 

souped-up  ads  in  hot-rod  magazines. 

Taking  Stock  of  Your  Stockbroker— Nine  ways  to 

probe  his  probity. 

Legal  Ways  to  Beat  Sales  Taxes 

Co-ops  and  Condominiums  Explained 

"The  Safest  Car  of  19_"  -A  new  series  of  an- 
nual awards  by  the  editors  of  Moneysworth. 

How  to  Break  a  Lease 

Land  Investment  In  Australia- At  $1.20  an  acre, 
land  down  under  rates  high  among  speculators. 
How  to  Sue  Without  a  Lawyer 
The  Impending  Ban  on  Leaded  Gasoline-How 
it  should  affect  your  next  car  purchase. 
A  Guide  to  Legal  Abortion-Including  the  costs 
in  different  states. 

And  Now,  Microwave  Pollution— An  expose  of 
the  damage  wrought  to  humans  by  radar,  elec- 
tronic ovens,  and  TV  transmission. 

Social  Security's  Special  Rules  for  Women 

How  Metrecal  Hurts  Your  Diet 

Life  Insurance:  A  Legalized  Swindle— A  Hartford 
actuary  tells  why  he  believes  that  "more  than 
90%  of  American  policies  are  sold  through  mis- 
representation, deceit,  and  fraud." 

Teaching  Your  Child  the  Value  of  Money— With- 
out having  him  overvalue  it. 
How  to  Handle  Computerized  Dunning  Letters 

Taxproof  Money— A  collection  of  highly  creative, 

little-known,  perfectly  legal  gimmicks. 

How  to  Distinguish  Health  from  Hokum  at  the 

Health-Food  Store 

Blindness  Caused  by  Contact  Lenses 

Don't  Buy  U.S.  Savings  Bonds— Why  they  make 

a  terYible  investment,  how  they  undermine  sound 

government  fiscal  planning,  and  why  one  leading 

investment  counsellor  says,  "They  are  palmed  off 

mostly  on  rubes  and  financial  boobs." 

G.F.'s  New  Synthetic  Diamonds:  Will  They  Ruin 

the  Value  of  Real  Diamonds? 

The  Truth  about  Cut-Rate  Gasolines 

"No-Fault"  Insurance  Clarified 

Checking  Up  on  Your  Social  Security  Account 

That's  the  Spirit-Big  bargains  in  booze,  beer, 
and  brandy. 

Stop  Chewing  the  Fat— How  to  read  the  new 
labels  on  frankfurters. 

Free  Checks— A  list  of  200  banks  that  allow  un- 
limited writing  of  personal  checks. 
Bootleg  Birth-Control  Pills 
When  in  Doubt,  Deduct— The  ten  most  common 
forms  of  income-tax  overpayment. 
$99  Fares  to  Europe 

In  sum,  Moneysworth  is  a  hip,  trustworthy 
financial  mentor.  It  reflects  the  quint- 
essence  of  consumer   sophistication. 

In  format,  Moneysworth  is  a  newsletter.  It  is 
designed  for  instantaneous  communication  and 
easy  reference  when  you're  shopping.  It  is  pub- 
lished fortnightly.  This  ensures  you  that  the  in- 
formation in  Moneysworth  will  always  be  up- 
to-the-minute.  Product  ratings  will  appear  pre- 
cisely when  you  need  them  most  (automobiles 
and  sailboats  will  be  rated  in  the  spring,  for 


example,  and   Christmas  gifts   and   ski  equip- 
ment in  the  fall.) 

In  style,  Moneysworth  is  concise,  pragmat- 
ic, and  above  all,  useful.  It  is  also  completely 
forthright.  Moneysworth  does  not  hesitate  to 
name  brand  names  (whether  to  laud  or  lam- 
baste them),  to  identify  big  corporations  when 
they  gouge  the  public,  and  to  quote  the  actu- 
al prices  and  discounts  that  you  are  entitled  to 
and  should  be  getting.  Moneysworth  can  af- 
ford to  be  this  candid  because  it  carries  no  ad- 
vertising whatsoever;  it  is  beholden  to  no  one 
but  its  readers. 

The  editors  of  Moneysworth  are  a  team  of 
haxd-nosed,  experienced  journalists.  The  editor- 
in-chief  is  Ralph  Ginzburg,  creator  of  the  flam- 
boyant magazines  Fact,  Eros,  and  Avant-Garde. 
Mr.  Ginzburg  was  the  first  editor  to  provide  a 
platform  for  Ralph  Nader  to  express  himself  on 
the  subject  of  automobile  safety.  Moneysworth's 
publisher  is  Frank  R.  Brady,  generally  regarded 
as  one  of  the  publishing  industry's  shrewdest 
financiers.  Herb  Lubalin,  the  world's  foremost 
graphic  designer,  is  Moneysworth's  art  director. 
Together,  these  men  will  produce  the  first— 
and   only -consumer    magazine   with  charisma. 

Moneysworth  is  available  by  subscription 
only.  Its  price  is  $10  a  year.  However,  right 
now  you  may  order  a  special  introductory 
Charter  Subscription  for  ONLY  $5!  This  is 
HALF  PRICE!! 

Moreover,  we  are  so  confident  that  Moneys- 
worth  will  prove  indispensable  to  you  that  we 
are  prepared  to  make  what  is  probably  the  most 
generous  subscription  offer  in  publishing  his- 
tory: We  will  absolutely  and  unconditionally 
guarantee  that  Moneysworth  will  increase  the 
purchasing  power  of  your  income  by  at  least 
15%-or  we'll  refund  your  money  IN  FULL. 
In  other  words,  if  you  now  earn  $1 0,000  a  year, 
we'll  guarantee  that  Moneysworth  will  increase 
the  value  of  your  income  by  at  least  $l,500-ot 
you  get  your  money  back.  As  you  can  see,  a 
subscription  to  Moneysworth  is  an  absolutely 
foolproof  investment. 

To  enter  your  subscription,  simply  fill  out 
the  coupon  below  and  mail  it  with  $5  to: 
Moneysworth,  110  W.  40th  St.,  New  York, 
New  York  10018. 

We  urge  you  to  act  at  once.  Stop  being 
robbed   and   start  getting  your   Moneysworth. 


I  enclose  $5  for  a  one-year  subscription 
to  Moneysworth,  the  authoritative  new 
consumer  newsletter.  I  understand  that  I 
am  paying  only  HALF  PRICE!  Moreover, 
Moneysworth  guarantees  that  it  will  in- 
crease the  purchasing  power  of  my  in- 
come by  at  least  15%  or  I  will  get  my 
money  back  IN  FULL. 


NAME 


ADDRESS 


CITY  STATE  ZIP 
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Our  5600  postage  meter  machine. 

It  puts  in  a  good  day's  work 
even  before  it  sends  out  the  mail. 


Our  versatile  5600  does  so  much 
more  than  get  out  the  mail.  It  takes 
over  some  of  the  most  time-consum- 
ing jobs  in  various  departments  of 
your  business. 

To  start  with,  it  automatically  feeds, 
seals,  meter  stamps  and  stacks  enve- 
lopes of  practically  every  width,  length, 
thickness  and  weight.  And  then,  if  you 
order  it  with  switchable  meters,  it  can 
do  other  things,  too. 
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Like  signing  checks.  (One  meter 
acts  like  a  mechanical  hand,  signing 
and  endorsing  checks.)  So  the  ac- 
countant can  keep  his  hands  on  his 
books. 


CHK. 

M.O. 

DIS. 

TOT. 

The  check-signing  meter  can  be 
adapted  to  imprint  dates  on  invoices 
and  incoming  letters.  So  the  poor  over- 


worked assistant  doesn't  have  to  do 
that  menial  job. 


ST  000 

0-00-000 
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There's  a  UPS  register,  too.  To  give 
a  big,  helping  hand  to  the  fellow  in  the 
shipping  room  who  handles  United 
Parcel  Service. 


There's  also  a  decimal  meter  for 
bulk  third  class  mail.  So  nobody  has 
to  stay  overtime  doing  that  job. 

Our  regular  postage  meter  which 
takes  care  of  letters  and  packages, 
also  gives  your  advertising  depart- 
ment a  boost.  (If  you  don't  have  one,  it 
is  your  advertising  department.)  Be- 
cause it  can  print  a  sales  message  or 
miniature  ad  right  on  your  envelope 
while  it's  printing  your  postage.  So 
your  mail  not  only  does  business.  It 
helps  you  get  it,  too.  There's  no  mail 


jam-up  at  the  end  of  the  day.  And  only 
one  man  has  to  man  the  fort.  During 
office  hours,  only. 
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SPECIMEN 


=  006 


Our  5600  also  does  a  job  for  the 
post  office.  For  once  a  letter  is  meter- 
stamped,  it's  automatically  post- 
marked, dated  and  cancelled.  Uncle 
Sam  returns  the  favor  by  speeding 
your  mail  on  its  way. 

g^  Pitney-Bowes 

=  POSTAGE  METERS 

For  more  information,  write  Pitney-Bowes,  Inc.. 
1764  Pacific  Street,  Stamford.  Conn  .  06904  or  call 
one  of  our  190  offices  throughout  the  U.S.  and  Can- 
ada. 50  Years  of  Solving  Paper-Handling  Problems. 
Postage  Meters,  Addresser-Printers,  Folders,  Scales. 
Inserters,  Counters  &  Imprinters.  Fluidic  Controls, 
MailOpeners.  Collators.  Copiers,  Labeling,  Marking 
and  Plastic  Card  Systems. 
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Side  Lines 


FORBES  in  the  Middle  East 

The  more  Forbes  Staff  Writer  David  Pauly  poked  into  the  oil  industry, 
the  more  convinced  he  became  that  what  was  happening  to  the  oil 
companies  in  Libya  was  the  key  to  their  future  in  the  whole  Middle 
East.  Half  expecting  to  be  rebuffed  by  an  antiwestern  government,  he 
asked  the  Libyan  embassy  in  Washington  for  a  visa  and  appointments 
with  their  top  oil  officials  in  Tripoli.  To  our  amazement,  the  whole 
affair  took  only  a  few  days.  Late  last  month  Pauly  was  winging  his  way 
to  Libya. 

"It  was  a  lonely  trip  at  the  end,"  he  reports.  "On  the  Alitalia  DC-9 
from  Rome  to  Tripoli,  I  was  the  only  passenger 
in  the  97-seat  plane.  Nobody  goes  to  Libya 
these  days  who  doesn't  have  to.  The  stewardess 
went  on  the  public  address  system  for  the  first 
announcement,  but  felt  a  bit  foolish.  After  that 
I  got  my  messages  in  person  from  a  pretty  mini- 
skirted  Italian  girl."  Planes  coming  out  of  Trip- 
oli, however,  were  filled  to  capacity.  The  rigidly 
nationalistic  and  rigidly  Islamic  military  govern- 
ment is  kicking  out  the  country's  once-flourish- 
ing Italian  colony,  many  of  whose  members 
were  bom  there. 

"The  exodus  of  the  Italians  is  really  fouling 
up  life,"  Pauly  says.  "The  Italians  weren't  big 
shots,  most  of  them.  They  were  little  shopkeep- 
ers, plumbers,  electricians,  barbers.  Without 
them  it's  almost  impossible  to  have  a  normal 
life.  The  thing  is,  though,  the  Libyan  govern- 
ment just  doesn't  care.  It's  determined  to  Lib- 
yanize,  Arabify  the  country  and  doesn't  mind 
paying  a  price  for  it.  Similarly,  their  deter- 
mination to  root  out  corruption  has  brought 
construction  to  a  standstill  in  the  capital.  In  the 
old  Middle  East  baksheesh  (graft)  is  what 
makes  the  world  go,  and  it  will  take  a  long 

time  before  they  can  hope  to  have  honesty  and  efficiency  at  the 
same  time." 

Pauly  feels  that  this  kind  of  grim  determination  bodes  trouble  for 
the  oil  companies.  "It  shows,"  he  says,  "that  these  people  are  de- 
termined to  accomplish  their  goals,  cost  what  it  will." 

Incidentally,  in  their  determination  to  enforce  puritanical  Islamic 
tenets,  Libya's  austere  military  rulers  have  imposed  an  absolute 
prohibition  on  the  sale  and  consumption  of  alcoholic  beverages,  even 
wine  and  beer.  Which,  says  Pauly,  is  creating  a  boom  for  Pepsi-Cola 
and  a  whole  new  industry:  bootlegging. 

Dave  Pauly,  a  native  of  Dubuque,  Iowa  and  a  graduate  of  Marquette 
University,  came  to  Forbes  nearly  three  years  ago  from  Chicago  where 
he  spent  several  years,  first  with  Fairchild  Publications,  then  with  the 
Chicago  Daily  News.  Good  reporter  that  he  is,  Dave  went  into  the  Lib- 
yan assignment  with  an  open  mind  and  came  out  of  it  impressed 
with  what  he  describes  as:  "A  whole  new  generation  of  Arabs  who  are 
determined  to  modernize  their  society  without  abandoning  its  older 
values."  And  he  adds:  "Don't  underestimate  them." 

Story  begins  on  page  23.  ■ 


Nuclear  research 

is  all  in  a 

clay's  work. 


Just  look  at  the  new 

research  centers  and 

institutes  all  over  the  Middle 

South  area:  Mississippi's 

Research   and   Development 

Center  in  Jackson;  the 

Southwest  Experimental 

Fast  Oxide  Reactor 

(SEFOR)  in  Arkansas; 

The  Gulf  South  Research 

Institute  in  Louisiana; 

graduate  level  research 

programs  at  26  institutions 

of  higher  learning  in 

Arkansas,  Louisiana  and 

Mississippi.  In  addition, 

Middle  South  medical 

centers  are  among  the 

finest  in  the  nation.  And 

the  search  goes  on.  Write: 

Middle  South,  Box  61000, 

New  Orleans,  La.  70160 
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ARKANSAS  POWER  &  LIGHT  COMPANY 
LOUISIANA  POWER  &  LIGHT  COMPANY 
MISSISSIPPI  POWER  &  LIGHT  COMPANY 
NEW    ORLEANS    PUBLIC    SERVICE    INC 
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&  Tangents 


BUSINESS 


Rivals  in  Trouble 

The  abuse  of  drugs  has  become 
so  common  as  to  rival  alcohol  as 
a  major  management  problem;  to- 
gether they  cost  business  an  esti- 
mated $8  billion  annually  in  ab- 
senteeism, sick  leave,  accidents  and 
wasted  time  and  materials.  Al- 
though some  companies  have  al- 
ready set  up  in-company  programs, 
the  American  Management  Asso- 
ciation is  encouraging  more  to  do 
so  by  sponsoring  a  special  briefing 
in  mid-November  to  bring  man- 
agers and  mental  health  experts  to- 
gether to  discuss  ways  of  dealing 
with  the  problem. 

Sticky  Situation  (cont'd.) 

Madison  Square  Garden  and 
Transnation  Development  Corp., 
which  have  been  vying  for  Roose- 
velt Raceway  for  a  year,  finally 
came  up  with  a  plan  to  merge  all 
three  companies  into  one  big,  hap- 
py family  last  month  (Forbes, 
Sept.  15).  Both  Transnation,  which 
is  41%  owned  by  Gulf  &  Western 
Industries,  and  Roosevelt  would 
exchange  their  shares  for  Garden 
stock  valued  at  roughly  $90  mil- 
lion. It  looked  like  a  tidy  ending  to 
a  rather  messy  merger  attempt— for 
a  while.  Then,  a  few  days  after  the 
announcement,  a  Garden  share- 
holder filed  a  class  action  suit  in 
federal  court  that  seeks  the  preven- 
tion of  the  proposed  merger,  plus 
at  least  $6  million  in  damages.  If 
you're  keeping  score,  that's  the  fifth 
big  suit  the  Garden  and  its  friends 
have  been  involved  in  this  year. 

Type  Cast 

The  phototypesetting  industry 
expects  a  phenomenal  300%  growth 
in  the  next  five  years  to  $150  mil- 
lion a  year,  but  even  that  would  be 
greater  if  there  were  enough  print- 
ing business  to  utilize  the  capabili- 
ties of  the  machines.  Phototype- 
setters,  which  are  a  high  speed, 
computerized  middle  step  between 
a  manuscript  and  the  printed  page, 
are  expected  to  take  over  65%  of 
the  typesetting  market,  according 
to  a  recent  study.  The  slowest 
growth  is  expected  to  be  in  the 
highest  speed  machines,  simply  be- 
cause of  their  incredible  capabili- 


ties: Just  eight  of  the  $300,000  ma- 
chines,   working    one    shift,    could 
typeset  all  the  books  to  be  pub- 
lished in  the  U.S.  this  year. 

For  Fewer  Cubs  .  .  .  Oops,  Kids 

From  the  people  who  brought 
you  Smokey  The  Bear,  drug  abuse 
inform  afion  and  aid  to  higher  ed- 
ucation, here  comes  Family  Plan- 
ning. A  new  all-media  ad  cam- 
paign conducted  by  the  Advertis- 
ing Council,  which  organizes  free, 
public-interest  ad  projects,  is  start- 
ing to  help  create  motivation  for 
controlling  family  size.  The  new 
campaign,  sponsored  by  Planned- 
Parenthood-World  Population,  was 
conceived  as  a  way  to  build  public 
awareness  of  the  explosive  popula- 
tion growth  rate  and  the  need  to 
curb  it. 

Finders'  Fee 

Mainly  because  they  have  moved 
or  married  without  notifying  the 
companies  in  which  they  own 
stock,  some  7.5  million  of  the  30 
million  U.S.  shareholders  are  lost 
to  their  corporations.  The  lost 
stockholders  themselves  lose  on  ex- 
piring warrants  and  misdirected 
dividend  checks  amounting  to  mil- 
lions of  dollars  annually.  The  prob- 
(Continucd  on  page  110) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  □  2 
years  $15,  □  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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All  our  bankers  aren't  bankers,  anymore. 


Meet  our  merger  specialist. 

Almost  every  corporation  has  considered  playing 
the  merger/acquisition  game.  But  the  merger  game 
isn't  for  amateurs.  That's  why  we  hired  pros  like  Neale 
Bringhurst. 

First  Pennsylvania  Bank  can  now  give  you  expert 
financial  counsel  in  all  matters  pertaining  to  mergers 
and  acquisitions. 

We  can  help  you  to  determine  whether  you  should 
acquire,  be  acquired,  or  merge,  and  if  so,  we  can 


assist  you  in  seeking  out  suitable  acquisitions  or  buyers. 

If  the  buyer  or  seller  is  a  closely  held  corporation, 
we  can  determine  its  fair  market  value. 

During  the  actual  negotiations,  we  act  as  financial 
consultants,  examining  means  of  financing  acquisitions 
and  attending  to  all  related  financial  matters. 

And  everything  is  handled  with  utmost  discretion. 

If  your  company  is  thinking  merger,  take  advantage 
of  expert  advice.  From  one  of  our  unbankerlike  bankers. 

First  Pennsylvania  Bank 

The  First  Pennsylvania  Banking  and  Trust  Company 
15th  and  Chestnut  Sts.,  Philadelphia,  Pa.  19101 
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Set  your  sites  on 

Erie  County, 

Newlbrk 


READERS  SAY 


Thinking  abouta  new  plant  site?Think 
about  this:  a  recent  study  showed  that 
the  combined  state  and  local  tax  bill 
for  five  hypothetical  manufacturing 
firms  was  lower  in  Buffalo,  N.  Y.,  than 
in  five  major  industrial  cities  in  five 
different  states. 

And  that's  for  companies  already  es- 
tablished. For  new  industry  coming 
into  the  area,  it's  even  better.  We  have 


all  kinds  of  special  tax-saving  incen- 
tives available.  Tax  advantages  that 
can  give  your  Erie  County  plant  site 
a  strong  head  start  in  today's  com- 
petitive market. 

Say  the  word  and  we'll  send  you  a 
raft  of  reference  material  on  the  many 
industrial  advantages  offered  by  Erie 
County.  Low  corporate  taxes  is  only 
one  of  them.  But  it's  a  darn  good  one. 


Our  corporate  tax  bite 
is  more  like  a  nibble 


ECONOMIC  DEVELOPMENT  DEPARTMENT 

Buflalo  Area  Chamber  of  Commerce 

238  Mam  Street,  Buffalo,  New  York  14202 

Ye  led  in  learning  more  about  new  industry  advantages  offered  by  Erie  County.  Please 

forw  ■  ire  to: 

Name , 

Compa: . 

Address 


L 
12 


City  . 


State 


Zip  Code 


Investor  Psychology 

Sir:  I  didn't  react  as  Mr.  Moffett  did, 
but  "Side  Lines"  (  Forbes,  Sept.  1 )  led 
me  to  page  43  and  Mr.  John  King's  eco- 
nomic analysis.  Mr.  King's  observations 
are  totally  in  agreement  with  mine.  The 
one  thing  he  omits  is:  What  changes  the 
behavioral  psychology  of  the  consumer? 

—Norma  M.  Van  Schiack 
Evanston,  111. 

Sir:  Regarding  the  Moffett  article,  last 
summer  I  did  a  pilot  study  on  the  moti- 
vations of  Milwaukee  investors  and  found 
no  reasonable  patterns.  As  a  longtime 
market  researcher,  I  have  always  found 
that  human  behavior  in  the  marketplace 
makes  sense.  I  think  we'll  have  to  dig 
pretty  deep  to  understand  the  behavior 
of  investors. 

—Gerald  C.F.  Allen 

Director,  Research  &  Marketing, 

McDonald  Davis  Schmidt,  Inc. 

Milwaukee,  Wis. 

Sir:  I  believe  Mr.  King  doesn't  go  far 
enough.  We  should  address  ourselves  to 
tlie  question:  What  makes  the  public 
optimistic  or  pessimistic?  The  answer  is 
growth  or  decline  in  the  liquidity  of  the 
money  supply. 

—Marty  Berger 
South  Hackensack,  N.J. 

The  Power  and  fhe  Force 

Sir:  Why  did  you  not  mention  Mag- 
ma Power  in  your  "Pollutionless  Power" 
item  (Trends  6-  Tangents,  Sept.  1)?  They 
are  into  this  development  along  with 
both  Union  Oil  and  Pacific  Gas  &  Elec- 
tric. Although  not  very  big  nor  wealthy, 
they've  been  the  driving  force  and  drill- 
ers behind  much  of  this  development. 

— R.P.  Alexander 
Reclondo  Beach,  Calif. 

Incentive  Fees  for  Funds 

Sir:  The  article  pertaining  to  the  in- 
centive fees  paid  to  some  mutual  fund 
management  companies  in  the  Sept.  1 
issue  0'-  57)  concluded  that  such  fees 
were  a  farce  unless  fund  managers  were 
penalized  for  poor  performance  as  well 
as  rewarded  for  good  performance.  The 
conclusion,  which  I  believe  is  question- 
able, becomes  entirely  unsatisfactory 
when  one  examines  the  specific  fee  struc- 
tures of  those  funds  cited.  A  valid  con- 
clusion as  to  the  fairness  of  such  fees 
should  only  be  made  after  a  thorough 
examination  of  the  entire  fee  structure  of 
a  fund  inasmuch  as  an  incentive  fee 
may  prove  to  be  a  relatively  minute  ex- 
pense when  compared  to  other  share- 
holder expenses. 

The  Mates  Investment  Fund  is  cited 
as  having  a  "relatively  high  base  fee. 
The  base  management  fee  of  three-quar- 
ters of  1%  may  be  somewhat  higher  than 
that  of  other  funds,  but  the  overall  fee 
structurtr  of  the  fund  is  certainly  com- 
(Continued  on  page  15) 
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Every  rent  a  car  company  will 

rent  you  a  car.  And  that's  where 

the  comparison  ends. 


Hertz 


Thereareaboutl5,000placesinthis 
country  where  you  can  rent  a  car. 
They  go  from  local  guys  with 
a  handful  of  cars  to 
national  companies 
with  thousands. 
Some  merely  hand  you 
the  keys  to  a  car. 
Some,  in  comparison 

to  the  Ones  Who  do        We  can  rent  you  a  car  at  overa* 
nothing  do  a  lot.  nundred  airports  you've  never  heard  of. 

But  nobody  else  does  everything  Hertz  does. 
First,  we  make  it  easier  to  rent  a  car. 

We  can  have  a  car  waiting 
:  for  you  in  any  of  over  100 
countries, 
in  practically 
every  major 
airport,  and 
i  in  many  that 
aren't  so 
major. 
If  you 
want  to  rent 

We  not  only  rent  you  a  car,     ^   "4LL*'    **  ^**  ***  OYiQ 
we  can  tell  you  places  to  take  it.         ^^^^  city  and 

drop  it  off  in  any  of  over  1500  others,  we'll 
arrange  it  for  a  small  drop-off  charge. 
(In  50  U.S.  cities  and  many  overseas,  there's 
no  drop-off  charge.  Ask  us  for  details.) 

In  a  number  of  cities,  we  have 
the  only  office  where  you  can  rent  a  car 
or  return  it  at  any  hour  of  the  day 
.  or  night. 

And  you  can  reserve  a 
car  at  any  Hertz  office  in 
the  U.S.  by  calling 
one  toll-free  number : 
800-654-3131. 

If  you  want  to  drive 
something  other  than  a  regular 
Ford  Galaxie,  ask  for  it  when  you 


-■. 


make  your  reservation.  You  can  rent  new 
Ford  Torinos,  Mustangs,  Lincoln  Continen- 
tals, Mercury  Cougars,  and  about  28  other 
kinds  of  cars,  including  convertibles,  station 
wagons,  sports  cars,  and  even  trucks. 

Most  of  these  things  help  you  when  you 
rent  or  return  the  car.  But  we've 
learned  that  people  can  use  a  lot  of 
help  in  between.  If  you  don't  know 
where  to  go,  and  don't  know 
how  to  get  there,  we  can     j> 

help.  We  Ve  We  know  places  where  <d^Z0i&> 
printed  a       you  can  ward  off  an  attack    ^VL 
manual  for  of  m'dn'ght  hungries. 

most  every  major 
city  in  the  U.S.  It  tells 
you  where  to  find  a 
good  hotel,  a  decent 
restaurant,  how  much 
to  tip,  etc.  And  once 
you  know  where  you 
want  to  go,  there  are 
maps  in  the  manual  to 
show  you  how  to  get  there. 

Lastly,  we  rent  you  a  Ford  that's 
probably  better  maintained  than  the  car 
you  left  at  home,  a  car  that's  checked 
out,  washed,  and  serviced  everytime  it's 
rented.  After  all  this,  you  could 
expect  Hertz  rates  to  be  higher. 
Generally,  they  are  not.  In  most 
cities,  they  start  as  low  as 
$7.47  a  day  and  100  a  mile 
for  a  minimum  of  7  days, 
for  a  weekend,  or  even  a 
2-day  holiday.  (Insurance 
is  included,  gas  is  not. ) 

But  as  you  can  tell,  we're 
not  just  a  place  to  rent  a  car. 
We  consider  it  our  business  to 
help  people  travel  as  pain- 
lessly as  possible. 


We'll  rent  you  a  Ford  your  wife 

might  never  dream  of  letting  you  own. 

Call  800-654-3131. 


Hertz 


You  don't  just  rent  a  car.  You  rent  a  company. 


FORBES,    OCTOBER    15,    1970 


13 


In  1909,  we  started  teaching  people  how  to  do  more 
about  disease  than  die  from  it. 


At  the  turn  of  the  century, 
an  appalling  number  of  people 
died  from  diseases  which,  even 
then,  were  either  preventable 
or  curable. 

Since  many  of  them  were 
insured  by  Metropolitan  Life, 
we  had  a  chance  to  study  their 
death  certificates.  Which  led 
us  to  discover  something  even 
more  appalling  —  the  number 
who  died  without  a  doctor  in 
attendance. 

So  we  started  a  visiting 


nurse  service  for  our  policy- 
holders and  their  families,  to 
fight  the  spread  of  disease  with 
the  spread  of  medical  knowl- 
edge. 

By  1952,  we'd  made  over 
100  million  house  calls. 

By  1953,  Visiting  Nurse 
Associations  had  taken  over 
from  us  in  the  field  of  nursing. 
Leaving  us  free  to  tackle  other 
problems  in  the  field  of  health. 

This  year,  for  example, 
weVe  working  with  a  large  med- 


ical center  to  investigate  ways 
of  holding  down  the  cost  of 
medical  care,  without  cutting 
down  the  personal  attention  a 
doctor  gives  his  patients. 

As  a  life  insurance  com- 
pany, we  want  people  to  live. 
And  as  human  beings,  we  want 
even  more  for  them  to  live  in 
health. 

^^  Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 
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(Continued  from  page  12) 

t 

parable  to,  if  not  lower,  than  most.  The 
fund  does  not,  for  example,  charge  a 
sales  commission  (load),  does  not  have 
a  redemption  fee  and  does  not  provide 
management  with  an  incentive  fc^.  In 
addition,  at  no  time  has  the  net  asset 
value  of  the  fund  declined  to  the  extent 
cited  in  your  article. 

—Robert  J.  Volpert 

Director  of  Public  Relations, 

Mates  Management  Co.,  Inc. 

New  York.  X.V. 

How  fo  Talk  Back 

Sir:  Alone  with  many  other  Americans, 
I  have  suffered  at  the  circuits  of  the 
computer  and  so  was  delighted  with 
your  comments  in  the  Sept.  1  issue  (Fact 
tr  Comment).  The  only  person  I  ever 
knew  who  absolutely  got  the  Inst  of  a 

Computer     was     a     classmate     [who     was] 

repeatedly  dunned  about  some  matter 
via  the  multihole  card.  In  a  fit  of  anger, 
he  grabbed  a  standard  punch  of  the  type 

used  by  conductors  and  made  the  card  a 
good  deal  holier.  He  returned  it  and  nev- 
er heard  from  the  concern  again.  All  of 
us  liked  to  think  that  the  computer  was 
short  circuited  into  oblivion. 

-William  L.  Newmeyeb  III 
San  Francisco,  ( 'alit. 

Sir:  You  suggest  an  ombudsman  for 
the  victims  of  unyielding  computers 
Ma)  I  suggest  instead  that  management 
insist  that  flexibility  he  programmed,  that 
there  are  avenues  for  human  interven- 
tion. If  you  are  considering  a  computer- 
ized system  to  replace  an  existing  one, 
consider  the  effects.  If  the  old  flexibility 
of  a  manual  system  cannot  be  retained 
or  improved  at  a  savings  in  cost,  thru 
don't  computerize. 

— Arch  C.  Dams  III 
Systems  Analyst, 

Princeton  University 
Princeton.  N.J. 

More  on  the  Midi 

Sir:  I  feel  that  Pete  Hamill's  remarks 
about  midi-wearing  women  were  unnec- 
essarily harsh  and  very  exaggerated 
(Forbes,  Sept.  15).  And,  as  Eugenia 
Sheppard  says:  "The  plain  truth  is  that, 
whether  the  skirts  are  long  or  short,  the 
same  women  will  always  look  chic  and 
beautiful  and  the  rest  will  look  dowdy." 
I'm  not  anti-mini,  midi  or  maxi.  Personal- 
ly, I  like  them  all.  I'm  just  anti  anyone 
who  criticizes  or  stereotypes  a  woman  just 
because  of  the  length  of  her  skirt. 

— S.  Grimm 
Short  Hills,  N.J. 

Sir:  The  media  has  created  a  pseudo- 
event;  the  revolt  against  the  midi.  It 
does  not  exist.  With  the  return  of  con- 
sumer confidence  and  a  higher  Dow 
Jones  average,  the  money  will  be  spent, 
as  it  always  has  been,  on  something  new 
(Continued  on  page  109) 


And  you  get  them  in 

Oakland/Alameda  County's  "Grow  West"  kit. 

Here  is  a  sampling: 

Fact  #1 —Oakland /Alameda  County's  transportation  /distribution 
capability  allows  flexibility  in  marketing:  107  major  trucking  com- 
panies, three  transcontinental  railroads,  headquarters  for  the 
nation's  two  largest  supplemental  air  carriers,  and  a  containerization 
port  that  is  the  largest  on  the  Pacific  Coast  and  the  second  largest 
in  the  world. 

Fact  #2  —  Oakland/Alameda  County's  favorable  research  and  devel- 
opment climate  allows  you  to  draw  upon  a  vast  pool  of  scientific 
talent  in  setting  up  your  own  research  facilities,  or  you  can  contract 
for  R&D  services  with  one  of  the  many  public  and  private  research 
groups  already  here. 

Facts  #3  through  8  deal  with  labor  supply,  material  resources,  energy 
for  industry,  education,  living  style,  per  capita  income,  and  govern- 
mental services  .  .  . 

...  all  the  facts  your  site  committee  needs,  plus  aerial  photographs 
and  details  of  a  sampling  of  industrial  sites  now  available. 

Send  for  Oakland/Alameda  County's  "Grow  West"  kit  now, 
and  get  all  the  facts! 


Oakland  I  Alameda  Cou 


Clip  this  coupon  to  your  letterhead  and  send  to: 

New  Industries  Committee,  Suite  201 

1320  Webster  Street 

Oakland,  CA  94612  (Phone  (415)  451-7800) 


ALAMEDA  ■  ALBANY  •  BERKELEY  •  EMERYVILLE 
FREMONT  •  HAYWARD  •  LIVERMORE  •  NEWARK 
OAKLAND  •  PIEDMONT  •  PLEASANTON  •  SAN  LEANDRO 
UNION  CITY  •  RURAL  ALAMEDA  COUNTY 
Unincorporated  Areas:  CASTRO  VALLEY  •  DUBLIN  •  SAN  LORENZO 


Name- 


.Title- 


Company- 

Address 

City 


State- 


-Zip- 
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introduces 

all-monolithic 

technology, 

memory  and  logic. 
And  a  new 

computer  that 

makes  the  most 

of  it: 


System/370 
Model  145. 


You  might  call  it  a  new  era  of  computers, 

or  a  new  generation,  or  a  technological  breakthrough. 

But  what  really  counts  is  what  it  means  to  you. 


The  hottest  concept  in  computer  technology 

System/370  Model  145  is  the  first  general- 
purpose  business  computer  with  100%  monolithic 
circuitry.  Including  main  storage. 

The  use  of  this  technology  with  its  very  high 
circuit  density  cuts  main  storage  space  in  half. 

Monolithic  technology  also  speeds  up  the  com- 
puting process.  And  improves  reliability  as  well. 

New  advancements  in  speed  , 

Model  1 45  is  3  to  5  times  faster  than  System/360 
Model  40.  5  to  11  times  faster  than  System/360 
Model  30. 

And  that's  another  reason  it's  the  natural  sys- 
tem to  move  up  to  if  you're  a  Model  30  or  40  user. 

Features,  features,  features 

Like  the  other  computers  in  the  System/370 
line,  Model  145  is  newly  engineered  inside  and  out. 
If  s  loaded  with  features. 

Like  four  selector  channels.  So  you  can  run 
more  jobs  and  get  more  work  done  in  the  same  time. 

Like  reloadable  control  storage.  So  you  can 
have  features  like  block  multiplexing,  1400  and  7010 


compatibility,  and  DOS  emulation  at  no  extra 
charge. 

Like  our  new  low-cost,  high-speed  disk  facility 
(the  2319)  that  holds  87  million  characters.  And 
attaches  directly  to  the  system  without  the  need  for 
a  separate  control  unit. 

System/370:  IBM's  computer  line  for  the  '70s 

With  System/370,  whatever  you've  got  to  get 
out  gets  out  a  lot  faster. 

With  any  model,  you  can  get  our  new  high- 
speed printer  (the  3211).  It  fires  out  numbers  and 
letters  at  the  rate  of  2000  lines  a  minute.  Faster  than 
you  can  blink. 

With  any  model,  you  can  also  get  our  new  high- 
speed disk  facility  (the  3330).  It  can  hold  up  to  3V2 
times  more  information  than  our  current  files.  800 
million  characters  in  all.  And  it  can  send  it  into  your 
computer  up  to  2!/2  times  faster.  At  a  rate  of  806  thou- 
sand characters  per  second. 

We  think  it's  the  best  file  around. 

Revolutionary  new  product  line 

But  perhaps  the  most  amazing  thing  of  all  is 
that  we've  been  able  to  make  System/370  this 
advanced  while  still  making  it  compatible  with 
System/360. 

And  you  also  know  with  IBM  you  have  the 
support  of  the  most  complete  program  library  in  the 
world.  As  well  as  the  support  of  our  Systems  Engi- 
neering and  Education  services. 

We've  used  a  lot  of  words  to  describe  System/370 
Model  145.  Like  100%  monolithic  circuitry.  Like 
faster  speeds.  Increased  performance.  New  features. 
Greater  reliability. 

These  words  aren't  empty  chatter. 

Everything  we've  said  is  backed  up  by  hard  facts. 

Our  products  change.  But  our  philosophy 
doesn't.  We  want  you  to  get  the  most  out  of  your 


computer  system. 

System/370.The  performance  computers  for  the  seventies. 


IBM 


Eleven  questions 

for  presidents 

considering 

a  computer  installation 


If  you  are  contemplating  a  major 
data  processing  center,  here  are 
eleven  questions  you  should  be 
asking  your  staff: 

•  Will  the  choice  of  location  for  the 
center  best  serve  your  interests  — 
immediately  as  well  as  in  thefuture? 

•  Will  the  layout  of  the  center  incor- 
porate the  most  efficient  flow  of 
traffic  among  those  departments 
that  support  or  depend  on  it? 

•  Will  the  plan  permit  maximum  in- 
ternal flexibility  for  adding  and  re- 
arranging peripheral  equipment? 

•  Will  it  have  adequate  provisions 
for  physical  expansion  to  accom- 
modate additional  "hardware"  and 
staff? 

•  Will  the  center  have  built-in  oper- 
ational reliability? 

•  Will  it  have  safety  features  to  help 
protect  your  investment  as  well  as 
service  commitments? 

•  Will  it  have  provisions  for  main- 
taining information  security? 

•  Will  the  working  environment  at- 


tract and  hold  the  skilled  personnel 
you  require  to  get  the  maximum 
benefit  from  your  investment? 

•  Will  the  capital  cost  of  the  new  in- 
stallation bear  a  realistic  relation- 
ship to  the  anticipated  benefits? 

•  Will  the  planning,  design  and  con- 
struction of  the  computer  center  be 
handled  so  as  to  assure  on-schedule 
and  within-budget  completion? 

•  Do  you  have  the  internal  resources 
to  plan  the  new  installation  to  as- 
sure satisfactory  answers  to  all 
these  questions? 

An  Austin  FACILITY  ANALYSIS  will 
help  answer  them.  It  is  one  of  seven 
Austin  engineering-economic- 
consulting  services  which  are  an 
important  initial  step  in  a  systems 
approach  to  the  development  of 
solutions  to  plant  facility  problems. 

Austin  specialists  begin  by  analyz- 
ing your  objectives  as  well  as  the 
methods  available  to  attain  them. 
Alternative  solutions  are  carefully 


studied  with  the  aim  of  combining 
all  resources  —  men,  machinery, 
materials,  and  money  —  into  the 
most  effective  answer  to  your  prob- 
lem. This  systems  approach,  based 
on  nearly  a  century  of  service  to 
commerce  and  industry,  produces 
measurable  benefits  in  time,  effort, 
and  money  for  Austin  clients. 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


WALL  STREET  JOURNAL 


\ 


AND 

HOW  IS  BUSINESS 

TURNING  OUT 

THIS  YEAR? 

It  is  not  often  that  a  cartoon  can  answer  a  complex  eco- 
nomic question,  hut  this  one,  from  that  extraordinary  and 
invaluable  national  business  daily,  The  Wall  Street  Jour- 
nal, may  come  close. 

OKAY,   FIX  IT,   BUT 

Our  exports  in  recent  years  have  increased  negligibly 
while  our  imports  have  soared.  This  trade  imbalance  weak- 
ens the  dollar,  weakens  our  power  posture  in  the  world. 

Quite  rightly,  the  Nixon  Administration  has  set  as  an 
important  tjoal  an  increase  in  exports  by  some  dozen  $billion 
during  the  next  three  to  four  years.  To  "make  it  more 
worthwhile  for  American  companies  that  make  things  here 
to  sell  more  of  these  things  overseas,  the  Treasury  Depart- 
ment has  urged  a  tax-incentive  plan  setting  up  "DISCs," 
which  would  in  effect  reduce  the  current  tax  rate  on  in- 

A  FIRST  AND 

As  the  whole  automobile  insurance  business  has  gotten 
chaos-ier  and  chaos-ier  for  all  hands,  at  long  last  a  first  and 
vital  step  has  been  made  that  should  help  the  situation. 
Massachusetts  has  enacted  a  "no-fault"  plan  whereby  those 
injured  in  auto  accidents  can  collect  up  to  $2,000  for 
medical  expenses  and  other  costs  without  going  to  court. 

Unfortunately,  the  Massachusetts  effort  has  been  com- 
pletely screwed  up  by  throwing  into  this  essential  reform 
other  stuff  that  threatens  to  make  the  new  effort  unwork- 
able for  reasons  quite  other  than  the  no-fault  provision. 

As  it  is  now,  automobile  liability  insurance  costs  soar 
annually  to  the  point  where  it  is  virtually  unaffordable  for 
an  ever-larger  number  of  people  who  must  nevertheless 
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"We're  expecting  a  tremendous  year— might 
even  break  even." 

DON'T  ABANDON  IT 

come  from  exports  to  half  of  the  tax  rates  on  profits  from 
products  sold  here. 

This  proposal  has  been  criticized  on  the  grounds  that 
as  now  written  it  would  not  achieve  the  objective  and 
would  cost  the  Government  sizable  revenues. 

Okay,  if  that's  the  case,  rewrite  the  proposal  so  it  better 
accomplishes  the  objectives.  Don't,  however,  abandon  the 
idea  of  making  it  worthwhile  for  companies  to  make  things 
here  and  sell  them  there.  We  ourselves  and  our  dollars 
both  sorely  need  sharply  increased  exports. 

GOOD  STEP 

use  their  cars;  in  most  states  you  cannot  use  your  car  with- 
out such  insurance;  it  takes  either  close  friendship  or  other 
manner  of  means  even  to  be  considered  for  such  insurance. 
And,  with  it,  accident  victims  recover  only  about  20!  of 
their  direct  losses.  The  insurers  lose  their  shirts. 

Most  courts  are  backed  up  for  years  on  cases  attempting 
to  establish  who  was  at  fault  in  every  accident,  and  then 
in  trying  to  collect.  The  administration  of  justice  suffers, 
and  there's  little  justice  for  those  who  need  and  seek  it. 

The  only  ones  benefiting  from  the  present  system  are 
the  lawyers  with  auto  accident  cases.  Their  Neediness 
(some  of  their  clients  would  spell  it  widi  a  Gr  instead 
of  an   N)    should   no   longer   be   considered   paramount. 

19 


COULD   WE   BE   WKONG? 


You  and  I  and  everybody  else  able  to  read  or  to  hear— 
with  the  exception  ol  those  In  lead  and  gas— have  joined 
the  seemingly  sensible  conservationist  cry,  "Let's  get  the 
lead  "Mi  nl  j'as  and  live  longer." 

But,  whaddaya  know,  those  Bin  Bad  Selfish  Lead  and 
Oil  Interests  are  finally  il  faintly  having  their  demurring 
■. ,  heard. 

And  il  even  some  ol  what  lliey  say  is  righl  or  half  right, 

we  ought  to  pause  before  we  plunge  billions  ol  antipollu- 
tion dollars  into  a  program  thai  conceivably  should  be 
among  the  las)  Instead  ol  the  first  In  ecological  priority. 

Il  would  appear  that  llie  lead  in  eras  doesn't   pel    '<    flflfl 

gerou8ly  loul  the  air,  lis  principal  crime  is  in  fouling  up  the 
automobile  Industry's  present  exhaust  defouling  devices. 
Von  doubtless  know  jnsi  as  little  as  I  d<>  about  die  tech- 
nical aspects  ol  auto  exhaust  depollution  gadgets,  but  I'll 

Warrant  that  week  by  week  in  lab  alter  lab  Important  new 

approaches,  new  technology,  new  gizmos  are  being  in- 
vented 01  developed  thai  will  accomplish  the  purpose  in 
oihei  ways  than  those  devices  available  al  the  moment. 


II  taking  the  lead  out  of  gasoline— even  though  it  cost 

billions— would  cure  or  even  substantially  reduce  exhaust 
pollution,  it  would  have  to  be  spent,   lint   if  a  bit  different 

and  better  antipolluting  device  on  which  the  lead  in  gaso- 
line has  no  effect  is  around  the  comer,  should  we  plunge 
precipitously  down  the  lead-out  road  when  billions 
involved  mighl  be  nearly  irrelevant  to  a  meaningful  solu- 
tion? Instead  ol  penalty-taxing  leaded  ^as,  it  has  been  sutr- 
gested  thai  a  penalty  on  automobile  horsepower  would  con- 
tribute vastly  more  and  more  quickly  to  the  reduction  of 

foulness  In  the  aii  because  smaller  engines  pour  oul  less. 

And,  al  a  lime  ol  concern  lor  oil  reserves,  taking  the  lead 
additives   out    will   result    in   8/8   less  efficiency   lor   present 

day  engines;  will  involve  a  88  greater  use  of  gas  than  is 
presently  consumed. 

There  are  so  many  Unarguably  necessary,  expensive!  de- 
pollution  steps  that  should  be  taken  now  to  dispose  of  hu- 
man wastes  and  industrial  wastes  that  we  should  at 
least  pause  and  see  il  there  iiiii?hl  not  be  a  mile  of  merit 
in  the  points  raised  by  Ethyl  and  Oil. 


WOMEN'S  LII5— ITALIAN   VERSION 


For  those  so  vehemently  and  violently  pushing,  pound- 
ing, bleating  and  beating  for  women's  liberation  in  the 
U.S.,  I'd  recommend  they  check  out  the  way  the  women  ol 

Italy  have  achieved  their  liberation. 

Neithei  laws  nor  the  surlace  submissiv eness  by  the  la- 
dies ol  Italy  toward  the  men  ol  Italy  has  a  dam  thing  to 
do  With  the  realities.  In  law,  their  women  have  little  01  no 
rights,  status.  Standing.  Ostensibly  and  ostentatiously,  the 
nun  rule  theil  women  with  all  the  tyranny  that  the  most 
rabid  Male  (  Miauv  inisl  could  desire. 

But,  and   I  du  mean  hill— 

II   you've  evei    been  lo  Italy,  you  know  from  the  first  in- 


stant who  really  rules  country,  home  and  hearth.  The  en- 
veloping, unadulterated,  unending,  overwhelming  love  of 
Italian  mothers  lor  their  children,  particularly  their  sons, 
enables  them  to  rule  the  roost  absolutely  and  completely. 
II  ever  there  is,  was,  has  been  or  will  be  a  matriarchal 
society,  it  is,  was,  has  been  and  will  continue  to  be  in  Italy. 
In  other  words,  girls,  the  Italian  ladies  are  a  million  miles 
ahead  nl  those  ol  you  who  want  meie  equality.  Why  fit'lil 
lor,  settle  lor  that  when  by  loving  us  ever  more  and  more 
you  can  be  nunc  than  equal? 

Vou  can  be  in  total  charge. 

The  battle  cry  for  Women's  Lib  ought  to  be  "Viva  Itdlial" 


KECOMMENDINC   THREE   BOOKS    AND  TWO    MOVIES 


Those  now-many  who  have  no  personal  memories  ol  the 
Great    Depression    ol    die    Thirties    can    get    an    inkling    of 

what  economic  direness  is  by  reading  Hard  Times,  An 

Oral  History  of  lite  ('.real  Depression,  by  Studs  Terkel.   Il 

provides  insight  and  useful  knowledge  that  we'd  all  prefei 
new  generations  learn  from  books  rather  than  experience. 

While  the  former  deals  with  the  ravages  of  economic 
poverty,  George  Dennison's  The  Lives  of  Children  deals 
with  the  devastation  that  a  poverty  <>l  love  anil  caring  can 
wreak  on  Individual  children.  It  is  an  Inspiring  but  sober- 
ing book  Inspiring  because  it  case  histories  what  can  be 
done  between  teacher  and  child;  sobering  because  il  lakes 

so  much  lime,  so  Hindi  knowledge,  so  much  caring  on  the 

pail   ol    each    leach,  i    lii   have   real   Impact   on   anj    ■  or 

even  a  v  ci  v   lew    \ .leis. 
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II  baseball  is  your  thing,  |im  Bouton's  Ball  h'onr  will 
surely    be    your    book.    You    can    cuss    and    discuss    it    along 

with    all    the   defamed    Famed.    For   those   unAmerican 

enough  to  find  baseball  a  bore,  this  book  suggests  the  prin- 
cipals do  too. 

The  two  recommended  movies  arc  ol  totally  opposite 
tvpes,  but  I'll  nearly  guarantee  you'll  react  to  'em  both. 
Roberto  Rossellini's  The  Rise  of  Louis  XIV  conveys  con- 
vincingly what  an  incredibly  difficult  job  being  an  effec- 
tive kinii  was.  The  chow  down  scene  alone  would  be 
enough  to  make  any  ol  us  welcome  the  guillotine  "i  at 
least  throw  up  the  job. 

Joe,  from  the  word  go,  whams  you  right  in  the  solar 
plexis,    As  does   that    great   movie   PattOtl,  Joe  pleases   both 

Righl  and  Lefl  as  it  Hays  everything  lelt  and  right. 

-Malcolm  s.  Forbes, 

Editor-in-Chief 


In  Illinois/ 

you've  got  location,  labor, 

transportation, 

schools, 

good  government 

The  advantages  you  gain  by  locating  your  plant  in      capita  contribution  is  now  among  the  highest  in  the 
Illinois  today  go  far  beyond  the  obvious  efficiencies      country.   You  have  a   state   with  464   golf  courses. 


and   economics   you'd   expect   from    a    mid- 
America  location.  In  the  New  Illinois,  you 
have  a  growing  labor  pool  of  skilled 
and   professional   workers — over 
4,325,800  workers  at  last  count.  You 
have  complete  transportation  facili-     '§&*%$$ 
ties,  including  an  international  airport    - 
and  seaport,  the  largest  rail  center  in 
America    and  a  new  statewide   super    J, 
highway  system  which  is  presently  under    .^'\  : 
construction.  You  also  have  an  excellent     '-^*; 
educational  system  in  which  the  State's  per 


A  state  which  has  undertaken  a  major  pro- 
gram to  expand  and  develop  its  public 
recreation  facilities.  You  have  a  state 
which  has  realized  its  responsibilities 
in  the   20th   century  and  has  taken 
the  necessary  steps  to  capitalize  on 
them.  This  helps  explain  why  25,000 
'^•'companies  produce  goods  in  Illinois 
today.  Would  you  like  to  become  num- 
ber   25,001?    Write    for    our    free    get- 
acquainted    kit.    Just    ask    your    secretary 
to  fill  out  the  coupon. 


and  some  of  the 
prettiest  little  birdie  holes 

in  America. 


THE  NEW  ILLINOIS 

We  accommodate 

r 

I  would  like  to  know  more  about  the  New  Illinois.  Please  mail 
your  free  get-acquainted  kit  to  the  following  address: 


Name  of  Site 
Selection  Officer. 


.Title. 


Company. 
Address 


City_ 


.State. 


.Zip- 


Mail  coupon  to:  Ray  Dickerson,  Director,  Illinois  Dept.  of 
Business  &  Economic  Development,  222  S.  College  St., 
Springfield,  Illinois  62706  in.fi 
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It's  wonderful  how  leverage  can  give  you  a  lift. 


We're  a  medium-sized  com- 
pany that  has  to  do  battle  every  day 
in  an  industry  of  giants. 

What  that  takes  is  money. 
Lots  of  it.  And  frankly,  that's  one  of 
the  reasons  why  we  became  Great 
Northern  Nekoosa.  (Instead  of  re- 
maining Great  Northern  and 
Nekoosa  Edwards.) 

Now  we're  the  country's  lead- 
ing independent  producer  of  news- 
print and  containerboard. 

A  major  innovator  of  high- 
grade  papers  for  computers  and 
copiers. 

And  a  leading  producer  of 
printing  papers  for  directories,  cat- 


alogs, magazines,  paperbacks  and 
special  supplements. 

Now  we  have  more  financial 
strength  than  either  Great  Northern 
or  Nekoosa  could  have  developed 
on  their  own. 

Our  cash  flow  is  $50  million 
a  year.  Our  assets,  $430  million. 
Our  sales,  $340  million. 

All  of  which  means  we  have 
more  muscle  to  get  more  things 
done. 

Now  we  can  put  more  money 
in  the  segments  of  our  business 
that  are  growing  fastest.  Or  return- 
ing more  on  the  dollar. 

We  can  also  get  more  things 
done  sooner.  Like  a  new  mill  on 
stream  faster. 

Or  a  new  machine  installed  in 


a  new  mill  this  year  instead  of  next. 

Leverage  can  help  us  move  in 
many  directions. 

Especially  up. 

If  you'd  like  to  find  out  more 
about  us,  write  to  Peter  Paine, 
Chairman  of  the  Board,  Great 
Northern  Nekoosa,  522  Fifth  Ave- 
nue, New  York,  New  York  10036. 

GREAT 

NORTHERN 

NEKOOSA 

CORPORATDN 
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Oil  in  Ferment 


For  the  oil  world,  what  is  happening  in  Libya  may  be  more  im- 
portant in  the  long  run  than  the  events  in  Cairo  and  Amman. 


Umii.k  journalists  chased  the  head- 
lines to  Cairo,  to  Amman  and  to  Bei- 
rut early  this  month,  a  few  hundred 
miles  away  to  the  west  in  the  sparse- 
h  populated  desert  land  ot  Libya, 
events  were  taking  place  that  may 
have  as  important  long-range  conse- 
quences as  the  death  of  Nasser  or  the 

fate  ot   King   Hussein.   The   year-old 

military  government  that  rules  Libya 
has  successfully  squeezed  more  money 
from  several  of  the  international  oil 
companies  that  operate  there.  Looking 
farther  down  the  road,  the  Libyan  ac- 
tion could  carry  Arab  oil  a  big  step 
toward  full  "Arabization." 

This  is  the  conclusion  reached  by 
Forbes  Staff  Writer  David  Pauly,  just 
back  from  Libya  where  he  talked  with 
that  country's  top  oil  officials.  Every 
Libyan  he  talked  with  made  it  clear 
that  Libya  would  not  much  longer  be 
content  to  be  just  a  landlord  for  the  oil 
companies.  It  wants  to  own  the  in- 
dustry. And  intends  to  own  it.  Per- 
haps not  tomorrow.  But  soon. 

No  Difference 

Typical  was  the  statement  of  Ameri- 
can University  of  Beirut-educated 
Omar  M.  Muntasser,  deputy  director 
general  of  the  government-owned 
Libyan  National  Oil  Corp.,  who  said: 
"The  ultimate  goal  of  any  country  is 
to  run  its  own  industry.  That's  true  of 
the   U.S.,   it's    true   of   Germany   and 


it's    every    bit    as    true    of    Libya." 

Does  this  mean  total  nationalization 
that  Chile  threatens  in  copper?  Not 
right  now,  Muntasser,  who  once 
worked  for  Mobil  Oil's  Libyan  sub- 
sidiary, emphasizes,  because  "we  still 
need  a  lot  of  expert  help."  For  how 
long  will  Libya  need  "help"?  Some 
experts  FORBES  talked  with  think  that 
substantial  nationalization  is  only 
about  five  years  away. 

.In  some  ways,  of  course,  Libya  is  a 
special  case.  Being  close  to  Europe,  its 
oil  can  move  to  that  huge  market  rela- 
tively cheaply.  Especially  is  this  im- 
portant at  a  time  like  this  when  oil 
tankers  are  in  short  supply.  Moreover, 
Libyan  oil  is  low  in  sulphur  content 
and  thus  is  in  extra  demand  because 
of  air-pollution  worries. 

But  in  other  ways,  Libya  is  quite 
typical  of  the  Middle  East,  where 
nearly  80%  of  the  world's  oil  reserves 
sit  (see  map,  p.  25).  Its  government 
is  reformist  but  not  radical,  national- 
ist but  not  communist,  traditionally 
Islamic  in  some  ways  but  determinedly 
modern  in  others.  It  is  very  much  in 
the  Nasserite  tradition.  It  is  the  kind 
of  government  many  scholars  expect 
to  see  win  out  eventually  in  the  Arab 
lands— both  over  communist-leaning 
Arabs  and  over  traditionalists  like 
Kings  Faisal  and  Hussein. 

At  the  moment,  the  oil  situation  in 
Libya  is  this:   Under  heavy  pressure, 


Occidental  and  a  group  including 
Continental,  Marathon  and  Amerada 
Hess  have  agreed  to  increase  the  gov- 
ernment's take  on  Libyan  oil  from 
about  $1  a  barrel  to  about  $1.25. 
Other  big  companies  have  followed, 
apparently  on  similar  terms.  When  the 
oilmen  complained  that  this  takes  all 
the  profit  out  of  the  business,  Libya 
simply  replied:  Baise  the  prices.  Or,  as 
Libya's  Under  Secretary  of  Petroleum, 
Isa  Gublowdi,  another  U.S. -educated 
(Harvard  Business  School)  oil  expert, 
told  Fohbes:  "They  can  make  a  profit. 
They  can  pass  on  the  increase  to  the 
consumer."  As  an  alternative,  Gublow- 
di added,  with  something  of  an  impish 
smile,  that  European  nations  can  cut 
their  own  gasoline  taxes.  "That's  up  to 
them,"  he  said.  "I  do  know  that  the 
consumer  only  cares  about  the  price 
he  pays,  not  how  much  his  govern- 
ment gets." 

Lonely  Holdout 

Shell,  however,  strongly  resisted  the 
new  deal,  for  the  very  good  reason 
that  it  was  afraid  that  what  it  gives 
the  Libyans  today,  all  the  other  Arab 
countries  most  certainly  will  want 
tomorrow. 

It  would  be  shortsighted,  however, 
to  think  that  the  Arabs  are  simply  hag- 
gling over  price.  In  the  case  of  Libya, 
money  per  se  is  no  longer  the  big 
thing.  This  nation  of  just  1.8  million 
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people,  even  with  lavish  spending  on 
education  and  the  military,  has  a 
budget  of  just  $1.8  billion;  its  current 
oil  revenue  is  around  $1.3  billion.  The 
Arabs  are  looking  to  oil  for  more  than 
money.  They  are  looking  to  it  as  a 
means  of  teaching  technology  to  their 
people,  of  creating  new  industries  and 
thus  of  dragging  the  proud  Arab 
world  by  its  bootstraps  into  the  mod- 
ern economic  world. 

They  do  not  feel  that  money  alone 
can  do  this.  They  feel  they  must  mas- 
ter every  phase  of  the  oil  business. 
This  they  are  already  starting  to  do. 
Iran  already  has  gone  a  fair  way  in 
this  direction  and  so  has  Saudi  Arabia. 
In  fact,  some  experts  say  that  Iran, 
with  several  years'  experience  already 
under  its  belt,  could  take  over  its  en- 
tire oil  operations  today  without  any 
loss  in  efficiency.  In  the  non-Arab 
world,  Venezuela  has  already  taken 
giant  strides.  But  the  Libyans  indicate 
that  they  would  want  an  even  faster 
pace  than  that. 

On  Another's  Money 

"The  way  to  learn  the  business  is  to 
do  it  yourself,"  says  Muntasser  of  the 
government-owned  oil  company.  "We 
already  have  four  joint  exploration 
ventures  with  Shell,  AGIP,. Ashland 
and  a  French  group.  The  risk  money 
is  only  on  the  company's  part.  If  pro- 
duction is  achieved,  we  buy  our  way 
in,  from  a  minimum  of  25%  up  to  a 
maximum  of  50%. 

"We're  also  planning  a  complex 
near  Benghazi  that  will  include  an  ex- 
port refinery,  which  Ashland  might 
participate  in;  a  methanol  plant,  a 
50-50  deal  with  Occidental;  and  an 
ammonia  plant.  We've  already  signed 
up  Tunisia  to  take  ammonia.  We  also 
plan  a  local  refinery  west  of  Tripoli, 
and  we've  nationalized  all  of  the  do- 
mestic marketing,  terminals  and  about 
350  gasoline  stations." 

What's  next?  "We  want  more  joint 
ventures,"  Muntasser  goes  on,  "but 
they  have  to  be  better  than  the  ones 
we  have  now.  We  want  service-con- 
tract arrangements  such  as  they  have 
in  Venezuela  and  Indonesia.  The  com- 
panies will  provide  the  risk  capital. 
We  will  pay  them  10%  or  12%  of  the 
crude  if  they  get  production,  and  we 
take  the  rest  and  sell  it." 

Where  will  Libya  sell  its  share?  Here 
Muntasser  expects  major  changes.  He 
predicts  that  the  present  oil  companies 
will  lose  some  of  their  market  strength. 
"The  oil  business  of  the  future  will 
find  government-owned  marketing 
companies  with  little  or  no  crude  deal- 
ing with  national  companies  like  ours 
that  have  it.  We  get  offers  to  buy  from 
Europe  now,  but  we  don't  have  the 
crude.  We  have  only  been  able  to 
make  one  token  deal  with  the  Aus- 


New  Deal 


A  year  ago  when  Colonel  Mu'Am- 
mar  Qadhafi,  29,  engineered  a  coup 
with  young  army  officers  that  over- 
threw Libya's  aged  King  Idris,  the 
international  oil  companies— cor- 
rectly sensing  that  the  honeymoon 
was  over— began  to  step  up  the  pro- 
duction of  their  Libyan  wells.  But 
Qadhafi  would  have  none  of  it  (see 
story).  While  he  has  been  putting 
the  squeeze  on  the  companies'  prof- 
its, Qadhafi  also  has  been  strength- 
ening his  hold  on  the  government, 
successfully  nipping  at  least  two 
more  coup  attempts  along  the  way. 
After  a  September  shuffle,  eight 
Qadhafi  soldier-revolutionists  were 
in  top  positions  vs.  five  civilians, 
reversing  the  old  ratio.  Qadhafi 
has  further  trimmed  foreign  sails  in 
Libya  by  forcing  both  the  Ameri- 
cans and  the  British  to  give  up  their 
bases  there.  He  has  bought  Rus- 
sian tanks,  but  tries  to  adopt  a  neu- 
tral stance  by  pointing  out  that 
Libyans,  not  Russians,  are  driving 
them.  Despite  its  tough  stand 
against  the  West,  Western  observ- 
ers to  a  man  vouch  for  the  honesty 
of  the  Qadhafi  government— at  least 
so  far.  Just  how  honest  is  it?  An  old- 
time  oilman  in  Libya  gives  the  best 
answer  possible:  "Yes,  they  are 
honest  all  right.  If  they  were  cor- 
rupt, they  wouldn't  give  us  so  much 
trouble;  then  we  would  know  how 
to  handle  them." 


trians  up  to  the  present  time." 

For  those  who  think  of  Arabs  as 
emotional  and  naive,  it's  quite  a  reve-- 
lation  to  see  how  the  Libyans  forced 
the  oil  companies  to  do  their  bidding. 
The  government's  first  move  was  to 
order'  a  cutback  in  production,  37.5% 
for  Occidental,  15%  for  several  others, 
on  the  premise  that  the  companies 
were  producing  too  fast  and  thus 
harming  their  wells.  The  cut  meant 
less   oil  to   spread   the  overhead   on. 

Then  the  Libyans  demanded  more 
taxes  and  told  the  companies  to  raise 
their  own  prices.  "We  have  the  ad- 
vantage of  location  and  low  sulphur," 
argues  Gublowdi.  "But  Libya's  price 
was  basically  the  same  as  in  other 
Mideast  countries.  We  are  correcting 
prices."  But  there's  more  to  it  than 
that:  The  Libyans  knew  to  a  very 
close  degree  just  what  the  market 
would  bear;  the  winter  heating  season 
was  coming  and  they  figured  Europe 
could  be  forced  to  pay  more. 

The  Libyans  quickly  won  the  tax 
negotiations  by  dividing  up  the  com- 
panies. They  knew  major  companies 
like  Esso,  Texaco  and  Mobil,  that  op- 
erate in  many  other  countries,  would 
balk  at  granting  precedent-setting  in- 
creases. So,  they  went  to  work  on  Oc- 
cidental and  the  other  independents, 
that  have  relatively  little  oil  outside 
Libya.  The  independents,  with  little 
real  choice,  quickly  capitulated. 

The  battle  was  already  over.  Why? 
These  independents  produce  about 
1.7  million  barrels  of  oil  a  day.  Given 
the  new  prices,  foreign  currency  re- 
serves of  about  $1  billion,  and  the 
fact  that  it  isn't  even  spending  all  the 
money  it  had  budgeted,  the  govern- 
ment only  needs  the  income  from 
about  1.5  million  barrels  daily  to  meet 
its  current  budget.  If  the  majors  had 
proved  recalcitrant,  the  government 
could  have  shut  them  down  with- 
out hurting  itself.  If  the  majors  had 
decided  to  leave  the  country,  the 
Libyans  had  time  to  get  other  com- 
panies—European government-owned 
outfits  thirsting  for  crude  would  be 
prime  possibilities— to  come  in  and 
work  their  oil  fields.  The  majors,  un- 
derstandably unwilling  to  let  their  big 
investments  slip  away,  soon  began 
falling  into  line. 

Save  a  Well  for  Libya 

Even  after  the  hardest  bargaining 
was  over,  the  Libyans  refused  to  drop 
their  guard.  For  example,  Forbes 
asked,  didn't  the  government  compro- 
mise with  Occidental  by  restoring  its 
production  allowable  to  700,000  bar- 
rels a  day  after  Oxy  signed  the  agree- 
ment on  which  all  further  negotiations 
were  based?  "No,"  replied  Gublow- 
di. "Oxy  convinced  us  that  it  could 
produce   that   much   and   still   follow 
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good  oil-field  practice.  But  Oxy  is  still 
down  from  its  old  rate  of  800.000  bar- 
rels a  day.  And  it  would  he  producing 
1  million  barrels  a  day  by  now  if  we 
hadn't  stopped  them.  Other  companies 
might  be  allowed  to  produce  more  if 
they  can  convince  us  they  can  do  it 
without  harming  the  wells.  We  would 
welcome  any  increase  in  production 
but  on  a  sound  basis.  We  think  that  if 
we  save  a  good  well  for  Libya,  we  also 
save  a  good  well  for  the  consuming 
countries." 


dously.  Alaskan  oil  will  not  be  so  easy 
to  exploit  as  they  said  at  first.  Nigeria's 
producing  costs  are  higher  than  Lib- 
ya's. The  North  Sea  will  not  supply  a 
major  part  of  the  needs  of  Europe. 
Second.  Libya  has  low-sulphur  oil,  and 
the  air-pollution  problems  in  Europe. 
Japan  and  the  U.S  will  get  worse.  The 
cost  of  desulphurization  is  more  than 
60  cents  a  barrel.  Technology  can  re- 
duce that  cost,  of  course,  but  there 
is  a  long  way  to  go. 

"If  the  tanker  fleet  is  increased,  the 


a  harder  bargain  because  theirs  is  bet- 
ter—and closer— oil.  But  there  are  few 
oilmen  who  think  that  other  Arab  oil 
countries  will  settle  in  the  end  for  less 
than  the  Libyans. 

The  signals  are  there  for  all  to  see: 
The  Arabs  will  probably  continue  to 
need  the  oil  companies  for  their  ac- 
cess to  markets,  for  their  technology 
and  for  their  capital.  The  oil  compa- 
nies are  not  going  to  be  squeezed  out, 
but,  increasingly,  they  will  stay  in  on 
Arab    terms.    Increasingly,    they    will 


WHERE  THE  OIL  IS 

If  geography  reflected  the  reserves  of  oil  in  the  ground,  the  map  of  the  world 
would  look  like  this.  The  numbers  represent  billions  of  barrels. 
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In  brief,  the  oil  companies  were 
outsmarted  and  outmaneuvered.  But 
Libya  is  in  an  ideal  bargaining  posi- 
tion today  to  make  the  oil  companies 
bend.  Will  that  always  be  the  case? 
Gublowdi \s  answer: 

"Maybe  not  as  good  as  it  is  now, 
but  it  will  always  be  good.  For  many- 
reasons.  First,  the  demand  for  oil  all 
over  the  world  is  increasing  tremen- 


cost  of  transportation  decreases.  That 
would  mean  Libya  could  export  oil  to 
Japan  and  other  Far  East  countries 
that  need  low-sulphur  oil.  Even  if  Eu- 
rope bought  all  its  oil  from  the  Per- 
sian Gulf,  we  would  still  have  a  big 
market.  The  air-pollution  problem  is 
worse  in  Japan  than  it  is  in  Europe. " 
In  this  vein,  the  Libyans  kept  insist- 
ing that  they  were  justified  in  driving 


have  to  persuade  the  Arabs  that  it  is 
more  advantageous  to  deal  with  them 
than  to  negotiate  directly  with  West- 
ern governments. 

The  Arabs  know  they  hold  a  strong 
trump  card  in  an  increasingly  energy- 
hungry  world.  Thus  one  thing  is  vir- 
tually certain:  The  public  in  Europe 
and  the  U.S.  is  going  to  pay  more  for 
Middle   East   oil  in  the  long  run.    ■ 
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Danger:  Handle  with  Care 

Memorex  is  a  company  to  admire— but  not  blindly. 


It's  impossible  not  to  like  Memorex. 
Its  president,  44-year-old  Laurence  L. 
Spitters,  is  a  modern  Horatio  Alger 
story:  Son  of  Dutch  immigrants,  he 
worked  his  way  through  college,  then 
law  school  and  business  school.  In 
1961  Spitters  and  three  other  em- 
ployees of  Ampex  decided  that  they 
could  make  a  better  and  cheaper  mag- 
netic tape  for  computer  data.  They 
did.  In  the  last  five  years,  as  it  has 
diversified,  Memorex'  sales  have  risen 
from  $13.1  million  to  $77.7  million 
despite  some  competition  from  the 
toughest  U.S.  companies. 

A  beautiful  little  company?  Yes,  but 
with  a  flaw.  To  achieve  his  vaulting 
goals,  Spitters  is  taking  some  huge 
risks.  This  may  be  fine  for  firms  like 
John  Hay  Whitney's,  which  bought  in- 
to Memorex  very  early,  or  for  the 
Wall  Street  professionals  who  can 
watch  its  every  move.  But  do  all  the 
investors  know  the  risks? 

Memorex'  impressive  growth  so  far 
has  been  based  primarily  on  magnetic 
tape  and  disk  packs— devices  for  stor- 
ing computer  data.  Price  competition 
is  mounting,  but  the  business  grows  so 
fast  that  Memorex  might  double  its 
revenues  by  the  end  of  1972. 

But  Spitters'  goal  is  more  ambitious: 
He  wants  to  triple  Memorex'  revenues 
by  1972,  to  $250  million.  To  reach 
that,  he  needs  new  sources  of  revenue. 
So  in  the  last  year  Memorex  has  added 
three  new  and  expensive  pieces  of 
peripheral  equipment:  a  microfilm 
printer,  for  $44,500,  that  records  com- 
puter data,  a  $5,000  communications 
terminal;  and  a  new  disk  drive  (the 
MRX  3660)  priced  at  $200,000. 

It  is  by  such  products  that  Memorex 
expects  to  fuel  its  growth.  Figures  the 
company  recently  prepared  for  poten- 
tial institutional  investors  predict  that 
sales  value  of  U.S.  peripheral  equip- 
ment shipped  will  reach  $155.5  mil- 
lion by  1972  VS.  $15  million  "last  year. 

But  the  hardware  itself  is  only  the 
obvious  step  toward  that  $155.5-mil- 
lion  goal.  It  also  takes  marketing.  So  in 
the  last  year  Memorex  has  inn 
its  equipment  group  marketing  orga- 
nization from  a  dozen  employees  to 
over  300— rather  like  trying  to  turn  a 
good  platoon  into  a  strong  regiment 
overnight.  ( 'an  it  be  done? 

Then  Memorex  must  worry  about 
International  Business  Machines.  Most 
of  its  new  peripheral  equipment  vol- 
ume musl  be  taken  directly  from  IBM. 
Memorex,  In  and  large,  docs  not  cre- 
ate new  markets.  It  produces  near- 
duplicates  of  parts  of  IBM  compute]  -. 
and  sells  them  by  underpricing  IBM. 
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Memorex'  theory,  like  that  of  most  of 
IBM's  competitors,  is  that  IBM's  70% 
domination  of  the  computer  market  is 
so  overwhelming  that  any  price  reduc- 
tion will  hurt  IBM  itself  more  than  it 
will  hurt  a  competitor. 

Is  that  theory  still  true?  On  Sep- 
tember 28  Memorex  stock  dropped 
10  points,  from  94  to  84.  A  few  days 
earlier  IBM  had  introduced  its  370 
Model  145  computer  as  a  successor  to 
some  of  its  very  popular  360  com- 
puters. IBM  rented  its  popular  2314 
disk  drive,  to  be  attached  to  a  360, 
for  $5,200  a  month;  Memorex  offered 
a  comparable  unit  for  $4,500.  In  the 
370  Model  145,  the  2314  will  be  re- 
placed by  a  2319.  But  instead  of  the 
2319  offering  better  performance  for 
more  money— IBM's  usual  strategy— it 
offered  equal  performance  for  $3,800 
a  month,  a  27%  price  reduction.  Isn't 
that  price  competition  on  IBM's  part? 

Memorex'  most  important  problem 
may  be  financing.  Though  its  debt- 
equity  ratio  is  already  2-to-l  ($79  mil- 
lion to  $39  million),  Memorex  needs 
much  more  money  to  reach  its  goals. 
So  this  summer  it  set  up  a  subsidiary, 
International  Leasing  Corp.,  to  raise 
$180  million  from  big  institutions. 

Details  of  ILC  are  spelled  out  in 
documents  Memorex  is  circulating  pri- 
vately to  potential  investors,  some  of 
whom  could  also  be  investors  in  Mem- 
orex stock.  The  documents  tell  a  good 
deal  about  Spitters'  ambitions  that  is 
not  available  to  ordinary  investors, 
such  as  his  best  estimates  of  Memo- 
rex' U.S.  peripheral  equipment  sales: 
1970-$53.3  million;  1971-$141.6 
million;  1972-$155.5  million;  1973- 
$188.8  million;  1974-$250  million; 
1975-$333.3  million. 

According  to  the  documents,  ILC 
will  be  capitalized  at  $200  million, 
nearly  twice  Memorex'  current  capi- 
talization. Memorex  will  contribute 
$20  million  in  equity.  Institutional  in- 
vestors are  being  asked  for  $162  mil- 
lion in  debt  and  $18  million  in  equity. 

ILC  will  apparently  work  this  way: 
Most  EDP  equipment  is  leased,  so  that 
the  manufacturer  doesn't  retrieve  his 
costs  for  several  years  or  more.  When 
Memorex  leases  a  piece  of  peripheral 
equipment  to  a  customer,  it  will  sell 
the  machine  to  ILC  for  typically  37 
times  the  monthly  rental.  In  return  it 
will  get  most  of  the  cash  the  customer 
would  have  paid  if  he  bought  the 
equipment.  This  serves  two  purposes: 
First,  Memorex  covers  its  costs  at  once 
even  though  the  equipment  is  on  lease. 
Second,  flexible  accounting  rules  per- 
mit   it    to    take    much   of    the    profits 


"Anything  you  can  sell  we  can 
sell  cheaper."  That's  Memorex' 
marketing  strategy  against 
IBM.  Its  magnetic  tape  (directly 
above)  and  disk  drive  (top  of 
page)  both  sell  for  less  than 
comparable  IBM  equipment 
(below).  But  can't  IBM  cut 
prices?   That's   a    key   question. 


J I 


from  the  lease  into  earnings  at  once. 
On  the  other  hand,  it  is  expensive 
financing.  In  return  for  their  risk, 
ILC's  backers  may  get  a  15%  return 
/on  investment  if  all  the  equipment 
is  kept  on  lease  for  48  months  (at 
projected  rental  rates)  and  19%  if  it 
is  kept  on  rental  for  60  months.  But 
Spitters  obviously  feels  these  costs  are 
worthwhile  to  achieve  his  goals. 

Then  there  is  a  credibility  problem. 
Last  year  Memorex'  reported  earnings 
were  $6.9  million.  But  it  deferred  over 
S3  million  of  research  and  marketing 
costs  that,  had  they  been  expensed, 
would  have  brought  adjusted  net  to 
$5.5  million.  This  year  some  analysts 
expect  it  to  report  $9  million  earnings 
—but  after  deferring  some  $10  mil- 
lion in  such  expenses.  Without  this 
deferment  Memorex  would  probably 
show  an  earnings  downturn  this  year. 

Riposte 

Spitters  calls  those  who  question 
these  deferrals  "simply  naive  or  ill- 
informed  about  Memorex'  diversifica- 
tion strategy  and  our  specific  pro- 
grams." A  sophisticated  question  to 
ask  about  Memorex'  accounting,  he 
armies,  would  be:  "Are  the  deferred 
R&D  programs  part  of  a  good  stra- 
tegic framework?" 

That  is  a  good  question,  but  ob- 
viously few  ordinary  investors  could 
hope  to  come  up  with  a  good  an- 
swer. Nor  would  they  have  the  time 
to  review  the  company  so  constantly 
as  to  anticipate  any  write-offs  of  the 
estimated  $13.5  million  in  deferred 
costs  that  Memorex  will  have  accumu- 
lated by  the  end  of  1970. 

Spitters  also  has  a  rationale  for 
Memorex'  large  debt  of  $79  million 
( convertible  at  142,  the  stock  is  pres- 
ently 84)  and  his  expensive  tactic  of 
financing  $180  million  off  the  balance 
sheet.  IBM's  policy  of  leasing  rather 
than  selling  computer  equipment  is 
"an  anomaly  of  American  business," 
argues  Spitters.  To  compete  against 
an  extraordinary  company,  he  rea- 
sons, requires  extraordinary  measures. 

Memorex  is  a  company  that  is  in 
the  best  tradition  of  American  busi- 
ness—smart, aggressive,  aware  that  it 
must  take  substantial  risks  to  compete 
against  formidable  giants  like  IBM. 

In  fact,  it  is  just  the  kind  of  com- 
pany that  an  investor  like  John  Hay 
Whitney  and  a  handful  of  other  vet- 
erans should  back.  But  what  about 
the  average  investor,  who  can't  answer 
the  accounting  questions  that  Memo- 
rex raises  and  doesn't  have  easy  access 
to  the  confidential  projections  it  gives 
its  potential  institutional  investors? 
Such  an  investor  must  take  Memorex 
on  faith.  The  faith  may  be  well- 
placed,  but  it  involves  a  degree  of  risk 
—that  should  not  be  underestimated.  ■ 

FORBES,   OCTOBER   15,    1970 


Great  Expectations 


The  current  market  collapse  has 
been  no  respecter  of  reputations. 
It's  not  only  the  fly-by-night  stocks 
that  have  gone  into  a  tailspin: 
Along  with  them  have  gone  some 
of  the  market's  most  respected 
high-multiple  stocks  as  the  list  of 
39  high-multiple  stocks  below 
makes  clear.  Why?  In  many  in- 
stances, the  market  is  reacting  to 
the  failure  of  one  growth  company 
after  another  in  recent  months  to 


maintain  its  traditional  growth  rate. 
In  others,  where  earnings  have  con- 
tinued to  grow  as  rapidly  as  ever, 
the  market  has  nonetheless  revised 
the  multiple  downward,  as  if  in 
disenchantment  with  all  high-mul- 
tiple stocks.  So,  in  any  market  re- 
covery, the  list  below  should  in- 
clude some  bargains.  That  assumes, 
of  course,  that  the  market  contin- 
ues to  put  the  same  premium  on 
growth  it  had  in  the  past.  ■ 


GROWTH  STOCKS 


Percent 

Change 

Ch 

ange  in 

Price/Earnings 

Earnings 

Per  Share 

Market  Price 

Rat 

0 

Company 

5-Vr.  Avg. 

Latest 

Five 

Latest 

5-Vr.  Avg. 

Recent 

(1963-68*) 

12  Mos. 

Years 

12  Mos. 

(1964-68) 

12  Mos. 

Drug  &  Chemical 

American  Hospital  Supply 

17.60/q 

13.90/q 

3790/0 

-I3.70/0 

35 

41 

Baxter  Laboratories 

26.5 

20.0 

464 

—  13  5 

37 

44 

Becton,  Dickinson 

17.7 

8.0 

291 

— 29.4 

34 

35 

Bristol-Myers 

13.2 

14.7 

139 

— 14.0 

34 

25 

Johnson  &  Johnson 

17.2 

32.4 

187 

13.9 

30 

39 

Lilly,  Eli 

18.2 

19.1 

179 

12.6 

29 

34 

Merck 

17.8 

8.9 

142 

—  6.7 

32 

30 

Minnesota  Mining 

10.7 

5.5 

74 

—18.5 

31 

27 

Nalco  Chemical 

19.2 

9.0 

300 

— 31.0 

30 

27 

Robins,  A  H 

18.0 

4.2 

219 

— 28.5 

28 

22 

Syntex 

34.5 

-47.1 

8 

—52.9 

36 

28 

Consumer  Products 

Avon 

16.4 

15.7 

205 

-  1.6 

43 

49 

Int'l  Flavors  &  Fragrances 

17.2 

8.0 

758 

5.2 

38 

50 

Tampax 

16.2 

11.6 

181 

—  3.5 

32 

34 

Electric  &  Electronics 

Ampex 

12.5 

-20.3 

118 

—52.4 

29 

19 

Corning  Glass  Works 

8.5 

-  9.1 

53 

—39.8 

42 

25 

Motorola 

12.1 

-  5.0 

160 

-33.3 

27 

20 

Teledyne 

54.7 

4.6 

963 

—37.5 

26 

11 

Texas  Instruments 

11.5 

19.9 

210 

—40.6 

36 

23 

Varian  Associates 

2.8 

43.6 

104 

-47.1 

34f 

18 

Office  Machines 

Control  Data 

42.4 

-53.4 

132 

—  67.3 

44f 

28 

Honeywell 

6.1 

6.8 

69 

—33.5 

27 

22 

IBM 

16.3 

4.3 

149 

—15.5 

39 

34 

Pitney-Bowes 

8.0 

6.4 

42 

—23.6 

25 

21 

Precision  Instruments 

Beckman  Instruments 

1.0 

6.7 

38 

—50.0 

38 

19 

Bell  &  Howell 

20.9 

—  18.7 

211 

—43.3 

26 

18 

Eastman  Kodak 

20.2 

5.9 

187 

— 10.3 

31 

26 

EG&G 

12.5 

— 

339 

— 49.6 

41 

— 

Hewlett-Packard 

19.1 

7.4 

365 

-43.5 

34 

27 

ITEK 

-19.5 

37.1 

199 

-44.0 

39f 

19 

Perkin-Elmer 

16.9 

7.0 

354 

—42.9 

31 

20 

Polaroid 

35.9 

1.6 

351 

—43.3 

48 

38 

O/V  &  Energy 

Pacific  Petroleum 

27.0 

15.7 

133 

3.1 

38 

40 

Superior  Oil 

-  2.0 

15.0 

64 

-  6.3 

38f 

13 

United  Nuclear 

-  2.6 

-15.9 

74 

—23.4 

43 

27 

Others 

Coca-Cola 

14.1 

15.0 

159 

—  3.7 

31 

32 

Emery  Air  Freight 

23.3 

52.4 

395 

2.9 

42 

34 

Litton  Industries 

11.9 

-  8.7 

131 

—46.7 

32 

13 

National  Homes 

11.2 

17.0 

956 

-  6.0 

31t 

40 

*  Base  period  1962-64.  t  4-year 

average. 
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TV:  Is  the  Bloom  off  the  Old  Rose? 

As  far  as  potential  is  concerned,  television  has  only  started  to  bloom.  But 
the  networks,   which  dominate  it  today,  may  well  be  past  their  prime. 


Electronic  communication,  specifi- 
callj  television,  is  unquestionably  the 
wave  of  the  future— as  it  is  the  wave 
of  the  present,  But  not  necessarily  tele- 
\  ision  as  we  know  it  today, 

Bight  now  network  TV  is  riding  the 
crest  of  the  wave.  Of  some  $3  billion 
.1  year  in  television  broadcasting  rev- 
enues, $1.5  billion  ol  it  will  go  to  net- 
work operations,  up  from  just  $1.1  bil- 
lion in  1965.  Some  $1  billion  of  the 
remaining  rich  TV  take  is  in  national 
spot  advertising,  and  a  si/able  chunk, 
$280  million,  (lows  to  the  15  network- 
owned  stations.  Yet  this  particular 
crest  seems  to  be  receding. 

It  may  well  be  that  network  TV 
stands  where  the  mass  magazines  of 
this  country  stood  two  decades  ago. 
In  those  days,  the  big  communications 
market  on  a  national  scale  was  almost 
a  monopoly  of  The  Saturday  Evening 
Post,  Header's  Digest,  the  women's 
service  magazines  and  a  few  brighter 
periodicals  such  as  Life  and  Look. 
Combined,  they  had  advertising  rev- 
enues of  $245  million,  compared  with 
$181  million  for  radio,  $41  million  for 
the  then-infant  TV. 

Today  the  Post  is  gone,  and  gone, 
too,  are  other  long-established  mass 
magazines.  The  survivors— Look,  Life, 
McCalFs—are  grievously  hurting.  Even 
the  Reader's  Digest,  which  had  to 
start  accepting  advertising  in  1955  to 
help  meet  soaring  costs,  relies  on  its 
books  and  records  division  for  a  ma- 
jority  of  the  magazine's  net  income, 
despite  a  worldwide  gross  of  more 
than  $400  million  a  year 

What's  this  got  to  do  with  TV?  The 
same  factors  that  squeezed  the  mass 
magazines  are,  a  couple  of  decides 
later,  threatening  network  TV.  They 
arc:  1)  technology;  2)  increasingly 
sophisticated  tastes. 

In  the  ease  of  the  mass  magazines, 
the  technology  villain  was  TV  itself, 
with  its  immediacy  and  live  quality. 
Increased  education  and  sophistica- 
tion at  the  same  time  tended  to  frag- 
ment their  mass  markets. 

The  once-vast  audiences  tended  to 
splinter  into  do/ens  of  smaller  special 
audiences,  which  the  big  magazines 
found  it  increasingly  difficult  to  appeal 
to  and,  therefore,  to  deliver  up  to  ad- 
vertisers. The  common  denominate]  no 
longer  sufficed;  it  hail  in  fact  become 
too  common. 

This  did  not,  ol  course,  mean  the 
end  of  the  magazine  business.  The 
special-interest  magazines,  as  i 

by  Fokhes  and  Business  W  i  ek,  Sports 


Illustrated,  Scientific  American  and 
Field  A-  Stream,  and  the  news  maga- 
zines, flourished  as  never  before;  for 
they  could  both  satisfy  the  deeper  in- 
terest of  their  selected  group  ol  read- 
ers as  well  as  provide  the  advertiser 
with  a  smaller  yet  more  affluent  audi- 
ence package. 

Here  We  Go  Again? 

The  parallel  in  network  television 
today  threatens  to  be  (lose.  The  tech- 
nical changes  that  most  affect  the 
broadcasting  networks  now  center 
around  community  antenna  television. 
CATY  already  has  been  wired  to  83  ol 
the  nation's  TV  sets  and  is  breaking 
into  the  lop  100  markets,  the  urban- 
ized areas  that  provide  90%  of  broad- 
eastings  income.  Technologically, 
CATY  offers  impressive  advantages  in 
the  number  of  channels  that  can  be 
received  and  the  clarity  of  their  re- 
ception. And  CATV  is  merely  one  ex- 
ample—pay TV  is  another— of  the 
changes  in  and  multiplication  of  com- 
munications channels  that  seem  cer- 
tain to  shake  network  TV  to  its  roots. 

So    far,    the    broadcasting    industry 


has  managed  to  stand  off  some  of  these 
threats  by  vigorous  political  action 
(like  the  'Save  Free  TV"  campaigns, 
waged  jointly  with  movie  theater  own- 
ers, that  have  thwarted  several  pay- 
television  experiments).  Hut  it  is  a 
very  hard  job,  in  a  technologically 
oriented  society,  to  keep  something 
that  is  technically  feasible  from  at  least 
being  tried.  Among  the  things  soon  to 
be  tried:  Beginning  next  April,  CATY 
systems  having  more  than  3,500  sub- 
scribers will  be  required  by  the  Fed- 
eral Communications  Commission  to 
originate  some  local  programs,  which 
also  may  carry  advertising  during  nat- 
ural program  breaks.  The  same  FCC 
ruling  says  that  the  networks,  which 
had  been  buying  up  CATV  systems 
until  recently,  will  have  to  sell  them. 
CATV  has  its  problems.  There  are 
subscriber  charges,  usually  about  $5 
a  month;  and  start-up  costs  for  big- 
city  cable  systems  can  be  overpower- 
ing. But  since  its  inception  in  1949  in 
the  hills  of  Pennsylvania,  CATY  has 
developed  into  much  more  than  a  re- 
lay system  for  TV  fringe  areas.  This 
year,   systems   are   being   installed    in 


Videoized.  Rube  Goldberg's  idea  of  a  living  room  taken  over  by  TV 
gadgets  may  seem  a  bit  much.  But  the  means  have  arrived  in  the 
form    of    32-channel    cables,    the    airwaves    and   video    recording    units. 
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Michigan  with  up  to  32  channels. 
'The  relax'  is  only  lr<  of  CATV's  val- 
ue," says  Sylvester  (Pat)  Weaver  Jr., 
former  president  of  the  National 
Broadcasting  Co.  and  now  a  broad- 
cast  consultant.  "But  the  cable  itself 
has  a  99^  value,  for  all  kinds  of  other 
services— including  the  delivery  of 
printed  materials,  shopping,  burglar 
alarms  and  all  the  rest.  And  you  can 
leave  an  inferior  525-line  service  and 
go  to  a  superior  1,000-line  picture 
using  wall  screens:  a  real  home  the- 
ater. .  .  .  Such  a  home  communica- 
tion system  can  give  the  promise  of 
revelation  to  every  man. ' 

Some  industry  observers  minimize 
the  threat  of  technical  wonders  and 
blame  politics  for  current  unsettling 
developments.  "They're  ganging  up  on 
television  in  Washington,"  says  Les 
Brown,  broadcasting  columnist  tor  the 
show-biz  trade  paper  Variety.  "There's 
been  enough  action  down  there  to 
shake  everyone  to  his  boots,"  says  Dan 
Del  Rio.  broadcast  in  >4  analyst  for  the 
brokerage  firm  of  Delafield  &  Dela- 
Beld.  President  Frank  Stanton  of  the 
Columbia  Broadcasting  System  puts  it 
in  broader  terms:  "The  networks  shook 
people  up  by  showing  them  vividly 
what's  going  on  in  the  ghetto  and  in 
Vietnam,  Naturally,  some  people  don't 
like  the  messenger."  In  FCC  Commis- 
sioner Nicholas  Johnsons  view,  con- 
sumer thrusts  such  as  the  antismoking 
commercials  have  had  a  telling  effect: 
"When  people  gel   a   glimpse  ot   what 

television  really  could  be,  they  become 

dissatisfied  and  then  outraged." 

The  reasons  don't  matter.  The  trend 
does.  Like  the  magazine  industry  be- 
fore it,  the  world  <>t  television  is  being 
transformed.  The  coming  of  CATV 
and  other  expansions  of  communica- 
tions channels— including  even  the 
brisk  growth  in  two-set  and  three-set 
families— have  gone  hand  in  hand  with 
an  increasing  degree  of  audience 
fragmentation. 

"The  Big  Three  networks."  says 
Variety's  Fes  Brown,  "have  a  real 
problem  with  demographics.  Many  of 
the  audiences  have  grown  older  with 
the  shows.  Advertisers  don't  want  to 
pay  $4.50  per  thousand  [viewers]  and 
get  a  bulk  audience  when  they're  after 
younger  trade."  He  means  that  it  might 
be  more  economical  for  advertisers  to 
pay  twice  as  much  per  head  to  get 
half  as  many  people— but  the  right 
people  for  their  products. 

Television  can  deliver  a  mass  audi- 
ence, of  course— 30  million  or  more 
watching  a  single  network  show  in 
prime  time.  But  as  David  M.  Blank, 
CBS'  vice  president  for  economics  and- 
research,  showed  in  a  recent  analysis, 
it  is  really  the  older  homebodies  in 
this  mass  who  watch  TV.  Adults  50 
and  over,  says  Blank,  view  15%  more 


The  Lone  Ranger,  first  heard 
in  1932  over  Detroit's  WXYZ, 
was  locally  conceived  and  pro- 
duced. It  made  millions  for 
WXYZ  owner  George  W.  Tren- 
dle.  The  networks  have  taken 
over  programming  since  then, 
but  there  are  recent  signs  the 
pendulum    is    swinging    back. 


than  their  numbers  would  indicate, 
and  those  35  to  49  view  in  proportion 
to  their  numbers.  But  adults  under  35 
watch  TV  15%  less  than  their  num- 
bers. Package  goods  advertisers,  how- 
ever, often  want  to  reach  those  un- 
der 35.  John  Scott  Keck,  programming 
director  for  the  big  advertising  agency 
Needham,  Harper  &  Steefs,  notes: 
"These  days,  if  a  show  isn't  hot  in 
Nielsen  ratings,  it  almost  has  to  be 
skewing  toward  a  younger  audience 
to  stay  on  the  air." 

Concern  about  audience  age  was 
behind  this  season's  bumping  of  Jackie 
Gleason  and  the  forced  shift  of  Red 
Skelton  to  NBC.  New  shows  were  sub- 
stituted like  "Headmaster"  and  "The 
Storefront  Lawyers."  And  the  main 
rating  company,  A.C.  Nielsen,  has 
agreed,  for  the  first  time,  to  break 
down  audience  figures  regularly  into 
five  age  groups  so  that  advertisers 
can  see  exactly  where  their  programs 
are  penetrating. 

If  Washington  did  not  start  the 
fragmentation,  it  is  certainly  helping 
it  along.  The  FCC  has  now  finally 
adopted  a  rule  that,  beginning  Oct.  1, 
1971,  no  local  station  may  devote  more 
than  three  of  the  7  p.m. -11  p.m. 
prime  time  hours  to  network  shows. 
Further,  the  networks  will  be  required 
to  sell  off  their  program  syndication 
units,  and  will  be  blocked  from  re- 
taining subsidiary  rights  in  programs. 

These  moves,  together  with  the 
CATV  changes,  should  force  TV  out- 
lets into  considerably  greater  amounts 
of  independent  local  programming.  It 
may  be  better  programming.  Or  it 
may  be  worse.  But  it  is  certainly  going 
to  be  different  programming.  Donald 
H.  McGannon,  president  of  Westing- 
house  Broadcasting  Co.,  is  itching  to 
provide  the  local  markets  with  shows. 
He  s  called  in  people  like  Dr.  Margaret 
Mead,  the  anthropologist,  and  Harold 
Hayes,  the  editor  of  Esquire,  to  ad- 
vise. And  McGannon  believes  that 
opening  up  of  prime  time  will  draw  a 


Goodbye,  Folks.  Collier's,  The  Saturday  Evening  Post,  The  American 
and  Coronet  (since  revivedJ  all  won  mass  audiences.  But  high  pub- 
lishing   costs,    changing    tastes    and    TV's    broad    sell    did    them     in. 
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Frosted.  That's  what  TV  cynics  thought  Englishman 
David  Frost  would  be  with  his  talk  show.  But  programs 
like  the  debate   between   Vice   President  Agnew   and 


college  students  have  kept  Frost  in  contention  with 
similar  network  shows.  Westinghouse  Broadcasting 
has     now     syndicated     Frost     to     75     local     stations. 


number  of  young,  creative  filmmakers 
into  the  television  production  business. 
The  advertising  agencies,  which 
have  lost  out  to  the  networks  and  big 
movie  studios  as  program  packagers, 
would  like  to  move  stage  center,  too. 
And  increasingly  they  are  going  in 
with  their  own  shows  to  barter  direct- 
ly with  local  stations  for  air  time. 
Young  &  Rubicam,  for  example,  has 
found  acceptance  for  its  "Galloping 
Gourmet"  show,  and  now  has  five 
other  projects  in  the  works.  And  the 
Corporation  for  Public  Broadcasting 
(see  box,  p.  38)  kicked  off  its  first 
real  season  of  19  shows  this  fall  and 
plans  to  call  on  broadcast  profession- 
als for  more  program  advice. 

No  Smoking 

The  change  in  the  prime-time  rule 
will  in  most  cases  cause  the  networks 
to  cut  back  their  program  feed  by  only 
one-half  hour.  But  the  loss  in  revenue 
is  estimated  at  $60  million  to  $70  mil- 
lion. And  it  will  come  on  top  of  the 
$236-million  annual  loss  of  network 
cigarette  advertising  which  will  take 
effect  Jan.  2. 

It  is  true  that  the  loss  of  cigarette 
advertising  will  soon  be  at  least  partly 
offset  ("fortuitous  timing,"  CBS'  Stan- 
ton calls  it)  by  the  smaller  number  of 
prime-time  hours  up  for  sale;  and 
partly  as  a  result,  RCA's  NBC  net- 
work claims  to  be  nearly  sold  out,  at 
$33,000-$65,000  pei  commercial  min- 
ute, for  this  season.  "We're  replacing 
much  of  the  cigarette  advertising  with 
products  we've  never  handled  before," 
says  Julian  Goodman,  president  of 
NBC.  "We're  going  heavy  into  retail 
chain  stores  [Sears,  Roebuck  is  expect- 
ed to  spend   $30  million  on  TV  ads 


this  year],  charge  cards,  insurance 
companies  and  bank  advertising." 

Overall,  in  spite  of  these  setbacks, 
network  TV  revenues  will  rise  about 
3%  this  year.  Network  executives  take 
comfort  from  this  gain  in  what  is,  af- 
ter all,  a  recession  year.  But  it  is  also 
true  that  this  gain  is  puny  compared 
with  1969's  11%  gain,  or  1968's  10%. 
It  is  also  true  that  the  full  impact  of 
the  increase  in  local  programming  will 
not  be  felt  until  1971,  and  none  of  the 
cigarette  loss  will  be  felt  until  then. 
To  search  out  the  accounts  Goodman 
was  speaking  about,  the  networks 
have  organized  new-business  depart- 
ments. But  only  one,  ABC,  has  report- 
ed new  business  contracts,  and  these 
for  $3  million.  "I  don't  think  there's 
much  that's  gone  untapped,"  says 
Keck.  "That  leaves  a  lot  of  difference 
yet  to  make  up  for  the  cigarette  ad- 
vertising loss." 

Bernard  P.  Gallagher,  whose  mar- 
keting newsletter  has  often  sent  trem- 
ors through  Madison  Avenue  executive 
suites,  believes  the  broadcasting  lead- 
ers are  shutting  their  eyes  to  reality. 
"They're  in  big  trouble,"  he  says.  "If 
people  knock  off  cigarettes,  what's  to 
keep  them  from  knocking  off  the  air 
proprietary  drugs,  cereals,  hair  dyes, 
autos  and  all  kinds  of  other  products 
on  which  TV  depends?" 

Gallagher  is  just  as  pessimistic 
about  the  effect  on  the  networks  of 
the  new  prime-time  rule.  "I  think 
commercial  television  is  in  for  a  big 
tumble  on  the  programming  side,"  he 
goes  on.  "It  max-  happen  rather  quick- 
ly, perhaps  in  the  next  two  or  three 
years.  The  networks  may  be  left  most- 
ly with  sports  and  news  events." 

All  these  pressures,  along  with  an- 


other new  FCC  rule  limiting  new 
broadcast  owners  to  one  unit  per  mar- 
ket, have  made  themselves  felt  al- 
ready in  that  most  sensitive  of  indi- 
cators: the  price  of  TV  stations.  For 
nearly  two  decades,  station  prices  rose 
in  a  steady  spiral.  For  example,  L.B. 
Wilson,  Inc.,  took  over  WLBW-TV 
in  Miami  in  1961  for  $300,000.  It  was 
sold  last  year  to  the  Washington  Post- 
Newsweek  Stations  for  $18.4  million. 
KTAR-TV  in  Phoenix  was  purchased 
in  1954  by  KTAR  Broadcasting  for 
$251,000,  but  Combined  Communi- 
cations Corp.  paid  $15  million  for  the 
station  in  1968. 

Splitting  Stations 

Now  the  market  is  topsy  turvy. 
Capital  Cities  Broadcasting  recently 
took  $1  million  less  than  originally 
promised  for  a  Philadelphia  radio  sta- 
tion after  local  investors  couldn't 
meet  the  $12.5-million  sale  price. 
And  FM  radio  stations,  once  thrown 
in  for  virtually  nothing  with  an  AM, 
now  go  for  a  premium.  United  Artists 
Broadcasting  recently  purchased  a 
Philadelphia  FM  for  $950,000  even 
though  it  was  off  the  air  at  the  time. 
And  two  oil  entrepreneurs  recently 
picked  up  a  Los  Angeles  FM,  KCBH, 
for  $1.6  million,  a  record,  for  an  FM 
radio  outlet. 

Some  of  the  big  owners,  who  hoard- 
ed their  stations  for  decades,  are  be- 
ginning to  disgorge  them.  "Buyers  are 
hard  to  find,"  says  Howard  E.  Stark 
of  New  York,  a  leading  station  broker, 
"and  we  are  selling  off  stations  one  by 
one  rather  than  in  packages."  For  ex- 
ample, Walter  H.  Annenberg's  Tri- 
angle Publications  recently  shed  three 
(Continued  on  page  37) 
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WfeVe  made  sure 
we  can  never  lose 
our  shirt. 

Every  wide-awake  company 
knows  it  has  to  protect  its  future. 

Some  do  it  by  concentrating 
— one  basic  product  line  for  a 
basic,  major  growth  market.  (As 
long  as  you  know  your  business 
better  than  anyone  else,  you  can't 
get  hurt.) 

With  others  it's  just  the 
opposite — safety  in  numbers. 
Many  markets,  many  product 
lines.  (As  long  as  you  back  more 
winners  than  losers,  you  can't 
get  stung.) 


And  then  there's  AMF.  We've 
taken  the  best  of  both  ideas  and 
added  a  smart  twist  that  puts  us 
in  a  class  by  ourselves. 

We're  banking  our  future  on 
two  growth  markets  that  keep 
getting  bigger  by  feeding  on  each 
other — industry  and  leisure. You 
can't  tell  where  one  leaves  off 
and  the  other  begins,  so  we  go 
after  both. 

We  make  industrial  products, 
systems,  and  machines  that  help 


expand  man's  leisure  time.  And 
then  we  turn  around  and  make 
the  sports  and  recreation 
equipment  that  uses  up  the  time. 

As  long  as  people  have  to  work 
and  want  to  play,  we're  going  to 
grow.  Last  year  we  grew  to  over 
$600,000,000  in  sales. 

That's  a  lot  of  business. 

And  a  lot  of  pleasure. 


AMF  Incorporated 
261  Madison  Avenue,  N.Y.  10016. 


AMF 
mixes  business 

with  pleasure. 
Profitably. 


Brain-sharing: 
the  ultimate  cooperation 
between  banking 
and  business. 


Tell 


me  more 
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in  corporate  financial  analysis  and  planning  services,  is  available 
for  Brain-sharing  with  you.  For  specifics,  just  mail  in  the  pop-up 
coupon.  If  someone's  beaten  you  to  it,  write 
or  phone  B.  Kenneth  West  at  312/461-7728. 


HARRIS 


Trust  andT%  \\\ir 
Savings  D/llMY 

111  West  Monroe  Street,  Chicago,  Illinois60690. 

Organized  as  N.  W.  Harris  &  Co.  1882.  Incorporated  1907. 
Member  F.D.I.C.  .  .  .  Federal  Reserve  System. 
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Brain-sharing: 
the  ultimate  cooperation 
between  banking 
and  business. 

While  the  marketing  boys  crank  each  other  up  about  the 
population  explosion,  and  the  booming  markets  of  the  seventies, 
eighties  and  nineties,  corporate  planners  are  asking 
themselves,  "where  will  the  money  come  from  to  finance  all 
this  expansion  ...  is  our  financial  system  big  enough  and 
flexible  enough  to  stand  the  strain?" 

The  Harris  not  only  says  "yes,"  but  also  offers  a  program. 
We  call  it  Brain-sharing— total  cooperation  between  banker  and 
businessman  in  the  vital  areas  of  capital  forecasting, 
cash  management,  and  international  banking. 

Through  Brain-sharing  with  your  Harris  banker  and  his  Capital 
Planning  team,  for  example,  you  can  forecast  the  amount,  type, 
and  timing  of  any  external  capital  you'll  need,  up  to  five  years 
ahead.  Through  Brain-sharing  with  our  Cash  Management 
pros,  you'll  devise  plans  and  systems  to  free  up  bogged-down 
cash,  keep  it  moving,  make  it  go  further.  And  through 
Brain-sharing  with  our  International  staff,  with  all  their  foreign 
operations  and  contacts,  you'll  find  a  friend-in-court  in 
almost  any  foreign  court  you  can  name. 

Your  Harris  banker,  backed  by  whole  departments  specializing 
in  corporate  financial  analysis  and  planning  services,  is  available 
for  Brain-sharing  with  you.  For  specifics,  just  mail  in  the  pop-up 
coupon.  If  someone's  beaten  you  to  it,  write 
or  phone  B.  Kenneth  West  at  312/461-7728. 


HARRIS^/BANK 

111  West  Monroe  Street,  Chicago,  Illinois60690. 

Organized  as  N.  W.  Harris  &  Co.  1882.  Incorporated  1907. 
Member  F.D.I.C  .  .  .  Federal  Reserve  System. 


..that's 
Harris 
savvy 


Denver    by  Willy  Mucha  For  a  tl"x  14" 
4-color  print  of  this  renowned  international 
impressionist's  painting,  write  to  Department 
A- 1  Phelps  Dodge  Industries.  300  Park  Ave . 
N  Y.  N  Y  10022. 


Denver... 

With  an  illustrious 
past  and  an  ever 
brighter  future. 
A  mile-high  cultural 
and  commercial 
center  where 
Phelps  Dodge  works 
at  making  it 
happen. 

Our  lighter  side. 

For  almost  1 00  years.  "Phelps  Dodge" 
and  "Copper"  have  gone  hand-in-hand 
the  world  over.  Today.  Phelps  Dodge 
plso  means  aluminum. 

The  Phelps  Dodge  Aluminum  Products 
Corporation— with  sales  headquarters 
in  St.  Louis.  Missouri,  and  sixteen  plants 
and  mills  throughout  the  nation- 
produces  rod  and  wire,  extruded  shapes 
and  forms,  tubing,  sheet     all  types  of 
aluminum  mill  products. 

Phelps  Dodge  aluminum  fabricating 
plants  also  manufacture  such  products 
as  electrical  conduit,  ladders,  screening, 
doors,  windows,  moldings,  and  machine 
Darts 

Supplying  modern  aluminum  products 
in  addition  to  a  full  line  of  copper  and 
copper  alloy  products)  is  our  forte. 
Wherever  you  look,  you'll  find  Phelps 
Dodge  high  and  low  voltage  power  cable, 
uilding  wire,  electrical  conduit,  coaxial 
:able,  telephone  wire  and  cable,  magnet 
/vire,  condenser  and  heat  exchanger 
ubes,  plumbing  pipe  and  tubes,  valves 
)nd  fittings  ...all  our  products  at  work 
jvery  where. 

phelps 
dodos 

Copper  Aluminum  U Alloy  Products 


(Continued  from  page  30) 
TV  and  six  radio  stations  to  Capital 
Cities  for  a  total  of  $110  million.  Then 
Stark  stepped  in  to  act  as  broker 
when  Cap  Cities,  because  of  FCC 
ownership  limitations,  disposed  of  two 
TV  and  six  radio  stations. 

"In  most  eases  they  went  to  individ- 
uals," says  Stark.  (For  examples,  see 
box,  p.  40.)  "A  former  station  em- 
ployee got  the  AM  in  New  Haven,  and 
the  FM  went  to  the  station  manager. 
The  radio  stations  in  Fresno  went  to 
different  California  residents.  These 
are  the  types  of  owners  that  they  [the 
sellers]  thought  the  FCC  would  ap- 
prove of." 

Triangle  is  by  no  means  the  only 
group  owner  that  has  been  selling  off 
numbers  of  units.  Storer  Broadcasting 
is  in  the  process  of  selling  its  five  FM 
radio  stations  to  three  different  buy- 
ers. Metromedia  is  giving  away  its 
costly  UHF  television  station  in  San 
Francisco  to  an  educational  broad- 
casting group— but  at  a  figure  that  will 
get  it  a  substantial  "profit"  from  tax 
sa\  ings.  And  the  word  is  out  in  the  in- 
dustry that  Time-Life  Broadcasting 
wants  to  sell  off  its  radio  stations  and 
use  the  money  to  expand  in  CATV. 

For  the  big  networks,  all  this  is 
doubly  ominous.  Although  they  are 
limited  by  law  to  five  VHF-TV  sta- 
tions each  (plus  two  UHF-TV,  seven 
AM  radio  and  seven  FM  radio  sta- 
tions), they  generally  own  their  sta- 
tions in  the  biggest  and  richest  mar- 
kets. These  stations  are  known  as 
O&Os  (for  owned  and  operated).  The 
15  television  O&Os  owned  by  the 
three  major  networks  are  immensely 
profitable;  they  netted  $133  million 
last  year  on  revenues  of  $323  million. 
These  profits,  in  fact,  accounted  for 
60%.  of  total  network  profits  of  $226 
million.  Whereas  the  networks  netted 
only  about  12  cents  on  the  sales  dol- 
lar from  their  network  operations,  they 
earned  a  rich  40  cents-plus  from  their 
O&O  stations. 

The  problem  is  this:  If  network 
broadcasting  declines  in  importance, 
the  O&Os  may  become  less  important 
in  their  markets  and  more  vulnerable 
to  competition  from  non-network  sta- 
tions. Finally,  there's  the  danger— dis- 
tant at  the  moment  but  present  all  the 
same— that  one  day  the  FCC  may 
move  against  chain  broadcasters.  On 
Chairman  Dean  Burch's  docket  is  fur- 
ther rule-making  that  would  split  up 
present  broadcast  complexes  and  re- 
quire that  owners  hold  only  one  tele- 
vision, AM  or  FM  station  per  market. 
The  commission  also  has  expanded  its 
probe  of  broadcasting  conglomerates. 
While  now  tuned  in  on  the  problems 
of  reciprocal  dealing,  it  could  blossom 
out  in  much  the  same  way  that  the 
Justice    Department's    attack    on    the 


On  The  Spot.  TelePrompier's 
Manhattan  CATV  unit  covers 
Irish  football  in  Gaelic  Park, 
clearly  for  a  special  audience. 
But  this  year  cable  will 
follow  pro   basketball,   too. 


manufacturing  conglomerates  did. 

Whatever  they  say  for  public  print 
about  the  future,  the  networks  have 
been  saying  something  different  with 
their  money.  They  are  paying  more 
attention  these  days  to  their  activities 
outside  of  direct  broadcasting.  CBS 
recently  formed  and  is  spinning  off  a 
separate  company  to  handle  both  its 
extensive  CATV  holdings  and  pro- 
gram syndication.  "CBS  is  much  more 
than  broadcasting  these  days,"  em- 
phasized Frank  Stanton.  Most  recently 
the  network  has  been  buying  up  voca- 
tional and  business  schools  to  tie  in 
with  CBS'  publishing  firm,  Holt,  Rine- 
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li.ui  <\  \\  inston   Some  80  school! 
be    pun  bused.    \\  illium    Pale) .    ( IBS 
eh. huh. in    .ukI    Stanton    hope    for    a 
50  r>o  mi\  between  regulated  and  non- 

ulated  operations. 

U'.i '  continues  to  creep  up  on  the 
audience  advantages  <>l  CBS  and 
NBC  and  President  Leonard  Golden- 
son  is  looking  again  to  ABC's  IIS 
movie  theaters,  Once  something  ol  a 
millstone,  the  old  downtown  movie 
palaces  are  being  replaced  with  small 
ci  suburban  houses,  NBC,  meanwhile, 
is  pushing  its  records  division  and  is 


These  days,  il  a  commercial  broad- 
caster is  having  trouble  selling  his 
TV  station,  he  may  find  bids  com- 
ing from  the  oddest  places— like 
from  thai  weakling  down  the  block, 

the  educational  T\   operator. 

Yes,  the  stepchild  is  growing  up 
ami  flexing  his  muscle.  Slowly  but 
steadil) .  he's  getting  more  and  more 
ol  the  funding  he  needs  from  a 
reluctant  Congress,  the  big-name 
foundations  and  from  thousands  ol 
people  out  there. 

"Why,  we  even  had  some  people 

out  in  L.A.  who  raised  $21   million 

to  buy  a  commercial  VHF  sta- 
tion and  that's  a  tough  market, 
you  know.  They  couldn't  get  a  sale, 
but  1  suspect  we'll  see  more  ol 
that."  says  John  W.   Macy  Jr.,  the 

career  civil  servant  who  became 
the  (iist  president  of  the  Corpora- 
don  for  Public  Broadcasting, 

\lac\  lias  some  reason  to  crow, 
lie  has  just  released  data  that 
shows  educational  TV— or  'public 
broadcasting"   as   it   has   now   been 

repackaged— actually   increased  its 

audience  ratings  in  25  large  cities 
In    12'.  in  a  single  season. 

"We  believe  we  have  to  promote 
our  product  as  professionally  as 
anyone  else,"  Macy  says  in  the  slick 
corporate  headquarters   that   CPB 

leases  just  one  block  from  the  White 
Mouse  This  suddenly  healthy  in- 
dustry within  an  industry  will  have 
its  advertising  handled  b\  a  hot 
Madison  Avenue  agency,  Wells, 
Rich  &  Greene,  Inc. 

Noncommercial  TV  has  always 
been  hooked  on  appealing  to  spe- 
cial audiences— a  Manhattan  execu- 
tive recentlj  found  his  wile  plunked 
down  in  front  of  the  set  for  five 
Straight  hours,  not  lor  soap  operas 
but  lor  live  coverage  of  champion- 
ship tennis  The  fact  is  that  today's 
educational  product  is  makin] 
conscious  effort  to  entertain.  V 
adays  it  merits  serious  attention  in 
the  largest  mass-circulation  maga- 
zine   in    the    country,    TV    Guide. 


vying   with    CBS    to    introduce   pracli 

cal  cartridge  TV  and  video  recording 

units  for  home  use  (FORBES,  Jnhj  I). 
\\  hile  NBC  is  the  traditional  heart  of 
RCA,  the  parent  seems  to  have  its  " 
eves  focused  elsewheie.  RCA  is  still 
trj  ing  to  make  its  computer  operations 
into  a   winner,   and   t  bis   \  cm    acquired 

linns  as  diverse  as   frozen   food  and 

real  estate  companies. 

With  broadcasting  caught  in  mam 
crosscurrents,  it  seems  certain  that  the 
biggest  targets,  the  networks,  will  sul- 

lei  most,   Vs  the  industry  leader,  CMS 


4970's  Big  Winner 


Writing  in  that  magazine  recently, 
social  critic  Cleveland  Amory  made 
a  telling  point  when  he  pointed  out 
that  "the  1969-70  season  will  go 
up  in  history  for  one  thing— il  was 

the  year  w  hen  educational  TV  came 
ol  age  .  .  .  elsewhere  around  the 
dial,  the  times,  as  the  song  tells  us, 
were  a-clianging.  On  many  an  old 
show,  the  legs  were  going  and  age 
was  showing.  The  'Ed  Sullivan 
Show  was  still  telecast  live— but  \  on 
had  to  lake  their  word  lor  it." 

\iul  in  a  September  preview  is- 
sue, the  same  weekb  concluded 
simply  that  "public  TV,  the  home 
ol  'Sesame  Street'  and  'The  Forsyte 
Saga,'  is  out  to  lure  more  viewers 
away  from  commercial  channels  this 

season.  .  .  .  For  the  first  time  the 
public  stations  will  be  part  of  a  gen- 
uine network  that  will  offer  a  full 
schedule   of   prime-time   programs 

five  evenings  a   week   nationwide." 

Everyone  agrees,  including  Macy, 
whose  government-supported  cor- 
poration helped  in  the  funding,  that 
last  season  was  "the  Year  of  Sesame 
Street."  "No  question  about  it."  sa\  s 
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is  probably  the  most  \  ulnerable.  De- 
spite acquisitions  ami  spin-oils,  broad- 
casting    still     contributes     more     than 

(ii»',  ol  its  $1  billion-plus  in  revenues. 
And  its  O&O  TV  stations,  notably  the 
one    in    the    Chicago    area     (WBBM- 

T\  ),  have  been  losing  market  share. 
To  shore  up  the  broadcast  division,  D. 
Thomas  Miller,  an  ex-station  manager, 
last  month  was  named  president  of  the 
CBS-owned  stations.  ABC  has  a  new 
TV  broadcasting  head  in  Elton  Rule. 
•Also  vulnerable,  because  so  much 
ol    their   profitable   production   is   tied 


he,  rubbing  his  gray  crew  cut  as  if 
for  luck.  "We  were  out  there  di- 
versifying and  trying  to  raise  the 
quality  ol  our  programs,  but  'Ses- 
ame Street'— that  was  the  great 
leader.  Now  sonic  congressmen  arc1 
asking  me:   'Okay,  but   where's  the 

Son  ol  Sesame  Street?'  " 

The  petite  woman  who  put  the 
name  Sesame  Street  on  everybody's 

road  map,  |oan  Can/.  Cooney,  savs: 
"We  in  noncommercial  broadcast- 
ing found  that  educational  pro- 
gramming need  not  be  grim."  dim 
it  wasn't,  with  6  million  children 
tuning  in  every  morning  or  catch- 
ing repeats  in  the  evening.  Even 
commercial  outlets  in  major  mar- 
kets such  as  New  York  signed  up 
the  educational  product— despite  the 
fact  they  can't  interject  cereal  com- 
mercials every  five  minutes  or  so. 
This  season  "Sesame  Street"  will  air 
on  possibly  200  stations,  the  most 
for  any  series,  anytime. 

With  its  own  network  now,  pub- 
lic broadcasting  is  branching  into 
regionally  produced  shows  that 
could  have  national  impact.  Last 
season,  lor  instance,  they  were  im- 
pressed when  a  tiny  station  in 
Orono,  Me.  put  on  a  Down  East 
storyteller  to  spin  varus  every  week 
in  what  was  about  the  only  true 
country  humor  on  television.  This 
year  Negroes  will  find  they  had 
their  own  western  heroes,  as  "Black 
Frontier"  starts.  And  Ralph  Nader 
will  report  to  the  viewing  public 
regularly  for  the  first  time. 

"Based    on    ratings    commonly 

used  In   the  commercial  networks," 

John  Macy  reports,  "the  evidence 

suggests  that  public  telev  ision's  au- 
dience lor  a  certainty  stands  at  least 
at  45  million  persons." 

The  signs  arc,  then,  that  the  tra- 
ditional tastemakers  of  TV  are  find- 
ing that  the  nation  is  in  the  begin- 
ning stages  of  the  same  sort  of 
"mass  OS.  class"  battle  that  has  been 
rocking  the  popular  magazines  for 
over  a   decade   now    (see   story). 
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to  network  programming,  are  the  big 
moviemakers  such  as  Metro-Gold wyn- 
Mayer.  Columbia  Pictures  Industries 
(Screen  Gems),  20th  Century-Fox, 
\VaIt  Disney  and  MCA.  through  its 
Universal  Television  Division.  As  if  to 
foreshadow  some  rough  days  to  come, 
most  of  the  moviemakers— excepting 
Fox— filed  a  Federal  court  suit  to 
make  CBS  and  ABC  stop  producing 
films.  The  networks,  they  claim,  offer 
unfair  competition.  But  the  networks 
answer  that  it's  the  moviemakers 
themselves  who  want  to  control  the 
program  market.  They  already  provide, 
for  example,  30V  ot  the  prime-time 
entertainment  programming  on  CHS. 

While  the  explosive  growth  of 
group  broadcasters  appears  finished, 
some  of  the  more  flexible  ones,  such  as 
Westinghouse,  Metromedia  and  Capi- 
tal Cities,  may  discover  fresh  life— es- 
pecially if  they  can  create  interesting 
new  programs  as  more  prime  time 
opens  up  for  the  independents. 

The  important  question  is  whether 
interesting  shows  can  be  brought  in 
economically.  Goldenson  of  ABC  be- 
lieves that  "the  public  will  be  tip  in 
arms  that  they're  being  deprived  of 
programming  better  done  by  the  net- 
works.'' And  present-day  program- 
ming cost',  are  high,  A  one-hour  situa- 
tion comedy  or  spy  drama  can  run 
$300,000.  But  the  independents  are 
confident  that  shows  of  quality  and 
audience  appeal  can  be  turned  out  for 
a  great  deal  less  than  that— possibly 
for  half  that  much. 

Ready  for  Wire 

The  electronics  manufacturers  and 
the  cable  companies,  of  course,  are 
itching  to  take  advantage  of  any  new 

era  in  broadcasting.  The  recent  mer- 
ger of  the  largest  cable  firm,  H&B 
American,  into  the  fourth-biggest, 
TelePrompter  Corp.,  now  gives  Tele- 
Prompter  a  foothold  in  29  states.  But 
while  the  CATV  companies  are 
spreading  across  state  lines,  the  FCC 
is  responding  by  trying  to  bring  all 
cable  activities,  from  programming  to 
"ow  nership,  under  its  eye. 

The  influential  Electronics  Indus- 
tries Association,  representing  300 
manufacturers,  is  restless  about  its 
idea  for  a  wired  nation,  which  would 
end  over-the-air  broadcasting  as  now 
practiced.  Since  last  October  the 
FCC  has  been  considering  EIA's  pro- 
posal to  permit  two  wired  telecommu- 
nications systems  throughout  the 
country.  One,  a  switching  network, 
would  combine  picturephone,  facsimi- 
le and  computer  information  gather- 
ing operations.  The  second,  a 
Broadband  Communications  Network 
(BCX),  would  be  aimed  at  provid- 
ing broadcast  TV,  mail  services,  li- 
brary material,   educational   offerings 


Plymouth  Gin 
goes  public. 


Plymouth  fanciers,  forgive  us.  The  cloistered 
existence  your  gin  has  enjoyed  since  1793  is  ended 

Coates  &  Co.  is  initiating  limited  advertising  in 
America  for  its  crisp,  extra-dry  94.4  proof  English  gin.  //jto 

But  rest  assured.  All  else  about  your  gin 
will  be  unchanged.  The  Dominican  Friar  on  the  label 
Our  refectory,  where  the  Pilgrims  met  before 
boarding  the  Mayflower. 

And  our  prized  botanicals, 
blended  only  by  our  Chief  Stillman. 

Last,  our  price  will  remain 
mildly  extravagant,  providing  some 
protection  for  Plymouth  devotees. 
Everyone  may  be  watching.  But, 
at  our  price,  they  won't  all  be  drinking 

Cootes  &  Co.  (PLYMOUTH)  Lid.  100%  Grain  Neutral  Spirils,Schenley  Imports  Co.  N.Y.,  N.Y. 

Most  cards  are  for  spending. 
This  one  is  for  saving. 

This  card  is  for  business  travel  only.  It  guarantees  that 
you  will  pay  our  pre-set  commercial  rate  at  every 
TraveLodge.  It  can  save  your  company  important  dollars 

.We  also  give  you  free  reservations  from  any  place  in 
the  country.  Just  dial  800-255-3050. 

Fill  in  your  name.  Attach  to  your  business  letterhead. 
Mail  to:  TraveLodge, Dept.  FO,  Box  308,  El  Cajon,  Calif. 
92022.  We'll  send  your  card  back.   JraveIodGE 
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and  a  wide  variety  of  printed  mate- 
rial. El  A  says  it  now  has  20  firms,  in- 
cluding  Magnavox,  the  Los  Angeles 
Times-Mirror  and  Encyclopaedia  Bri- 
tannica,  interested  in  pushing  the 
project  along.  They  are  considering 
launching,  for  $20  million,  a  pilot 
BCN  that  would  combine  both  cor- 
porate and  individual  stockholders. 
"We  see  it  as  a  kind  of  a  private  Com- 


sat," says  John  P.  Thompson  of  con- 
sultants Arthur  D.  Little,  who  led 
the  wired  nation  study. 

However  disturbing  all  this  is  go- 
ing to  be  to  a  good  many  business- 
men,  it  is  probably  going  to  make 
U.S.  TV  something  a  good  deal  bet- 
ter than  it  is  today.  McGannon,  West- 
inghouse  Broadcasting's  bright,  icono- 
clastic president,  says  flatly:   "People 


are  just  marinating  in  front  of  their 
TV  sets  today."  McGannon  means— 
and  many  people  vehemently  agree 
with  him— that  TV  is  behind  in  tech- 
nology, in  keeping  up  with  people's 
tastes  and  with  TV's  educational  and 
entertainment  possibilities. 

As  we  said  in  the  beginning:  TV  is 
the  wave  of  the  future,  but  not  the 
TV  we  know  today.   ■ 


The  New  Capitalists  of  Broadcasting 


Tin;  split-up  now  in  progress 
among  established  broadcasting 
combines  is  making  owners  out  of 
former  employes  who  never  expect- 
ed to  have  a  piece  of  the  action. 
Here  are  three  examples: 

George  A.  Koehler,  49,  came  out 
of  World  War  II  service  as  a  bomb- 
er pilot  and  quickly  joined  Triangle 
Publications'  WFIL  in  Philadelphia 
because  he  liked  broadcasting. 
The  job  in  the  special  events  sec- 
tion "was  just  one  step  above  mail 
boy,"  Koehler  says.  He  worked  his 
way    up    the    Triangle    ladder    to 


George  A.  Koehler 

head    the   radio-TV    division.    But 
me  Koehler  never  thought  he 

uld  be  up  to  his  ears  in  a  SI  6- 
million  deal  promising  to  lead  him 
to  the  ownership  of  three  televi- 
sion stations. 

he!!  become  a  broadcast- 
ing capitalist  when,  as  expected, 
the  Federal  Communications  Com- 
mission appi  transfer  to 
Koehlei  of  licenses  foi  WNBF-TV 
in  Binghamton,  N.Y.,  WLYH-TV 
in  Lancaster-Lebanon  Pa.  and 
WFBG-TV  in  Altoona.  He's  learned 
their  operations  v.  ol  Tri- 
al isle's  complex  of  16  '1  V  and  radio 
stations.  "But  I've  only  had 
gramming  and  administrate 
lems  to  think  of  before,"  Koehler 
says.  "Now  I'm  kept  awake  at  night 
b)  finances 

Well  he  might.  Koehler's  take- 
oxer   depends   on    several    financial 


twists.  First,  Triangle's  owner,  Wal- 
ter H.  Annenberg,  U.S.  ambassa- 
dor to  England,  has  to  complete  his 
sell-oft  of  nine  TV  and  radio  sta- 
tions to  Capital  Cities  Broadcast- 
ing Corp.  Koehler  gets  the  remain- 
ing seven,  but  has  to  dispose  of 
four  AM  and  FM  radio  stations. 
He  has  found  local  owners  to  buy 
them  for  $1.5  million.  This  leaves 
Koehler  with  the  three  TV  stations 
for  $14.5  million,  a  good  price,  he 
says,  since  they'd  been  valued  at 
$20  million.  Terms  are  29$  down 
and  the  balance  in  ten  years,  pro- 
viding Triangle,  which  still  owns 
the  porfitable  TV  Guide,  with  a 
nice  stretchout  for  tax  purposes.  (If 
the  down  payment  is  over  30%,  In- 
ternal Revenue  tends  to  regard  the 
total  profit  as  having  been  earned 
the  year  of  the  sale. ) 

A  part  of  the  acquisition  that 
excites  Koehler  most  is  a  closed-cir- 
cuit TV  system  in  Lancaster's  new 
Park  City  Shopping  Center.  It  in- 
cludes a  studio  and  40  color  moni- 
tors. "We'll  originate  programs 
right  there,  even  sell  time,"  Koehler 
says.  "It  will  be  a  kind  of  Muzak 
with  pictures." 

Robert  Herpe  figures  he's  riding 
a  fresh  broadcasting  trend,  too— the 
upswing  in  FM  radio.  Heipe  has 
been  general  manager  of  Triangle's 
WXHC-FM  in  New  Haven,  Conn., 
but  now  he  is  able,  for  $125,000, 
to  bin  the  station  as  Annenberg 
unties   his   big   broadcasting   com- 


plex. "FM  is  breaking  through," 
Herpe  believes.  "Youngsters  are  lis- 
tening very,  very  strongly,  for  this 
is  where  their  music's  at." 

Herpe  knows  that  Annenberg 
paid  virtually  nothing  for  the  FM 
when  he  picked  it  up  in  1956  along 
with  the  New  Haven  television  and 
AM  radio  station.  But  he  likes  the 
terms,  which  are  29%  down,  eight 
years  to  pay,  and  with  interest  at 
the  prevailing  prime  rate.  "I'm  going 
to  give  it  a  real  try  on  my  own." 
Herpe  says. 

W.  Richard  Martin,  45,  saw  his 
chance  to  become  a  broadcasting 
capitalist  when  Robert  Levinson,  a 
Cincinnati  entrepreneur  and  owner 
of  WCMI-AM-FM  in  Ashland,  Ky., 
decided  this  year  to  sell  off  his 
broadcasting  properties  and  devote 
time  to  other  business  interests.  The 
AM  is  going  for  $350,000  to  local 


Robert  Herpe 


W.  Richard  Martin 

Ashland  people  and  Martin  is  Inn- 
ing the  FM  for  $50,000.  He  has 
been  general  manager  of  the  FM 
since  giving  up  stock  brokerage 
five  years  ago.  FM  radio  shows  new 
promise,  he  believes.  Despite  com- 
petition from  eight  other  area  ra- 
dio stations.  Martin  says  the  FM 
unit  is  in  the  black.  And  he's  drawn 
eight  other  investors  into  the  deal 
to  provide  capital  for  a  new  studio 
and  other  possible  expansion. 
"When  we  get  WCMI-FM  on  the 
road,  we  might  well  look  around 
tor  stations  elsewhere."  he  sa\s 
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The 

helpful 

bank. 

We  can  stop  your  international 
banking  problems  before  they  start. 

Roval. 


Why  not  make  international  banking 
easy  for  yourself.  Let  the  Royal  help  you. 
We  have  the  experience,  facilities  and 
specialized  departments  ready  to  go  to  work 
for  you.  And  we  can  do  it  for  you 
anywhere.  We  can  give  you  accurate  credit 
information  . . .  get  you  in  to 
see  important  local  people  . . .  give  you 
financing  assistance  . . .  and  efficient 
collection  and  remittance  services. 
Why  don't  you  give  us  a  call . . .  and  see  how 
helpful  we  can  be! 

4fejr*3  ASSETS  EXCEED 

*   TEN  BILLION  DOLLARS 


THE  ROYAL  BANK  OF  CANADA 

New  York  Agency  68  William  St.  10005  (344-1100) 

Chicago.  Dallas.  Los  Angeles 

Head  Office  Montreal.  Place  Ville  Marie 

Toronto.  20  King  St.  West 

Over  1200  offices  in  Canada  and  around  the  world 


Canada's 

International 

Bank. 


It's  more  than  a  match 
for  IBM. 


CalComp  disk  memories  match 
up  with  the  IBM  360  perfectly. 

But  with  an  average  access  time 
of  just  30  milliseconds,  they're 
twice  as  fast  as  IBM's  own  disk 
memories. 

And  cost  considerably  less. 

For  example,  our  11 -disk  CD12 
storage  facility  doubles  the  access 
speed  of  a  2314  for  about  a  third 
less  money.  And  comes  with  its 
own  controller. 

Likewise,  our  6-disk  CD1  disk 
drive  replaces  the  23  plug  for 
plug.  Saves  you  plenty.  \nd  does 
the  work  in  much  less  time. 


Actually,  the  reason  we're  so 
much  faster  turns  out  to  be  the 
same  reason  we're  so  much  more 
reliable. 

Electromagnetic  positioning. 

No  mechanical  pawls,  detents 
or  gears  to  slow  things 
down.  Or  foul  things  up. 

So  call  your  CalComp  disk 
drive  man  today.  You'll  find 
him  located  in  22  cities, 
along  with  matchless 
CalComp  service. 

Ask  him  for  a  cost 
and  performance 
comparison. 


He'll  show  you  how  little  it  takes 
to  beat  IBM. 

California  Computer  Products,  Inc. 

Dept.  S-10,  2411  W.  La  Palma  Avenue 

Anaheim.  California  92803 
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Why  Not  Start  a  Bank? 
Or  a  Candle  Factory?  Or  Make  Key  Rings? 

That's  exactly  what  FORBES  found  a  number  of  "retirees"  doing. 
Instead  of  ending  their  careers  at  65,  they  simply  began  new  ones. 


Retirement,  a  blessing  in  theory, 
has  turned  out  to  be  a  curse  for  many 
businessmen.  They  soon  find  that  play- 
ing and  leisure  aren't  much  fun  except 
as  part  of  a  busy  life— not  as  a  sub- 
stitute for  it.  Today,  many  smart  re- 
tirees have  found  a  way  out.  They 
treat  retirement  not  as  the  end  of  a 
career,  but  as  a  time  to  start  a  new 
one,  often  in  a  new  field. 

"You  can't  fish  seven  days  a  week," 
maintains  a  retired  lawyer  who  now 
makes  flagpoles.  Adds  a  70-year-old 
ex-Grand  Union  vice  president,  now 
owner  of  a  successful  real  estate  and 
development  company:  "On  my  doc- 
tor's advice  I  retire  twice  each  day 
during  working  hours  for  a  30-minute 
rest."  A  retired  showman  who  recently 
opened  Cape  Cod's  first  new  bank  in 
58  years:  "One  thing  this  did  was  get 
me  off  the  phenobarbs.  I  never  felt 
better  in  my  life." 

Talking  to  men  who  made  a  suc- 
cess of  their  lives,  and  have  gone  on  to 
make  a  success  of  their  retirement, 
Forbes  has  found  some  warnings  and 
guidelines  for  retirees.  Some  of  them 
are  so  obvious  they  get  overworked  by 
many  of  the  thousands  of  executives 
who  retire  each  year. 

"You've  got  to  have  something  to 
do  that  you  like,  something  that  chal- 
lenges. It  can't  be  something  that 
comes  too  easy,  "insists  John  K.  Daven- 
port. Driving  through  the  Wrinkle 
Point  retirement  community  that  he 
developed  near  Hyannis  Port,  Mass. 
Davenport  ticked  off  the  names  of 
who  lived  in  which  homes.  The  com- 
panies from  which  those  men  came 
were  among  the  biggest  in  America. 

Makes  His  Own  Hours 

"One  of  my  friends  was  buying  a 
'house  here— we've  sold  them  all  now— 
and  I  said:  'Homer,  get  an  office  and  a 
phone  downtown,  even  if  it's  only 
somewhere  to  go  to  open  your  mail.' 
So  he  had  his  mail  sent  there,  then  he 
began  calling  people  up  on  the  phone. 
He  had  been  a  banker,  and  now  he 
negotiates  private  loans  in  this  area  on 
behalf  of  his  former  employer.  He 
calls  the  shots,  makes  his  own  hours 
and  still  has  time  to  relax.  That's  re- 
tirement at  its  best." 

Davenport's  own  story  is  that  he  re- 
tired to  the  Cape  15  years  ago  and 
bought  a  large  parcel  of  desirable 
property.  "I  thought  I'd  sell  a  bit  each 
year,  like  an  annuity.  The  value  of  the 
land  would  be  appreciating  even   if 


Glowing  Retirement.  Candlemaking,  usually  a  hobby,  became  a  new 
career  for  retired  CATV  pioneer  Wilfred  Reiher,  66,  of  Sun  City,  Ariz. 
Reiher,  who  shies  away  from  traditional  retirement  pursuits  like  golf, 
gardening  and  fishing,  started  making  candles  as  Yule  gifts.  Now  they're 
selling  in  1  2  states,  and  he's  thinking  of  moving  near  his  Phoenix  factory. 


the  value  of  the  dollar  wasn't."  But 
putt-putting  around  in  his  boat  and 
playing  golf  wasn't  enough.  Instead 
Davenport  developed  the  land  into 
Wrinkle  Point.  His  latest  project  was 
the  co-development  of  the  brand-new 
Cape  Cod  Mall  which  opened  in  Au- 
gust in  Hyannis  Port— complete  with 
topnotch  stores  like  Filene's  (of  Bos- 
ton) and  Sears. 

A  mile  down  the  road  is  the  Mer- 
chants Bank  &  Trust  Co.  Lawrence 
Laskey,  once  a  partner  in  Loew's  The- 
atres, is  a  bank  president  in  white 
ducks  and  a  green  blazer.  He  greets 
all  customers,  loads  them  down  with 
ballpoint  pens,  key  rings,  maps,  banks 
for  the  children  and  a  Kennedy  half- 
dollar  to  go  into  the  bank.  Merchan- 
dising banking  is  taking  the  myths  out 
of  it,  Laskey  believes:  "We've  got  an 
accountant  and  a  lawyer  here  every 
Saturday  morning  to  advise  retired 
people  about  their  problems.  Most 
people  are  a  little  intimidated  by  a 
bank— but  not  by  this  one."  Opened 
14  months  ago  with  $750,000  in  as- 
sets and  a  handful  of  accounts,  the 
bank  now  has  better  than  $9  million 
in  assets  and  5,000  accounts. 

But  Merchants  Bank  &  Trust  is  a 
child  of  Laskey's  post-retirement  years. 
"I  retired  in  1963,  when  I  was  56.  But 
I  got  bored,  started  to  dabble  in  res- 


taurants and  things.  Then  I  thought: 
'What  about  a  bank?'  I  didn't  know 
anything  about  banks.  But  why  not?" 
Both  Davenport  and  Laskey  agreed 
that  in  retirement  one  should  dare  to 
do  things,  not  by  gambling  all  you've 
got,  but  by  gambling  a  little  of  it  in 
something  that  commands  one's  inter- 
est and  enthusiasm. 

A  Time  To  Create 

"Retirement  may  be  the  first  chance 
at  creativity  some  people  have,  and 
certainly  their  last,"  says  Wilfred  Rei- 
her,  66,  who  developed  one  of  the 
first  cable  TV  networks  in  the  U.S.  His 
legal  fight  over  the  television  signal 
when  building  up  his  Twin  Falls, 
Idaho  company  in  the  Fifties,  known 
as  the  Signal  Rights  case,  is  a  land- 
mark in  cable  television  history. 

Reiher  talked  in  his  busy  candle 
factory  in  Phoenix'  (Ariz.)  industrial 
area  about  his  retirement.  "I  don't 
play  golf,  can't  hold  a  hand  of  cards 
and  my  wife  has  always  mowed  the 
lawn.  I  had  to  have  something." 
"Something"  was  making  candles  for 
Christmas  gifts  for  relatives  and 
friends.  He  rethought  the  whole  pro- 
cess, designed  and  developed  new  and 
quicker  ways  of  making  candles,  "then 
I  gambled,  and  opened  this  place,  and 
I've  no  regrets." 


"This  place"  is  Candle  World,  'a 
sweet-smelling  apothecary's  workshop 
where  gutted  IBM  and  GE  computers 
provide  the  intricate  machinery  that 
makes  his  machines  work;  where  in- 
stitutional soup  tureens  bubbling  with 
wax  on  top  of  household  stoves  pro- 
vide their  own  Rube  Goldberg 
touches.  But  the  candles  sell.  "We're 
in  Instates  now,  after  a  year,  and  the 
only  thing  preventing  nationwide  dis- 
tribution is  that  I  want  to  make  sure 
I  ican  handle  the  production."  He  and 
his  four  employees  are  now  turning 
out  almost  500  candles  a  day.  His 
Apollo  11  candles  were  used  at  a  re- 
cent reception  for  President  Nixon  in 
Los  Angeles. 

A  resident  in  the  much-discussed 
Del  E.  Webb  retirement  community, 
Sun  City,  Ariz.,  Reiher  is  thinking  of 
moving  into  Phoenix  to  be  closer  to  his 
factory.  "I'm  spending  too  much  time 
driving  when  I  could  be  here." 

Retired  Phoenix  postal  employee 
Francis  Ervay,  66,  with  an  eye  to  the 
many  retirees  who  flock  to  the  Phoenix 
area,  two  months  ago  formed  Retire- 
ment Achievements,  an  association  he 
hopes  will  find  outlets  for  the  ideas 
and  aspirations  for  many  retired  peo- 
ple. Determined  to  pull  together  the 
retired  to  offer  professional  consulting 
and  advisory  services,  to  create  small 
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new  businesses,  teaching  groups  and 
job  opportunities,  Ervay  is  currently 
meeting  with  local  banks  to  see  if  they 
are  prepared  to  indulge  in  "venture 
capital  for  the  retired."  Says  Ervay: 
''America  now  has  its  first  relatively 
independent  retirement  generation,  liv- 
ing a  third  of  their  lives  coping  with 
retirement.  All  that  manv  of  them 
need  is  the  opportunity  and  eneour- 
agement-they've  got  the  experience 
and  skills  of  a  lifetime." 

Quiet  in  the  hot  August  sunshine, 
Sun  City's  streets  were  uncluttered 
by  cars,  people  or  litter.  But  even 
this  much-disputed  form  of  "golden 
years' "  living  has  its  own  beehives 
humming  in  the  tranquility.  Busy  as- 
sembling belts,  key  rings  and  novelty 
items  from  imported  parts,  a  retired 
railroad  engineer  builds  up  a  stock  of 
goods  that  gives  him  something  to  do 
all  summer:  He  travels  down  the  West 
Coast  selling  the  items  to  retailers. 
"He's  built  up  a  flourishing  business 
from  nothing  since  he  came  here,"  said 
a  neighbor.  "He  takes  time  to  produce 
a  solid  item,  like  a  silver-dollar  key 
ring.  Feels  good,  looks  good,  people 
buy  it." 

Eighty-two-year-old  Dean  Babbitt 
retired  in  1946  as  president  of  Sono- 
tone,  the  hearing-aid  company.  Now 
a  Sun  City  resident  who  is  active  as 


a  consultant  to  banks  and  in  dickering 
with  inventors,  this  tall,  spry  octoge- 
narian has  in  retirement  been  involved 
in  a  dozen  ventures  from  farming  to 
manufacturing.  His  study  has  one 
wall  covered  with  photographs  of  for- 
mer business  colleagues.  He  talked 
about  those  still  living,  those  long 
dead.  And  his  philosophy  was  that  un- 
til nature  pulls  the  rug  from  under- 
neath you,  stay  interested.  "I  meet 
men  here  who  have  been  the  biggest 
names  in  business.  They've  given  up. 
They  are  shells  of  their  former  selves. 
They've  nothing  to  live  for.  You  have 
to  find  something  that  challenges." 

And  Memoirs  Too 

Babbitt's  current  project  is  writing 
his  memoirs  from  materials  in  the  files 
around  his  study.  "It's  not  for  publica- 
tion," he  smiled  over  a  drink,  "but  for 
the  family.  One  day  one  of  them  might 
be  interested."  From  another  wall 
photographs  of  children,  grandchil- 
dren and  great-grandchildren  oversee 
this  latest  project. 

Cleveland  lawyer  George  Bager  re- 
tired to  Boca  Baton  (Fla.)  in  1961. 
Always  a  keen  fisherman  and  hunter, 
he  bought  a  house  with  a  dock  to 
learn  saltwater  fishing.  But  he  wanted 
a  flagpole  in  front  of  his  home,  one 
that    could    withstand    Florida    hurri- 


canes—and nobody  could  tell  him 
where  to  buy  one.  So  far,  his  factory 
in  a  Boca  Baton  storefront  has  turned 
out  1,400  flagpoles.  "I  could  build 
more,  but  it's  the  quality  I'm  inter- 
ested in.  One  thing  about  retirement 
is  that  you  don't  want  to  do  less  than 
your  best."  About  retirement  in  gen- 
eral. Bager  insists  a  man  "has  to  feel 
he's  contributing  something.  He's  got 
to  be  useful.  Most  of  us  sit  down  and 
become  parasites,  consuming  but  not 
creating.  We  have  to  start  preparing 
for  retirement  much  earlier.  I've  had  a 
man  in  here,  president  of  one  of  the 
most  prestigious  organizations  in  the 
country— everyone  would  know  it— 
who  came  in  and  begged  me  to  let 
him  come  here  every  day  to  sweep  the 
floor.  Just  for  something  to  do.  We've 
got  to  plan  better." 

That  theme  is  dear  to  the  heart  of 
Dr.  Henry  Kessler,  74-year-old  head  of 
the  nonprofit  Kessler  Institute  for  Be- 
habilitation  in  West  Orange,  N.J.  Dr. 
Kessler  laughs  about  the  insurance 
salesman  who  tried  to  sell  him  a  re- 
tirement annuity.  The  conversation 
went  like  this: 

"Why  don't  you  start  to  take  it 
easy,  Doctor?" 

"I  do,"  said  Kessler,  who  has  giv- 
en up  his  private  practice  on  his 
doctor's    advice    and    lives    with    the 
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memories  of  two  minor  heart  attacks. 

"But  you  could  take  time  to  write  a 
book,'"  insisted  the  salesman. 

"I  have,  between  patients,"  said 
Kessler  (author  of  eight  technical  and 
nontechnical  works). 

"But  think  of  the  traveling  you 
could  do  with  a  guaranteed  income, 
Doctor."  Kessler,  one  of  the  more  in- 
ternationally decorated  orthopedic 
surgeons,  explained  that  he  traveled 
enough  as  it  was. 

"Well,"  said  the  annoyed  salesman, 
"don't  you  want  to  give  it  all  up?" 

"Giving  it  all  up  would  be  certain 
death,"  Kessler  told  Forbes  recently. 
"What's  needed  are  ways  to  show  po- 
tential retirees  how  to  hang  on  to  some 
of  it.  Corporations  and  businesses 
should  start  when  their  employees  are 
in  their  40s  and  50s  with  retirement 
seminars.  People  who  have  retired  suc- 
cessfully should  be  brought  in  to  ex- 
plain retirement.  Corporations  should 
have  retirement  counselors  for  their 
employees,  just  as  high  schools  have 
guidance  counselors." 

Sored  Ex-Exeeuf/ve 

Larry  Laskey  in  Cape  Cod  told 
about  advertising  for  four  retired  men 
to  work  part  time  visiting  customers  to 
see  if  the  bank  provided  what  they 
needed.  "It  was  a  very  humble  job, 


with  very  low  salary,  ottered  just  for 
three  days  a  week."  More  than  150 
former  top  executives  applied:  "They 
needed  something  to  do.  Not  golf,  not 
fishing,  not  painting,  not  ceramics-. 
Something  they'd  done  before." 

In  Hemet,  Calif.,  a  town  of  7,900 
people,  retired  engineers  formed 
a  nonprofit  corporation,  Experience 
Inc.,  which  contracts,  consults  and 
builds  like  any  other  engineering  firm. 
"People  with  high  levels  of  profession- 
al skills  shouldn't  just  stop,"  said  Har- 
old Holmes,  president.  "They  should 
gradually  wind  down." 

It's  obvious  that  winding  down  isn't 
enough— on  its  own.  There  must  be 
something  to  hold  the  retirees'  inter- 
est. Adman  Elmer  Otte,  60,  of  Ap- 
pleton,  Wise,  who  has  just  written  a 
book,  Rehearse  Before  You  Retire, 
spent  ten  years  studying  retirement 
life  and  its  myths.  He  offers  two  ba- 
sic ground  rules:  "Don't  let  retirement 
creep  up  on  you,  be  sure  you've 
planned  ahead.  Don't  retire  from 
something,  retire  to  something." 

This  year  he  started  his  own  post- 
retirement  company,  Retirement  Re- 
search, which  published  his  book. 
"Even  when  you're  prepared,  it's  very 
difficult,"  says  Otte.  "Even  the  most 
sophisticated  people  can  get  befud- 
dled by  the  traumatic  experience  of 


stopping  what  they've  been  doing  all 
their  lives.  Those  who  enjoy  retire- 
ment are  those  who  anticipate  getting 
something  out  of  it— and  they  prob- 
ably live  longer  too." 

What's  Available? 

Finding  something  to  do  isn't'  nec- 
essarily as  difficult  as  it  might  seem. 
The  federal  Small  Business  Adminis- 
tration has  a  program,  SCORE  (Serv- 
ice Corps  of  Retired  Executives),  which 
.  gives  men  an  outlet  for  their  experi- 
ence—and a  challenge. 

Howard  Levy,  65,  of  Bloomfield, 
N.J.,  a  retired  men's  apparel  mer- 
chandiser, worked  through  SCORE  to 
help  a  young  black  businessman  start 
a  men's  store  in  a  blighted  section  of 
Jersey  City.  Not  only  did  the  store 
open,  but  after  14  months  the  busi- 
ness is  so  profitable  it  is  expanding. 
The  unexpected  twist  is  that  other  re- 
tailers, who  had  considered  the  loca- 
tion as  one  offering  little  future,  are 
considering  opening  up  there  too. 

Nor  do  SCORE's  men  only  involve 
themselves  with  new  businesses.  Earl 
Koch,  74,  of  Cincinnati,  Ohio,  retired 
owner  of  two  small  manufacturing 
companies,  was  asked  to  help  a  firm 
which  wanted  to  go  into  bankruptcy 
but  didn't  know  how.  Koch  wasn't  con- 
tent to  help  them  go  out  of  business— 
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he  helped  them  bounce  back.  Now, 
16  months  later,  the  business  is  suc- 
cessfully in  the  black. 

Another  program  intent  on  captur- 
ing the  experienced  retired  executive 
is  the  International  Executive  Service 
Corps  (IESC)  which  sends  them  on 
short-term  assignments  abroad  much 
as  SCORE  plugs  people  into  do- 
mestic assignments.  Also  some  of  the 
IESC  execs  are  mid-career  men  able 
to  take  a  few  months'  leave  of  absence 
for  an  assignment,  so  they  experience 
the  type  of  "rehearsal  for  retirement" 
upon  which  author  Otte  insists. 

Arthur  Lerps,  of  Eastchester,  N.Y. 
had  been  with  R.R.  Donnelly  as  a 
sales  representative  for  40  years  when 
he  retired  at  58  in  1963.  "I  retired  be- 
cause I  was  doing  too  much  running 
around,"  Lerps  told  Forbes.  "After  a 
few  months  I  wanted  back  in  again." 
Lerps  went  to  Costa  Rica  for  IESC 
on  a  printing  project.  After  that  it  was 
Singapore.  Now  he  recruits  other  ex- 
ecutives for  IESC.  "Before  you  retire 
you  moan  about  never  having  enough 
time.  When  I  retired  I  finally  had  the 
time,  but  felt  guilty  about  wasting  it." 
From  across  his  desk  at  IESC's  New 
York  office,  he  peered  pensively.  "If 
you  stand  still,  you  go  downhill." 

But  the  trend  in  retirement  seems 
to   be   running  counter   to   the  need. 


Just  as  it  is  becoming  increasingly  ap- 
parent that  a  busy  man  is  a  healthy 
one,  the  businessman  is  looking  for 
ways  to  retire  in  his  mid-  or  late  fif- 
ties. And  for  many,  the  final  upshot  is 
a  second  career. 

Fishing  Isn't  Enough 

O.L.  McKenney,  60,  of  Palm 
Springs,  Calif,  retired  from  the  race- 
track and  restaurant  business  at  54. 
"My  children  were  grown,  I  felt  I 
could  take  things  easy  from  then  on. 
But  I  was  bored  beyond  belief.  Re- 
tirement just  didn't  pan  out  the  way 
I  thought  it  would.  I  went  fishing  a 
lot,  but  that  wasn't  enough.  After  six 
months,  time  hung  on  my  hands." 

Then,  he  learned  that  the  local 
tramway  was  in  trouble.  "The  trouble 
was  both  financial  and  managerial— it 
seemed  like  a  tailor-made  challenge," 
he  said.  Now  McKenney  is  general 
manager  of  the  Palm  Springs  tram- 
way. Things  are  looking  up  for  it— 
and  for  him.  "Perhaps  at  65  I'll  retire 
for  good— but  I'll  have  much  more  to 
keep  me  active  if  I  do.  And  traveling 
will  be  an  important  part  of  it." 

That  second  career  might  be  some- 
thing as  restful  as  guarding  lions.  Al- 
fred H.  Foxcroft,  former  regional 
sales  manager  for  Smith  Corona,  re- 
tired to  Leisure  World-Laguna  Hills, 


Calif,  to  head  an  organization  called 
Senior  Talent  Active  Reserve  Services 
(STARS).  STARS  is  a  job  clearing- 
house for  its  95  members— whose  ages 
range  from  50  to  80.  The  lions?  Two 
members  are  tower  guards  at  nearby 
Lion  Country  Safari. 

The  moral  of  all  this  seems  to  be 
that  the  first  decade  after  retirement 
should  be  the  period  of  adjustment- 
gradual  assimilation  into  a  new,  less- 
demanding  life.  True  retirement,  a  life 
occupied  mainly  by  sedentary  pur- 
suits, should  not  really  be  considered 
until  the  middle  70s  at  the  earliest. 
According  to  the  restless  retirees 
Forbes  met  around  the  country,  it  is 
only  at  that  age  that  the  mind  and 
body  are  ready— assuming  disabling  ill- 
health  is  not  present— for  "a  little  fish- 
ing, a  little  golf  and  a  little  work  in 
the  garden." 

Until  then,  most  men  who  have  led 
active  lives  just  aren't  ready  to  stop, 
not  at  65.  They  are  happier  running 
campsites  in  Arcadia  National  Park, 
Me.;  interior  decorating  in  Florida; 
fund-raising  for  hospitals,  and  all  the 
while  still  finding  time  for  the  travel, 
sporting,  artistic  and  social  pursuits 
that  retirement  offers. 

As  lawyer  Rager  put  it:  "A  fishing 
pole  and  a  monthly  income  isn't  re- 
tirement. Not  for  me  anyway."  ■ 
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ow  Gary  Hale's 
grasses  help  restore 
mined  land 


Gary  Hale  is  one  of  Bethlehem's  experts  in  land 
reclamation,  with  a  record  of  success  in  trans- 
forming surface-mined  slopes  in  eastern  Ken- 
tucky into  usable,  productive  land.  It's  not  an 
easy  job. 

The  terrain  of  our  Kentucky  mining  prop- 
erties is  mountainous.  Soil  conditions  vary. 
After  an  area  is  surface  mined,  vast  quantities 
of  displaced  earth  and  rock  must  be  graded  and 
seeded  promptly  to  prevent  erosion.  Trees  are 
planted  on  "benches"  and  outslopes.  Even  then, 
successful  reclamation  takes  time  .  .  .  time  for 
seeds  to  germinate  .  .  .  for  root  systems  to  de- 
velop .  .  .  for  vegetation  to  take  hold  and  thrive. 

In  restoring  this  land  to  productive  use,  Gary 
cannot  rely  on  guesswork.  He  must  know  in 
advance  which  grass  covers  will  produce  fast, 
reliable  results.  That's  why  he  tackled  the 
problem  scientifically. 

He  found  the  answers  by  planting  large  tracts 
of  mined  land  with  a  variety  of  experimental 
grasses  and  legumes:  Crown  Vetch,  Kentucky 
31  Fescue,  Kobe  and  Korean  Lespedeza,  Bi- 
Color  Lespedeza,  Millet,  Sunflower,  Timothy, 
Ladino  and  Sweet  Clover,  Rye  and  Winter  Rye, 
Bristly  Locust  .  .  .  and  others. 

These  experiments  showed  the  characteristics 
of  each  species  under  actual  field  conditions.  As 
a  result,  Gary  is  able  to  select  with  assurance 
those  grasses  and  legumes  that  will  best  re- 
store aesthetic  beauty  to  the  land  .  .  .  stabilize 
the  soil  against  erosion  .  .  .  provide  quick  cover 
while  residual  grasses  and  shrubs  develop  .  .  . 
create  usable  sites  for  homes,  build  pasture  for 
cattle  grazing,  attract  both  song  birds  and 
game  birds,  as  well  as  rabbits,  squirrels,  chip- 
munks, and  other  wildlife. 

Land  reclamation,  especially  in  mountainous 
terrain,  is  a  relatively  new  science,  and  re- 
claimers like  Gary  Hale  are  still  helping  us 
write  the  book.  Bethlehem  first  took  steps 
toward  scientific  control  and  restoration  of 
lands  more  than  40  years  ago.  But  we  are  still 
learning  more  about  doing  a  better  job.  We 
want  to  be  a  good  neighbor  wherever  we  have 
operations. 
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The  Odd  Couple 

Can  a  marriage  of  convenience  turn  into  a  love 
match?  In  Marcor's  case,  it  may  be  doing  just  that. 


The  conglomerate  takeovers  of 
the  late  Sixties  produced  a  backwash 
of  so-called  friendly  mergers— mar- 
riages of  convenience  in  which  one  or 
both  partners  were  desperately  seek- 
ing a  haven  from  raiders.  One  such 
merger,  between  Montgomery  Ward 
and  Container  Corp.  of  America,  in 
October  1968,  resulted  in  Marcor,  Inc. 
The  merger  succeeded  in  its  immedi- 
ate objective  of  sheltering  both  com- 
panies from  takeovers,  but  it  was  as 
hastily  arranged  and  as  unlikely  look- 
-  many  of  the  conglomerate  deals 
themselves.  How,  on  its  second  an- 
niversary, is  Marcor  making  out? 

During  1969  Marcor  reported  ex- 
cellent sales  and  earnings  gains,  large- 
ly because  Montgomery  Ward  was 
still  recovering  from  two  poor  years  in 
1966  and  1967.  This  year  Container 
Corp.  is  doing  well  enough:  Its  profits 
are  slightly  ahead  of  last  year's,  in  a 
year  generally  poor  for  paper  and 
packaging  companies.  But  thanks  to  a 
number  of  problems  at  Montgomery 
Ward,  Marcor's  total  earnings  for  the 
six  months  ended  July  31  were  down 
by  14%  to  61  cents  per  share,  despite 
a  3%  rise  in  sales  to  SI. 3  billion. 

Question 

In  short.  Marcor,  like  most  compa- 
nies, is  in  a  profit  squeeze.  Beyond 
that,  though,  is  the  bigger  question: 
How  do  you  make  sense  out  of  a  pure- 
ly financial  merger?  Can  a  marriage 
of  convenience  turn  into  a  love  match? 

The  simple  fact  is  that,  other  than 
being  based  in  Chicago,  the  two  com- 
panies had  almost  nothing  in  common. 


With  196S  sales  of  $469  million  to 
Ward's  $2  billion,  Container  was  far, 
far  smaller.  But  it  was  the  leader  in 
its  market  (folding  paperboard  car- 
tons) and  it  boasted  an  enviable 
growth  and  profitability  record.  Ward, 
by  contrast,  was  still  struggling  in 
1968  to  overcome  the  growing  lead  of 
its  archrival,  Sears,  Roebuck.  It  netted 
less  than  3%  on  equity  in  1967  vs. 
16%  for  Sears. 

Leo  H.  Schoenhofen  (above),  Con- 
tainer's president  at  the  time,  had 
turned  thumbs  down  on  a  merger  with 


W^ard  when  it  was  first  proposed  in 
1967  by  Ward's  Robert  E.  Brooker. 
About  a  year  and  a  half  later  he 
changed  his  mind.  Schoenhofen,  an 
easy-going  55-year-old  pragmatist  who 
succeeded  Brooker  as  Marcor's  chief 
executive  last  May,  says:  "We  went 
into  this  only  after  we  had  convinced 
ourselves  that  Wrard  had  indeed  im- 
proved and  was  turning  around.  We 
think  we  have  the  proof  now,  since 
Ward,  in  a  poor  economy  and  beset 
by  unexpected  misfortunes,  has  not 
fallen  completely  on  its  face  as  many 


M  vncoR  is  far  from  the  only  major 
retailer  with  troubles  these  days. 
The  retailers'  performance  is  sup- 
posed to  mirror  the  state  of  the 
general  economy,  but  the  severity 
of  the  earnings  declines  posted  by 
most  retailers  in  the  first  half  of 
1970  suggests  not  simply  the  mod- 
est recession  most  economists 
talked  of,  but  an  economic  rout  of 
major  proportions.  Earnings  fell  off 
20%,  30%  and  more,  particularly 
among  discounters  and  department 
stores.  Drug  chains  and  general 
merchandisers  did  slightly  better. 
The  discounters,  according  to  a 
Bumham  &  Co.  study,  were  caught- 
with  newly  expanded  stores  and 
big  inventories,  and  reported  a  10% 
profit  decline  in  the  second  quarter 


Wait  Till  Next  Year 

despite  5%  higher  sales.  One  bright 
spot:  S.S.  Kresge,  the  Detroit-based 
discount  giant,  reported  first-half 
earnings  of  $25.5  million,  up  rough- 
ly 18%.  Kresge's  sales  increased 
18.8%  to  S  1.1  billion. 

The  department  stores,  hurt  by 
slack  demand  for  TV  sets  and  other 
hard  goods,  posted  a  mere  2%  sales 
increase  and  a  big  35%  earnings  dip 
in  the  first  half.  Gimbel  Bros.'  prof- 
its in  the  first  half  sank  by  85%,  to 
just  SI  million,  on  sales  of  $307 
million. 

The  drug  chains,  which  have 
broadened  their  product  mix,  fared 
a  bit  better.  In  the  second  quarter, 
their  earnings  dropped  8%  on  a  10% 
increase  in  sales.  The  big  general 
merchandisers    (headed  by  Sears) 


continued  to  lead  the  pack.  After  a 
first-quarter  decline  the  group's  sec- 
ond quarter  profits  rose  1%  on  a  5% 
increase  in  sales. 

The  retailers'  basic  problem  was 
inflation.  Most  of  their  sales  in- 
creases reflected  higher  prices  rath- 
er than  higher  volume,  and  the 
higher  prices  were  far  from  enough 
to  offset  the  skyrocketing  increases 
in  labor  and  other  operating  costs. 
And  so,  with  the  economy  still 
marking  time  as  autumn  wears  on, 
most  retailers  find  themselves  in  the 
uneasy  position  of  waiting  for 
Christmas.  And  Christmas  may  not 
be  enough.  Like  old  Brooklyn 
Dodger  fans,  the  retailers'  cry  is  al- 
ready beginning  to  sound  like, 
"Wait  till  next  year." 


-  FORBES,   OCTOBER    15,    1970 
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You'll  solve  two 
transportation  problems, 
yours  and  your  company's 


IFYOUSMP 
FROM 

NEBRASKA 


Omaha-Southeast  Nebraska  is  the 
transportation  hub  of  the  country 
with  the  best  combination  of  rail, 
truck,  bus.  air  and  barge  service. 

What  a  combination...  Over  100 
freight  trains  are  in  and  out  of  Omaha 
every  day.  Either  coast  is  only  2%  jet 
air  hours  away,  and  two  major  cross- 
country interstates  serve  the  area. 
Over  140  different  truck  lines  have 
your  products  out  of  town  only  min- 
utes after  leaving  theshippif    dock. 


Barge  lines  have  direct  access  to  the 
Midwest,  Gulf  and  all  ports  of  the 
world. 

And  what  could  be  more  convenient 
to  you,  your  family,  and  your  em- 
ployees than  living  less  than  30. 15  or 
5  minutes  from  the  plant  or  office? 
You'll  shave  hours  off  commuting 
time. 

If  you  let  Nebraska  solve  your  trans- 
portation problems,  you'll  have  more 
time  to  solve  others. 


We've  got  room  for  company,  and  we'd  like  to  have  yours. 

OMAHA  PUBLIC  POWER  DISTRICT 

1623  Harney  Street 
Omaha.  Nebraska  68102 


Area  Development  Department.  OPPO 
1623  Harney  Street.  Omaha.  Nebraska  t 

/  would  like  information  on  Omaha-Soul      ast 
Nebraska.    In    strictest    confidence,  of  c< 
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COMPANY  NAME- 
fO-10 


1 
I 


ADDRESS 


CITY 


STAT; 


people  told  us  that  it  would  dd." 
In  short.  Sehoenhofen  is  convinced 
the  1970  decline  is  only  a  temporary 
dip.  He  ticks  oft  the  list  of  Ward's 
troubles  in  1970:  1)  a  poor  year  for 
the  auto  companies  and  their  suppliers 
that  sharply  reduced  sales  in  Detroit 
— by  far  Ward's  largest  metropolitan 
district— and  throughout  the  Midwest, 
where  it  has  its  heaviest  concentra- 
tion of  stores:  2)  a  Midwest  truck- 
ing strike  that  also  crippled  first-half 
sales  and  a  lithographers"  strike  in  the 
second  half  that  delayed  Ward's  cata- 
logue past  the  back-to-school  season; 
3)  difficult  money  market  conditions 
drat  forced  more  than  a  dozen  shop- 
ping center  developers  to  renegotiate 
their  leases  and  financing  arrange- 
ments and  caused  Ward  to  lose  a  good 
many  tens  of  millions  in  sales  from 
delayed  store  openings.  "Call  it  what 
you  will— bad  planning  or  bad  luck— 
diese  things  are  all  temporary,  one- 
time problems."'  says  Edward  S.  Don- 
nell.  who  has  been  president  of  Mont- 
gomery Ward  since  1966. 

New  Company 

The  man  who  convinced  Sehoen- 
hofen that  Ward's  big  problems  were 
behind  was  Robert  Brooker.  a  former 
Sears  vice  president  and  Whirlpool 
president  who  was  brought  over  to 
Ward  in  1961.  brooker.  in  effect,  built 
a  brand-new  company  within  the  old 
one.  Today  over  905  of  Ward's  profits, 
which  totaled  $39.6  million  last  year 
on  sales  of  S2.2  billion,  came  from 
stores  that  did  not  exist  at  the  time 
that  Brooker  took  over. 

Brooker  had  a  two-pronged  ap- 
proach. In  1961  the  majority  of 
Ward's  stores  were  located  in  smaller 
cities  and  towns  while  Sears  were  con- 
centrated in  the  rapidly  growing  larger 
metropolitan  areas.  Ward,  for  exam- 
ple, had  only  one  store  in  or  near  Los 
Angeles.  So  Brooker  set  about  adding 
scores  of  new  stores  in  big  metropoli- 
tan areas,  some  210  through  the  end 
of  this  year,  while  closing  2SS  in  other 
areas. 

His  second  accomplishment  was  to 
replace  Ward's  department  store-ori- 
ented management  with  experienced 
chain  store  operatives,  main  pirated 
from  Sears  (including  Ed  Donnell): 
Then  he  regrouped  them  into  Soars- 
style  metropolitan  district  organiza- 
tions for  more  effective  control  and 
coordination  ol  purchasing  and  mer- 
chandising decisions. 

"The  heavy  burden  of  store  open- 
ings and  additional  management  lay- 
ers has  more  than  paid  for  itself,"  says 
Donnell.  Ward's  sales  per  square  foot, 
a  key  retailing  performance  measure. 
have  jumped  from  $50  to  over  $80. 
"W  e  still  trail  Sears,  which  gets  more 
than  $100  per  square  foot.   But  were 
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Want  to  keep 
polluted  water 
where  it  belongs? 

Or  buy  scales, 
rug  backing,  hoses 
or  hand  cleaners? 

See  Firestone. 
We  make  44,000 
things  besides 
tires. 

Among  the  many  products  we  make  besides 
tires  are  ingenious  dams  of  rubberized  fabric 
that  inflate  and  deflate  automatically.  Rugged 
and  highly  adaptable,  they  are  used  widely.  One 
example  being  in  the  Minneapolis  sewer  system 
to  control  flash  flooding,  and  keep  polluted 
water  from  entering  the  Mississippi  River. 

Another  measure  of  our  diversity:  we  are  the 
carpet  industry's  largest  supplier  of  rug 
backing.  In  fact,  Firestone  is  basic  in  metals, 
plastics,  textiles,  chemicals  and  rubbers.  (One- 
fourth  of  our  profits  now  come  from  products 
other  than  tires  and  tubes.) 

Is  there  something  we  can  do  for  you?  Very 
likely  there  is,  whether  it's  supplying  an 
existing  product,  or  working  out  something 
to  your  specifications. 

See  Firestone.  We  aim  to  make  products  that 
are  best  today,  still  better  tomorrow. 

For  more  information,  write:  Firestone, 
Market  Opportunities,  Akron,  Ohio  44317. 


Rockwell  Report 

by  Clark  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


Most  R&D  men  worth  their  salt  are  continually  after  management  for  more,  and 
better  computer  capacity  —  in  the  Research  Center.  But  our  R&D  department 
willingly  gave  up  their  computer  not  too  long  ago  —  and  are  delighted  with  the 
results!  As  our  vice  president  who  runs  R&D  says,  "We  gave  up  a  scooter  for  a 
one-third  interest  in  a  limousine." 

They  get  their  one-third  "right  out  of  the  middle":  8  AM  to  5  PM,  five  days  a 
week,  on  a  machine  with  memory  disc  and  other  capabilities  far  beyond  what 
they  could  justify  alone.  (Our  computer  center  is  run  by  an  engineer,  which 
may  be  one  reason  for  the  preferential  treatment.) 

The  payout,  of  course,  is  in  the  time  saved  by  our  engineers  and  scientists.  For 
example,  a  prototype  design  for  a  nuclear  valve  was  analyzed  in  12  machine 
hours  over  a  month's  time:  on  the  old  R&D  computer,  it  would  have  taken  about 
60  hours  —  and  two  months'  work  for  our  designer.  Our  R&D  people  have  also 
computerized  some  sophisticated  design  work  that  would  have  been  just  too 
cumbersome  on  the  old  equipment. 

By  throwing  in  with  the  rest  of  the  company,  R&D  got  a  better  deal  —  and 
the  company,  a  larger,  more  versatile  computer  with  capacity  for  sophisticated 
analysis  to  help  run  the  whole  business  more  efficiently. 


test  products  from  150°  below  zero 
to  200°  above.  We  can  operate  our 
valves  on  Alaska's  frigid  North  Slope 
before  they're  shipped.  We  can  "in- 
stall" petroleum  meters  in  Min- 
neapolis, gas  meters  in  Buffalo  and 
parking  meters  in  Seattle.  Or  we  can 
turn  on  the  heat  and  see  how  they'll 
react  to  a  summer  in  Phoenix.  As  a  re- 
sult, we  know  our  products  are  going 
to  be  comfortable  in  any  climate  — 
and  so  are  our  customers. 

Quick-change  artist.  Manufacturers  of 
printed  circuit  boards  and  other  intri- 
cate products  now  have  a  way  to  make 
multiple  spindle  drilling  of  minute 
holes  in  a  variety  of  sizes  even  faster 
and  more  accurate.  Our  Precise  Divi- 
sion recently  developed  the  Uni- 
Chuck  tool  holder  to  permit  the 
frequent  change  of  common  shank 
drill  bits  in  just  a  few  seconds  with  a 
simple  twist  of  the  fingers.  The  old 
way  can  take  minutes  and  requires  a 
wrench.  What's  more,  the  Uni-Chuck 
helps  produce  a  hole  with  twice  the 
accuracy  of  other  types  of  tool 
holders. 


Changing  climates.  Many  of  our  cus- 
tomers live  in  places  where  normal 
winter  weather  can  play  some  nasty 
tricks  on  meters  and  valves.  So 
recently  added  another  cold  room  to 
our  R&D  facilities  that  enables  us  to 


This  is  one  of  a  series  of  informal  reports  on  K  „„  Company,  Pilisburgh,  Pa.,  makers  of 

measurement  and  control  devices,  instruments,  and  power  ;ools  toi  28  basic  markets. 


Rockwell 

MANUFACTURING  COMPANY 


better  than  Penney 's,  and  in  our  newer 
stores  we're  doing  more  than  $90  per 
square  foot,"  says  Donnell.  In  1967; 
when  the  rebuilding  expenses  were 
heaviest,  Ward  earned  only  $17.4  mil- 
lion on  sales  of  $1.9  billion.  This  year, 
even  with  its  run  of  bad  luck,  Ward 
could  net  close  to  $35  million  on  $2.2 
billion  Jn  sales.  If  so,  Marcor  overall 
could  earn  more  than  $60  million  (vs. 
$66;9  million  in  1969)  on  sales  of 
about  $2.8  billion. 

Money  Marriage 

Given  Ward's  improvement,  the 
merger  made  sense.  But  does  it  make 
sense  to  put  a  specialized  packaging 
company  together  with  a  giant  re- 
tailer? In  theory,  perhaps  not.  In  prac- 
tice, yes.  Container  has  always  been 
a  well-run  company,  one  of  the  most 
innovative  in  the  packaging  industry. 
During  the  Sixties,  however,  Container 
lost  market  share  in  the  shipping  con- 
tainer business,  from  over  7%  to  just 
around  6%,  as  bigger  competitors  like 
Weyerhaeuser  and  International  Paper 
began  to  make  their  weight  felt  in  the 
business.  One  reason  was  Container's 
refusal  to  expand  in  some  lower-profit 
lines,  but  another  was  its  relatively 
limited  capital  and  its  reluctance  to 
leverage  itself  too  heavily  with  debt. 

That's  where  Montgomery  Ward  has 
helped.  Ward  has  huge  tax  deferrals 
from  its  growing  volume  of  installment 
sales— some  $124  million  worth  at  the 
end  of  1969.  These  arise  (and  bolster 
its  cash  flow)  because  its  credit  sales 
are  reported  immediately  as  income, 
but  the  taxes  on  that  income  are  not 
paid  until  the  installment  payments 
roll  in.  Container,  which  last  year 
netted  $27.7  million  on  $510  million 
in  sales,  has  been  able  to  use  some 
of  Ward's  added  cash  flow  to  double 
its  plant  expenditures  to  around  $85 
million.  Thus,  without  going  heavily 
into  debt,  it  can  begin  halting  the 
erosion  of  its  market  share  by  larger, 
more  heavily  capitalized  competitors. 

Aside  from  sharing  the  tax  break, 
Schoenhofen  presently  plans  no  other 
major  steps  to  mesh  Ward  and  Con- 
tainer and  wastes  no  time  singing  the 
pleasures  of  synergy.  He  says  each  can 
do  well  on  its  own.  Container  will 
shortly  bring  on  stream  new  capacity 
for  which  he  says  the  markets  arc  al- 
ready in  place.  As  for  Ward,  "They 
are  still  in  the  process  of  turning 
around,  and  that  always  presents  tre- 
mendous potential  for  producing 
rather  good  profit  gains." 

But  what  do  you  call  a  company 
like  Marcor?  Is  it  a  conglomerate?  Of 
course  not.  An  integrated  operation? 
Again  no.  The  fact  is  that  Leo  Schoen- 
hofen doesn't  much  care  what  you  call 
Marcor.  He's  only  concerned  that  it 
produce  results.  ■ 
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HIS  MISSION:  DESIGN  THE  FUTURE 

He's  an  architect,  a  mixture  of  artist,  engineer  and  economist.  His 
professional  skills  are  guided  by  human  values.  Because  he  knows  the  shapes 
he  plans  today  will  help  shape  the  lives  we  live  tomorrow. 

A  closejDarallel  is  found  in  the  role  of  the  National  Life  agent.  Economist, 
businessman,  husband  and  father.  His  professional  skill 
mixes  with  practical  experience  to  make  him  an  able 
architect  of  your  life  insurance  program. 


National  Life 


of  Vermont 


National  Life  Insurance  Company,  Montpelier,  Vermont 
LIFE  INSURANCE.  BUSINESS  INSURANCE.  PENSION  AND  PROFIT-SHARING  PLANS 


The  Money  Men 


The  Fault,  Dear  Brutus . . . 


Appleman  of  F.I.  duPont,  Glare  Forgan 


"Every  investor  or  speculator 
makes  his  own  success  or  failure  in 
his  own  way,  largely  in  the  size  and 
style  of  his  own  personality." 

—The  Winning  Habit 

The  writer  of  the  above  is  a  pleas- 
ant, witty  52-year-old  Manhattan- 
based  partner  in  F.I.  duPont,  Glore 
Forgan  &  Co.  named  Mark  Apple- 
man.  He  has  a  stock  market  theory, 
and  it  involves  psychology,  not  the 
mass  psychology  of  John  King 
(Forbl;s.  Sept.  1),  but  individual 
psychology.  Appleman  has  written 
a  hook  about  the  psychology  of  in- 
vesting called  The  Winning  Habit 
(McCall\  $6.95).  Look  will  run  a 
story  on  it  next  month  and  include 
a  test  Appleman  devised  of  your 
and  my  fitness  as  investors. 

Don't  get  your  hopes  up.  The 
Winning  Ilahit  isn't  a  system  for 
beating  the  market.  Quite  the  con- 
trary. If  you're  honest  with  your- 
self when  you  read  it,  you  may  well 
conclude  that  you're  never  going 
to  beat  the  market. 

Were  you  clobbered  this 
Did  you  miss  out  on  the  be  irtof 
the  1967-68  bull  market?  Do  u 
usually  sell  too  soon  and  buy  too 
late?  Don't  blame  your  broker,  Ap- 
pleman says,  or  permissive  account- 


ants or  conglomerators  or  tight 
money  or  student  rioters  or  Spiro. 
The  fault,  Dear  Brutus,  lies  not  in 
the  stars  but  in  ourselves. 

"One  of  the  most  difficult  phe- 
nomena we  have  to  cope  with  to- 
day," writes  Appleman,  "is  the  sub- 
conscious desire  of  many  people  to 
lose  in  the  stock  market  to  pay  back 
their  gains  from  other  sources.  Para- 
doxically, they  succeed  in  their 
subconscious  desire  to  fail  in  their 
conscious  aim."  This  in  a  chapter 
called  "Market  Masochists."  Most 
of  the  book  is  a  breezy  guide  to 
investor  types  he  has  observed. 

Tell  20  investors  about  the  same 
stock  at  the  same  time,  Appleman 
says,  and  you  will  get  20  different 
results.  Some  will  rush  in.  Others 
will  turn  it  down  for  irrelevant  rea- 
sons ("I  never  buy  retail  stocks"  or 
"I  once  had  a  bad  experience  with 
one  of  their  products") . 

Appleman  likes  to  tell  the  story 
about  two  old-time  Wall  Streeters. 
One  died  worth  $20  million-$30 
million;  the  other  merely  left  his 
family  comfortably  off.  Friends, 
they  both  bought  a  utility  holding 
company  stock  in  the  Thirties  when 
it  was  going  for  a  couple  of  dollars 
a  share.  The  small  winner  sold  his 
shares  when   they  had  doubled  in 


price;  he  figured  the  stock  had 
done  enough  for  him.  The  second 
held  on  until,  around  $100,  he  saw 
signs  it  had  run  out  of  steam.  Both 
recognized  a  bargain,  but  one  of 
them  had  the  "winning  habit."  The 
other  one  was  a  born  small  winner. 
Talk  to  Mark  Appleman  for  a 
bit— as  we  did— and  you  come  to 
understand  why  he  wrote  the  kind 
of  book  he  did.  "I've  never  been  as 
interested  in  the  numbers,"  he  says, 
"as  I  have  in  the  people."  Until 
nine  years  ago,  when  he  was  43, 
Appleman  wasn't  a  stock  market 
man  at  all  but  a  words-and-people 
man.  He  did  a  youthful  stint  in 
Hollywood,  where  he  wrote,  among 
other  things,  the  screenplay  for 
Irene  Dunne's  Invitation  to  Happi- 
ness ("You  can  still  catch  it  on  the 
late  late  show").  After  that  he 
wrote  half-hour  TV  shows— "until 
I  found  out  the  guy  writing  the 
60-second  commercials  was  making 
more  money."  Appleman  ended  up 
as  a  group  head  at  J.  Walter 
Thompson  handling  big  financial 
accounts,  and,  no  masochist,  he 
gravitated  to  where  the  really  big 
money  was:  Wall  Street.  Appleman 
in  1961  moved  to  duPont  where  he 
is  a  partner  in  charge  of  market 
development  and  public  relations. 
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He  took,  however,  his  advertising 
man's  habits  with  him.  A  good  ad- 
vertising man  is  more  interested  in 
what  toothpaste  means  to  the  con- 
sumers than  in  its  chemical  formu- 
la. Appleman  was  more  interested 
in  investors  than  in  investments. 

Once  on  Wall  Street,  one  of  the 
first  rhings  Appleman  asked  him- 
self was:  How  sensible  are  inves- 
tors, really,  about  their  money?  He 
came  to  this  conclusion:  Most  in- 
vestors are  swayed  by  a  good  deal 
more  than  a  simple  desire  to  maxi- 
mize their  economic  gains.  Apple- 
man  decided  that  the  stock  market 
was  as  much  Freud  and  Jung  as 
Adam  Smith  or  J.M.  Keynes. 

How  good  is  the  book?  Well,  it's 
hardly  original.  Nearly  two  decades 
ago,  investment  adviser  John  Ma  gee 
pointed  out  many  of  the  same 
dungs  in  Tin  General  Semantics  of 
Wall  St  net. 

\Ko,  Appleman  tends  to  over- 
state by  a  wide  margin  the  impor- 
tance of  having  01  not  having  the 
winning  habit.  For  example,  we 
asked  him  whether  access  to  good 
research  couldn't  turn  a  loser  into 
a  winner.  He  replied:  "A  good  re- 
search department  will  turn  the 
odds  a  little  bit  in  your  favor.  All 
it  can  do  is  reduce  the  risk  slightly." 
Pressed,  Appleman  went  even  fur- 
ther: "Psychology  accounts  for 
about  75%  of  any  market  move." 

Which,  of  course,  relegates  to 
relative  unimportance  the  spheres 
of  economics,  politics,  management 
and  mass  psychology. 

Still,  The  Winning  Habit  is  a 
comforting  book  for  stockbrokers 
who  won't  mind  hearing  that  most 
poor  results  are  the  customers'  fault. 
Carried  to  its  logical  conclusion, 
however,  the  message  of  The  Win- 
ning Habit  isn't  particularly  en- 
couraging for  stockbrokers.  If 
many  readers  are  honest  with  them- 
selves, they  may  recognize  that 
they  are,  hopelessly,  chronic  losers 
or  small  winners.  In  which  case 
they  might  be  better  off  out  of  the 
stock  market,  or  in  a  mutual  fund. 

We  asked  Appleman  about  this 
and  he  replied  it  won't  often  hap- 
pen that  way.  "The  most  interest- 
ing thing  I've  found  from  people 
who  I  wrote  about— under  disguised 
names,  of  course— was  that  they 
didn't  recognize  themselves.  When 
I  told  them  they  were  in  the  book, 
they  said,  yeah,  they  recognized 
themselves,  but  almost  always 
picked  the  wrong  character."  ■ 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

New  Issue 


$85,000,000 

Western  Union  Corporation 

7V4%  Convertible  Subordinated  Debentures 
due  October  1, 1995 

Convertible  into  Common  Stock  at  $37.25  per  Share 


western  union 


Price  100% 

and  accrued  interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


rviihn,  Loeb  &  Co. 

Dillon.Read  &  Co.Inc.    The  First  Boston  Corporation    Lehman  Brothers 
Blyth  &  Co.,  Inc.        Drexel  Harriman  Ripley       duPont  Glore  Forgan 

Incorporated  Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.  Goldman,  Sachs  &  Co. 

Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 

Kidder,  Peabody  &  Co.     Lazard  Freres  &  Co.     Loeb,  Rhoades  &  Co. 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 


Salomon  Brothers 


Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co. 


Bache  &  Co. 

Incorporated 

September  24, 1970 


Stone  &  Webster  Securities  Corporation 


White,  Weld  &  Co. 


Dean  Witter  &  Co. 

Incorporated 

Paribas  Corporation 
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Myers&Liggett? 

We  haven't  really  changed  the  name,  but  we  have  changed  the  company. 
We  are  now  54  per  cent  non-tobacco. 


Only  an  ape  would  make  a 
Bombay  martini  at 
less  than  five  to  one. 


"Gentlemen,  I'm  pleased  to  say  that 
Liggett  &  Myers  is  numberone  in 
sales  of  canned  dog  food  (Alpo) 
Scotch  whisky  (J&B), 
watch  band  units  (Brite), 
carpet  cleaning 
programs  (Blue  Lustre), 
premium  quality  imported  wine, 
even  popcorn.  Any  questions?" 


Liggett  &  Myers,  makers 

of  L&M,  Chesterfield 

and  Lark  cigarettes, 

has  diversified  into  foods,  liquors, 

wines,  pet  foods,  watch  bands 

and  household  cleaning  products. 

In  six  years,  sales  of  these  non-tobacco 

products  have  jumped  from  zero  to  54  per  cent 

of  total  sales,  excluding  excise  taxes  (6  months,  1970). 

Liggett  &  Myers 

^      ^^      y  9r  Incorporated 


Out  of  the  Clouds? 

To  an  airline  that  made  less  than  $1  million  over  the  en- 
tire last  decade,  any  kind  of  a  profit  looks  mighty  good. 


President  Floyd  Hall  and  his  co- 
horts at  Eastern  Air  Lines  still  have 
their  fingers  crossed.  Their  company 
has  lost  money  in  seven  of  the  past 
ten  years,  including  1968  and  1969. 
But  if  all  goes  well  for  Eastern  during 
the  last  half  of  1970,  the  nation's  most 
conspicuous  problem  airline  could 
wind  up  the  year  making  at  least  a 
small  profit. 

During  the  first  half  it  actually 
netted  $17  million  on  16%  high  rev- 
enues of  $501  million,  at  a  time  when 
the  four  other  major  U.S.  trunklines 
(United,  American,  TWA  and  Pan 
American)  lost  a  total  of  $90  million. 
Eastern  typically  does  best  during  the 
early  months,  when  winter  vacationers 
travel  its  Florida  and  Caribbean 
routes,  and  then  lags  during  the  sec- 
ond half.  But  Samuel  L.  Higginbot- 


TriStar.  Denied  its  hoped-for 
Pacific  routes,  Eastern  has 
pinned  its  hopes  on  Lock- 
heed's L-1011  airbus  rather 
than  the  747  to  serve  its  high- 
volume,  short-haul  route  system. 


torn,  EAL's  executive  vice  president 
and  general  manager,  now  is  willing 
to  go  out  on  a  limb  and  predict  at 
least  a  marginal  profit  for  the  full  year. 

Does  this  mean  Eastern  has  finally 
emerged  from  the  fiscal  clouds?  Hard- 
ly. Eastern  is  currently  doing  well  in 
large  part  because  National  Airlines, 
its  competitor  on  its  important  Florida 
routes,  suffered  a  long  strike  last  win- 
ter. It  is  doing  well,  too,  because  it 
did  so  poorly  during  both  1968  and 
1969,  when  the  airline's  losses  totaled 
more  than  $14  million. 

Eastern  has  been  in  real  trouble 
since  1968,  the  year  the  long-awaited 
Pacific  route  awards  were  made.  The 
line  had  every  reason  to  expect  to  get 
a  Pacific  route,  and  it  had  done  its 
planning  on  that  basis.  "We  had  very 
fine  recommendations  from  the  exam- 
iner," says  Charles  J.  Simons,  Eastern's 
senior  vice  president  and  chief  finan- 
cial officer.  "When  we  didn't  get  it, 
we  were  caught  with  more  capacity 
than  we  required  and  had  to  take 
steps  immediately  to  correct  it— by 
phasing  out  both  planes  and  people." 

The  phase-out,  however,  was  not  as 
abrupt  as  it  might  have  been.  Other 
lines  have  attacked  similar  overcapac- 
ity burdens  in  recent  years  by  making 
wholesale  cuts  in  personnel  and 
planes.  Eastern  accomplished  its  cut- 
backs more  gradually,  through  attri- 
tion. Its  staff  will  have  been  reduced 
by  700  people  by  the  end  of  this  year, 
mostly  because  it  has  not  replaced 
people  as  they  retired  or  left  the  com- 
pany. By  the  end  of  the 'year  it  will 
have  retired  27  DC-8s,  DC-9s  and 
Boeing  720s,  but  added  only  15  Boe- 
ing 727s.  It  has  sold  the  four  Boeing 
747s  it  had  on  order,  but  has  leased 
three  back  from  Pan  Am  (until  its 
Lockheed  1011s  are  ready  for  service 
late  in  1971).  So  only  in  1970,  two 
years  after  it  began  cutting  back,  are 
the  effects  starting  to  be  felt. 

Fancy  Trimmings 

However,  Eastern  was,  in  Higgin- 
bottom's  words,  "a  very  sick  airline" 
long  before  1968.  In  the  five  years 
through  1964,  the  year  Floyd  Hall 
moved  over  from  TWA  to  become 
Eastern's  chairman  and  president,  the 
company  had  lost  more  than  $50  mil- 
lion. Hall  managed  to  improve  both 
revenues  and  earnings  for  a  few  years, 
in  part  through  a  series  of  marketing 
ploys  aimed  at  solving  one  of  Eastern's 
biggest  problems,  its  poor  customer 
service  image.  One  such  move  was 
its  so-called  Eastern  I  program,  which 


featured  all-first-class  flights  with  ex- 
tra trimmings  like  Rosenthal  china  and 
additional  stewardesses.  Says  Higgin- 
.•bottom:  "The  Rosenthal  china  was 
just  as  important  in  changing  some 
long-held  attitudes  within  the  compa- 
ny itself  as  it  was  in  attracting  addi- 
tional customers." 

But  the  improvements  Hall  was 
able  to  make  during  1965-67  were  not 
enough  to  offset  the  capacity  addi- 
tions .made  in  anticipation  of  the  Pa- 
cific routes.  Hence  the  trimming  back 
of  the  past  two  years.  This  year, 
thanks  largely  to  National's  strike, 
Eastern  was  able  to  boost  its  passenger 
volume  during  the  first  half  by  14%, 
compared  with  only  a  2%  gain  for  all 
domestic  trunklines.  This  gave  East- 
ern a  55%  passenger  load  factor  dur- 
ing the  first  six  months  of  this  year, 
the  highest  of  the  Big  Four  domestic 
airlines,  permitting  the  volume  gains 
to  filter  down  to  profits. 

Plenty  of  Troubles 

Hall,  Higginbottom  and  Co.  realize 
there  is  still  plenty  of  bumpy  riding 
ahead.  Improvements  notwithstand- 
ing, the  reputation  for  less  than  ex- 
cellent service  has  died  slowly.  It  has 
not  been  helped  by  the  fact  that  East- 
ern, with  its  heavy  concentration  of 
East  Coast  routes,  must  fly  into  some 
of  the  most  congested  airports  in  the 
country.  Then  too,  while  Eastern  has 
tried  such  marketing  ploys  as  off- 
peak  fares,  its  competitors  have  coun- 
tered effectively  with  moves  of  their 
own.  Eastern  has  been  trying  to  build 
traffic  at  a  time  when  other  profit- 
short  airlines  have  desperately  been 
trying  to  do  the  same. 

Most  troublesome  for  Eastern,  how- 
ever, is  its  route  structure— a  problem 
that  is  not  easily  or  quickly  solved. 
Eastern  simply  does  not  have  enough 
of  the  more  profitable  long-haul 
routes,  and  it  has  almost  no  overseas 
routes.  A  year  and  a  half  ago  it  won 
permission  to  fly  from  Atlanta  to  Los 
Angeles  and  Dallas/ Fort  Worth.  This 
summer  it  gained  flights  from  St. 
Louis/ Omaha  to  the  Pacific  North- 
west. Even  so,  its  average  flight  is 
only  512  miles  long,  excluding  its 
short  Washington-New  York-Boston 
shuttle  service,  while  United's  flights 
average  640  miles,  American's  708 
miles,  TWA's  771  miles.  Nothing 
short  of  a  merger  with  another  line 
that  has  long  routes  will  improve  this 
situation  very  quickly.  And  Eastern, 
with  a  2.8-to-l  debt-equity  ratio,  one 
of  the  highest  in  this  debt-ridden  in- 
dustry, is  scarcely  the  most  attractive 
merger  partner  around. 

Eastern,  in  short,  still  has  plenty  of 
problems.  But  that  only  serves  to 
make  even  marginal  profits  for  1970 
look  mighty  good.   ■ 
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all  adds  up.  Electronics.  Electrochemistry  Electromechanics.  Metallurgy 
Four  technologies  converging  to  build  leadership  positions 
in  products  and  markets.Thats  what  Gould  is  a  I  about. 


Another  case  in  point:  High-Density  Powder 

Metal  Shapes.  Gould's  unique  capability  of 

engineering  and  fabricating  powder  metal 

products  offers  competitive  advantages  over 

costlier  machined  parts.  A  new  "hot-densifying" 

process  provides  products  with  up  to  98%  of  the 

density  of  wrought  metal.  With  Gould's  powder 

metal  process,  lower  costs  are  achieved 

because  there  is  no  scrap,  and  many  secondary 

machining  operations  are  eliminated.  This 

metallurgical  activity  provides  high-precision 

mechanical  components  for  use  by  automotive, 

truck,  heavy  machinery,  computer  and  appliance 

manufacturers.  Gould  Inc.,  8550  West  Bryn  Mawr, 

Chicago,  Illinois  60631. 


GOULD    .], 


_ 


businesses 
is  our  business 


Example:  the  new  retail  concept  of 
combining  gasoline  and  grocery  facilities 
for  convenient  one-stop  shopping. 


We  don't  just  expand 
existing  markets. 
We  create  new  ones. 

Developing  markets  to  their  full  potential  is 
one  way  to  build  businesses.  Creating  new 
markets  is  another.  At  Tenneco  we  do  both. 
That's  one  good  reason  why  our  sales  are 
at  an  all-time  high— over  $2.4  billion  last  year 
-up  318%  since  1965.  And  we're  still 
growing.  Because  we're  still  building— in 
more  ways  than  one. 
Tenneco  Inc.,  Houston,  Texas  77001. 


Tenneco 

llKHE£2.?.KS".ei&?  ■ '1C 'T!NNElSEe  GA;  ;       'AMISSION  CO  /TENNECOOIl  CO  /PACKAGING  CORP  OF  AMERICA 
KERN   COUNTY    LAND   CO    /   J.    I     CASE    C,  ACTURING   CO    /   NEWPORT   NEWS   SHIPBUILDING 


Example:  the  designing  of  giant  ice-breaking 
tankers  to  create  new  shipping  routes 
through  Arctic  ice  20  feet  thick. 


J 


e:  the  creating  of  new  shapes,  sizes, 
ds  of  packaging.  Purpose:  to  serve 
cturers  and  consumers  better. 


Example:  new  "wet  look"  upholstery  material. 
This  high-gloss,  high-fashion  material  is  the 
latest  addition  to  Tenneco's  Tenpelle™  line. 

■■■■ 


Example:  concrete  pumping  systems  that  can 

pump  concrete  20  stories  or  higher. 

Result:  savings  in  construction  time  and  cost. 


:  the  planning  and  building  of  new         Example:  the  engineering  of  a  new  high-spe 
•  ities  for  a  growing  population.  Pro-       racing  jack.  It's  typical  of  lifting  devices  we 
•iade  for  living,  working,  and  playing,    design  for  faster,  lower-cost  auto  service. 


Example:  the  "total  energy"  concept  of 
natural  gas  as  a  single  source  of  clean 
energy  for  heating,  cooling,  electricity,  too. 


Cadbury's  New  Schweppervescence 

With  the  Cad  bury  Schweppes  merger,  another  old  British  family  firm 
disappeared  and  a  big  new  international  food  company  was  born. 


Anyone  who  has  ever  so  much  as 
glanced  at  a  Schweppes  ad  knows 
that  Commander  Edward  Whitehead- 
is  the  very  model  of  a  gin-and-tonic 
man.  Most  Americans  take  it  for 
granted  that  he  invented  the  drink. 

Can  you  imagine  Commander 
Whitehead  peddling  Turkish  Delight? 
Or  chocolate  fudge?  Or  something 
called  Crunchie? 

He  will.  And  very  soon.  He  may 
not  .like  the  stuff  himself,  but  he'll  sell 
it.  For  proof  of  that,  take  a  look  at 
the  photo  to  the  left. 

Schweppes,  which  also  introduced 
Americans  to  bitter  lemon  and  bitter 
orange,  has  merged  with  Cadbury,  a 
company  that  makes  chocolates  and 
other  confectioneries  and  food  prod- 
ucts of  various  kinds  such  as  de- 
hydrated potatoes  and  freeze-dried 
milk.  And  Commander  Whitehead, 
who  is  chairman  of  Schweppes 
U.S.A.,  is  also  on  the  board  of  Cad- 
bury Schweppes,  Ltd. 

Until  the  merger,  Schweppes  and 
Cadbury  both  were  relatively  small 
companies,  as  soft-drink  and  food 
companies  go.  By  the  merger,  they 
have  entered  the  league  of  the  big 
fellows.  With  combined  sales  last  year 
of  $625  million,  Cadbury  Schweppes 
still  is  only  a  baby  compared  with 
such  competitors  as  Unilever,  Swift, 
Procter  &  Gamble  and  General  Foods, 
but  it's  big  enough  to  fight  them.  And 
that,  says  Lord  Watkinson,  former 
chairman  of  Schweppes  and  now 
chairman  of  Cadbury  Schweppes,  was 
the  basic  reason  for  the  merger:  to 
create  a  company  with  sufficient  fi- 
nancial resources  to  fight  anybody  in 
the  food  and  soft-drink  business. 

Although  Cadbury  Schweppes  is 
less  than  a  fifth  the  size  of  Unilever  in 
the  food  business  and  less  than  a  third 
the  size  even  of  Nestle,  Lord  Watkin- 
son has  no  fear  of  them.  He  says,  with 
obvious  confidence:  "We  can't  expect 
to  increase  earnings  this  year  because 
of  the  problems  and  the  expenses  of 
the  merger.  Starting  next  year,  we'll 
have  an  increase  of  10%  in  earnings 
every  year.  I'm  sure  of  that."  Follow- 
ing the  merger  last  year,  the  stock 
was  selling  between  $2.15  and  $2.25. 
Recently,  it  sold  at  about  $1.60,  but 
even  so  had  a  price/ earnings  ratio  of 
16,  among  the  highest  of  the  food 
companies  on  the  London  Stock  Ex- 
change. Says  Lord  Watkinson:  "The 
decline  of  our  stock  has  been  exactly 
in  line  with  the  general  fall  in  the 
market,  but  we've  done  slightly  better 
than  our  competitors.  We're  not  go- 
ing to  blossom  overnight  into  a  glam- 
our stock,  but  wait  'til  next  year." 

In  the  same  tone  of  confidence, 
Commander  Whitehead  says:  "We're 
not  afraid  of  competition.  When  I  ar- 
rived in  the  U.S.  18  years  ago,  I  made 


an  intensive  study  of  U.S.  marketing 
*  practices  and  I've  been  studying  them 
ever  since.  The  Americans  are  right. 
Competition  is  good  for  anyone  who 
knows  how  to  compete,  because  com- 
petition enlarges  the  market." 

Schweppes  and  Cadbury  courted 
each  other  for  a  long  time.  Yet,  the 
marriage  did  seem  an  unlikely  one. 
The  food  business  and  the  soft-drink 
business  are  actually  two  completely 
different  businesses.  Because  of  the 
pattern  established  by  Coca-Cola,  soft 
drinks  are  marketed  by  independent 
bottlers.  Like  Coca-Cola,  Schweppes 
provides  the  essence,  the  knowhow 
and  the  quality  control;  the  bottlers 
handle  the  local  marketing.  This  makes 
it  utterly  impossible  for  Cadbury  and 
Schweppes  to  create  a  unified  distribu- 
tion system. 

Other  incongruities:  Schweppes  had 
long  been  a  publicly  held  corporation. 
(  adbury,  in  contrast,  had  been  con- 
trolled by  the  Cadbury  family  and 
trusts.  Schweppes  was  a  highly  prof- 
itable corporation,  though  small:  In 
196$,  on  sales  of  $227  million  it  earned 
v25.7  million  before  taxes.  Cad- 
bury was  only  moderately  profitable, 
though    much    larger.     On     sales    of 

16.9  million  it  earned  $22.1  million. 

Then  why  the  merger?  To  under- 
stand the  answer,  one  has  to  realize  a 
simple  fact  about  the  United  King- 
dom: It's  a  small  country.  Any  compa- 
ny with  the  ambition  to  grow  must 
grow  overseas. 

"We  have  only  a  third  of  the  home 
market  of  General  Foods,"  says  Lord 
Watkinson  (who,  incidentally,  is  a  tre- 
mendous admirer  of  GF's  manage- 
ment). Of  necessity,  therefore,  both 
Schweppes  and  Cadbury  did  have  one 
thing  in  common:  Though  based  in 
the  U.K.,  they  were  international- 
minded.  They  both  thought  of  the  en- 
tire world  as  a  market. 

They  had  another  thing  in  com- 
mon: the  ambition  to  grow.  When 
Commander  Whitehead  says  that  he 
doesn't  like  chocolate,  but  he'll  sell  it 
the  way  he  sold  tonic,  he's  express- 
"ing  the  attitude  of  the  whole  Cad- 
bury Schweppes  organization.  "I  don't 
care  if  he  eats  it,"  says  Lord  Watkin- 
son, "so  long  as  he  sells  it." 

On  the  desk  of  every  Cadbury 
Schweppes  executive  is  a  sign  in  red 
letters  that  Lord  Watkinson  had  dis- 
tributed: "The  name  of  the  game  is 
profit."  Not  an  original  thought,  but 
one  often  ignored  in  British  business. 

Until  Adrian  Cadbury,  a  tall,  thin, 
intensely  polite  man  of  41,  took  over 
the  family  business  (and  it  was  very 
much  a  family  business  with  ten  Cad- 
burys  and  Cadbury  relatives  in  execu- 
tive positions),  the  company  was  slug- 
gish, not  only  in  terms  of  profit  but 
also  in  terms  of  sales.  Its  share  of  the 


U.K.  market  was  shrinking.  Adrian 
Cadbury  decided  to  change  that.  He's 
a  pusher.  The  English  may  appear  dif- 
fident, even  indolent  at  times,  but  they 
can  be  just  as  go-go  as  the  smartest 
whippersnapper  on  Madison  Avenue. 
And  Cadbury  is  like  that. 

Lord  Watkinson,  at  60,  also  was 
looking  for  new  worlds  to  conquer. 
His  problem  was  money.  "On  a  capital 
base  of  S72  million,  we  were  in  dan- 
ger of  overextending  ourselves.  We 
simply  needed  more  capital  in  order 
to  expand."  he  says. 

As  Lord  Watkinson  explains  it,  the 
merger  does  begin  to  make  sense. 
Schweppes  had  the  profitability.  Cad- 
bury had  the  capital.  Cadbury 
Schweppes,  Lord  Watkinson  says,  has 
a  capital  base  of  "between  $550  mil- 
lion and  $575  million."  Even  if  they 
cannot  merge  their  distribution  sys- 
tems, they  can  use  their  capital  and 
cash  flow  for  mutual  benefit. 

"We  don't  expect  any  great  econo- 
mics from  the  merger,"  Lord  Watkin- 
son says.  "Long  before  the  merger,  we 
both  had  McKinsey  &  Co.  in,  for  what- 
ever they're  worth.  This  was  not  a 
merger  designed  to  ell  ret  savings,  but 
to  give  us  strength  to  fight  any  food 
and  drink  company  in  the  world." 

Even  Coca-Cola? 

"Yes." 

In  the  food  and  drink  business,  new 
products  are  vital.  Cadbury  was 
slow  in  producing  new  products. 
Schweppes,  in  contrast,  worked  really 
hard  to  develop  them.  After  tonic 
came  bitter  lemon  and  bitter  orange. 
("One  thing  I'm  proud  of,"  says  Com- 


mander Whitehead,  "is  that  I  invented 
the  slogan  for  the  bitter  lemon:  'The 
only  soft  drink  that  children  don't 
like.' ")  What  held  Schweppes  back 
was  lack  of  money.  Cadbury 
Schweppes  now  has  money.  In  the 
merged  company,  Lord  Watkinson  is 
chairman.  Adrian  Cadbury  is  manag- 
ing director.  "My  control  is  financial," 
Lord  Watkinson  has  said.  "Adrian  is 
concerned  with  tactics."  Whitehead 
will  soon  head  Cadburv's  operations  in 
the  U.S. 

Both  companies  were  highly  decen- 
tralized before  the  merger,  with  each 
division  manager  pretty  much  in 
charge  of  his  operation.  This  policy 
is  being  continued  since  Cadbury 
Schweppes  sells  all  over  the  world, 
and  the  market  in  each  country  is  dif- 
ferent. "We  cannot  work  on  the  as- 
sumption that  we  know  it  all  here," 
says  Basil  Collins,  chairman  of  the  over- 
seas group.  Of  course,  Cadbury 
Schweppes  does  have  absolute  con- 
trol over  the  products  they  sell.  "We. 
charge  more  for  our  tonic,"  says  Com- 
mander Whitehead.  "We're  able  to 
only  because  we  produce  a  drink  that 
is  demonstrably  superior." 

"We're  only  at  the  end  of  the  begin- 
ning," Lord  Watkinson  says,  indicating 
that  the  merged  companies  have  very 
big  plans.  And  anyone  who  thinks  that 
British  marketing  is  no  match  for  the 
American  pros  should  remember  what 
Commander  Whitehead  did:  Made  a 
solid  beachhead  in  the  very  tough 
U.S.  soft-drink  market  for  a  decidedly 
British  product.  Never  underestimate 
a  determined  Britisher.   ■ 


Kids  Don't  Like  It?  That  slogan  is  all  wet  if  you  ask  parents  badgered 
into  buying  high-priced  Bitter  Lemon,  or  consult  Schweppes'  P&L  account. 


FORBES,    OCTOBER    15,    1970 


63 


Health  care 

is  one  of  our  babies 

'  Vatch  us  grow 
vithitinthe'70's. 


You  may  be  surprised  to  know  that  Simmons, 
-Id  leader  in  home  furnishings,  is  also  big  in 
institutional  furnishings  field. 

Were  the  ones,  you  know,  who  dreamed  up 

Hide-A-Bed  Sofa.  And  whose  Beautyrest 
tresses  lead  the  revolution  toward  super-size 
ding. 

We  make  the  biggest,  most  diversified  line 
lospital  beds  as  well  as  producing  stretchers 

all  sorts  of  patient-handling  equipment  for 
>itals,  clinics  and  nursing  homes.  We're  right 
front  in  health  care,  and  in  other  growth 
ortunities  in  the  decade  ahead. 

We've  been  averaging  more  than  one  acqui- 


sition and  one  new  plant  a  year  since  1954.  Each 
of  our  past  five  years  has  topped  the  previous  one 
in  record  sales.  And  right  now  we're  moving 
into  our  second  century  with  sales  of  over  a 
quarter  of  a  billion.  Already  this  year  we've 
bucked  the  general  business  trend  with  still  an- 
other record  high  in  sales  and 
earnings  for  the  six-month 
period. 

So  when  it's  growth 
you're  after,  take  a  long, 
hard  look  at  Simmons. 

All  of  our  babies  are 
doing  nicely.  second  century 


SIMMONS 


Simmons  Company 

Juvenile  Products  Division  •  Hausted  Division 

Thonet  Industries,  Inc.  •    Greeff  Fabrics,  Inc.    •  Katzenbach  Of  Warren,  Inc. 

Raymor  I  Richards,  Morganthau   •    Moreddi,  Division  of  Raymor   •  Selig  Manufacturing  Co.,  Inc. 

American  Acceptance  Corp.   •  York-Hoover  Corporation  •  Elgin  Metal  Casket  Co. 


with  companies,  as 
with  other  things, 
the  important  thing 
is  to  have  the 
proper  balance 


Bliss  &  Laughlin 

Industries 

balanced  for 

Profit 

17.4% 
17.3%        16.5% 
Return  on  Common  16  3o/o 

Equity 

13.8% 

13.7% 
10.8% 


'61     '62    "63    '64    '65    '66    '67    '68    '69 

Bliss  &  Laughlin  Industries  is  a  balance 
of  solidly  based  enterprises  which  have 
reinforced  each  other  and  built  a  profit- 
able corporate  structure.  For  example, 
return  on  common  equity  more  than 
doubled -8.5%  to  17.4% -from  1961 
to  1969. 


Get  the 

whole  story. 

Write  for  our 

'69  annual  report. 


BLISS 
Si 

LAUGHLIN 
industries 

126  W.  22nd  Street  •  Oak  Brook,  III.  60521 

•  Construction  tools  and  equipment  •  Land 
development  and  financial  services  •  Furniture 
and  appliance  parts  •  Cold  finished  steel  bars 


The  Billion-Dollar  Insurance  Caper 

Last  year  nearly  $1  billion,  on  top  of  some  $300  million 
the  year  before,  left  the  fire-and-casua/ty  companies  in  "up- 
stream dividends."  It's  hard  to  find  anybody  who  benefited. 


Two  years  or  so  ago,  a  couple  of  re- 
ports from  very  different  quarters 
pointed  out  an  unusual  situation  in 
the  fire-and-casualty  insurance  indus- 
try. As  a  result,  that  industry  may 
never  again  be  the  same. 

The  first  study,  issued  late  in  1967 
by  the  Wall  Street  firm  of  Car- 
ter, Berlind  &  Weill  (now  CBWL- 
Hayden,  Stone),  remarked  on  how 
much  more  capital  the  fire-and-casu- 
alty industry  had  than  it  needed  to 
conduct  its  low-profit  business.  (It 
recommended  that  the  insurance  com- 
panies be  taken  over  and  their  capital 
used  elsewhere.)  The  second,  finished 
early  in  1968  by  the  New  York  State 
Insurance  Department,  coined  the 
term  "surplus  surplus,"  meaning  any 
surplus  beyond  that  legally  required 
to  back  up  a  company's  policies.  This 
excess,  the  study  went  on,  "could  and 
should  be  invested  more  freely,  pre- 
cisely because  it  is  not  required  for 
insurance  purposes."  The  study  then 
suggested  that  holding  companies  be 
set  up  to  carry  out  the  diversification. 

The  two  studies  obviously  made 
convincing  reading.  In  1968  no  less 
than  $300  million  was  drained  from 
the  fire-and-casualty  companies  (as 
well  as  other  insurance  operations)  in 
so-called  "upstream  dividends"— funds 
shifted,  under  one  accounting  device 
or  another,  by  an  insurance  company 
to  its  majority  stockholder,  whether 
a  holding  company  set  up  to  facilitate 
diversification  or  a  conglomerate  or 
other  outsiders.  Last  year  the  total  "up 
streamed"  reached  nearly  $1  billion 
(see  table),  and  may  have  exceeded  it 
if  all  the  smaller  cases  were  known. 

So  far  this  year,  the  stream  has 
dwindled  to  a  trickle.  That  was  in  part 
the  result  of  the  stock-market  decline 
and  of  continued  casualty  underwrit- 
ing losses.  But  only  in  part:  Many 
state  insurance  commissioners  now  de- 
mand that  they  be  notified  prior  to 
any  significant  upstreaming,  and  Na- 
tional General's  drawing  off  of  a  $171- 
million  dividend  from  Great  American 
Insurance  last  year  sparked  a  con- 
gressional investigation  into  the  use  of 
insurance  funds  by  conglomerates. 

More  Ways  Than  One 

But  the  end,  at  least  temporarily, 
of  upstreaming  does  not  mean  that  the 
holding  companies,  conglomerates  and 
other  outfits  that  control  casualty  com- 
panies have  abandoned  the  notion  of 
tapping  all  that  insurance  cash.  What 
they   have   done   is    to   devise   slow- 


er and  more  sophisticated  techniques. 

Take  International  Telephone  & 
Telegraph,  which  after  a  year  and  a 
half  of  trying  has  finally  been  able  to 
merge  with  big  ($1.8-billion  assets) 
Hartford  Insurance  (although  an  anti- 
trust challenge  to  the  merger  is  now 
being  fought  out  in  the  Federal 
courts ) .  To  complete  the  merger  even 
this  tentatively,  ITT  had  to  satisfy 
Connecticut  Insurance  Commissioner 
William  R.  Cotter  that  Hartford's  "sur- 
plus surplus"  would  not  be  used  out- 
side the  insurance  buiness  for  ten 
years,  and  this  is  only  one  of  numer- 
ous conditions  ITT  President  Harold 
Geneen  agreed  to  accept.  Why  should 
he  go  to  such  lengths? 

In  part,  Geneen  is  betting  that  Hart- 
ford will  have  a  brighter  future  than 
its  poor  past.  But  even  if  he  is  wrong, 
consider  these  potential  advantages. 
First,  because  of  its  past  underwrit- 
ing losses,  Hartford  represents  a  $22- 
million  tax  shelter  for  ITT's  own 
earnings.  Second,  Hartford's  portfolio 
provides  a  potential  reserve  of  unreal- 
ized capital  gains  that  can  be  regular- 
ly harvested  and  included  in  parent 
company  earnings.  Third,  Hartford 
can  make  substantial  cash  payments 
direct  to  ITT,  on  the  theory— widely 
held  and  acted  on  by  those  who  use 
subsidiary  and  parent  tax  accounting 
—that  the  insurance  subsidiary  should 
rightfully  pay  to  the  parent  what  it 
ivould  have  owed  in  taxes  as  an  inde- 
pendent company.  And  what  goes  for 
ITT  also  goes  for  such  conglomerators 
as  Leasco  (Reliance  Insurance),  Tele- 


Upstream  Dividend  Payouts 

As  the  sampling  below  suggesis, 
1 969  was  a  big  year  for  "up- 
stream dividends"  — dividends 
paid  from  excess  reserves  by  in- 
surance operating  companies  to 
their  holding-company  parents. 
Some  parent  companies  below, 
including  CNA,  Lincoln  National 
and  INA,  also  received  substan- 
tial  upstream   dividends   in    1968. 


Parent  Co. 


Payout 
(millions) 


Continental  Corp.  (N.Y.)  $465 

INA  Corp.  175 

Nat'l  General  (Great  American)  171 

CNA  Corp.  58 

Leasco  Data  Proc.  (Rel.  Ins.)  39 

Lincoln  National  Corp.  30 
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dyne  ( Teledyne  United).  University 
Computing  (Gulf  Insurance)  and  Na- 
tional General  (Great  American). 

The  first-named  advantage,  the  tax 
-shelter,  was  admittedly  a  major  factor 
in  the  move  by  the  insurance  compa- 
nies themselves  to  set  up  holding  com- 
panies that  would  hold  the  insurance 
companies  as  subsidiaries  but  also  en- 
gage in  outside  ventures.  Such  a  hold- 
ing company,  says  Financial  Vice 
President  S.  Davidson  Herron  jr.  of 
IN  A  Corp.,  could  "send  the  excess 
funds  in  the  insurance  business  out  and 
buy  companies  with  earnings  which 
would  absorb  the  large  tax-loss  credits 
available  from  insurance  operations." 
I\A  Corp.'s  own  insurance  subsidiary- 
has  an  estimated  $55  million  in  tax- 
loss  credits  available  over  the  next 
five  years.  Tax  credits  are  also  avail- 
able to  companies  such  as  CN  A,  Amer- 
ican General,  Aetna  Casualty  and 
Tra\  clers  which  had  a  whopping  $75 
million.  And  the  trend  of  underwriting 
losses  so  far  in  this  year  of  Hurricane 
Celia  and  west  coast  brush  fires  sug- 
gests there  will  be  lots  more  tax  credits. 

'Twixl  Cup  and  Up 

The  logic  of  this  theory  about  how 
to  use  "surplus  surplus"  is  impeccable, 
but  it  does  depend  upon  several  as- 
sumptions. If  the  excess  funds  are 
used  to  acquire  companies,  they  must 
be  sound  properties  with  good  earn- 
ings growth  acquired  at  reasonable 
prices.  If  they  are  used  to  make  out- 
side investments,  the  investments 
shouldn't  go  to  hell  in  a  handbasket. 
And  finally,  one  should  be  at  least  fair- 
ly certain  that  the  funds  in  question 
« ill  not  suddenly  be  needed  for  the 
insurance  business.  Unfortunately,  says 
70-year-old  Roger  Kenney,  the  dean  of 
U.S.  insurance  writers  and  analysts, 
"Many  conglomerates  and  a  number  of 
insurance  holding  companies  have 
fared  poorly  on  all  counts.  They  have 
not  appreciated  all  the  pitfalls  that  lay 
before  them." 

The  net  result  has  been  that  some 
.of  the  industry's  "surplus  surplus"  had 
vanished  by  mid- 1970.  INA  Corp., 
whose  investments  had  yielded  capital 
losses  instead  of  capital  gains,  saw  its 
excess  shrink  by  some  $350  million  in 
a  little  over  18  months  (though  INA's 
Herron  says  that  the  amount  has  in- 
creased "significantly"  in  the  market's 
rebound).  City  Investing  had  bad  luck 
at  Home  Insurance,  whose  portfolio 
shrank  by  over  $160  million  over  the 
same  period. 

Some  of  the  most  serious  losses  were 
suffered  by  insurance  companies  whose 
conglomerate  parents  were  already  in 
trouble  on  other  operations.  Thus 
Leasco  saw  Reliance's  once  large  un- 
realized capital  gains  almost  wiped 
out  by  mid-1970,  while  National  Gen- 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offerings  are  made  only  by  the  Prospectus. 

New  Issues 

$150,000,000 

International  Telephone  and 
Telegraph  Corporation 


$100,000,000 

8.90%  Sinking  Fund  Debentures 
Due  October  1, 1995 

Price  100%  and  accrued  interest 


$50,000,000 

8.30%  Notes  Due  October  1, 1975 

Price  100%  and  accrued  interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


Kuhn,  Loeb  &  Co. 
Dillon,  Read  &  Co.  Inc. 


Lazard  Freres  &  Co. 

The  First  Boston  Corporation 
Salomon  Brothers 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Blyth  &  Co.,  Inc.       Drexel  Harriman  Ripley      duPont  Glore  Forgan 

Incorporated  Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.  Goldman,  Sachs  &  Co. 

Halsey,  Stuart  &  Co.  Inc.         Hornblower  &  Weeks-Hemphill,  Noyes 
Kidder,  Peabody  &  Co.      Lehman  Brothers      Loeb,  Rhoades  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co. 

Incorporated 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co. 

White,  Weld  &  Co.  Dean  Witter  &  Co.  Bache  &  Co. 

Incorporated  Incorporated 

Equitable  Securities,  Morton  &  Co.  Credit  Lyonnais  Corporation 

Incorporated 

Paribas  Corporation  SoGen  International  Corporation 

October  1, 1970 
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r\  regal  charm 
in  San  Diego  for 
those  who  cherish 
elegance  and  service. 

The  Westgate  Plaza  Hotel  is  the 
most  lavish  hotel  built  in  the 
twentieth  century.  Antiques  and 
custom-crafted  furniture  grace  its 
twenty  floors  of  luxury.  It  is  in  the 
heart  of  downtown  San  Diego 
across  the  street  from  the  civic 
theatre  and  convention  center,  yet 
only  10  minutes  from  the  airport. 
Cuisine  and  service  are  without 
peer. 

If  you're  not  planning  a  trip  to 
San  Diego  soon,  then  maybe  you 
should.  The  Westgate  Plaza  is 
reason  enough.  Rates  from  $26. 

^    Luxury  suites  with 
^SgHf  personal  butler  service 
S&&  and  ocean  view. 

Westgate  Vlaza  ZHotel 

1055  Second  Avenue     San  Diego  92101 
(714)  232-5011 

Instant  toll  free  reservations  (800)  228-9290 
or  phone  your  travel  agent 


A  Property  of  Westgale-Ca'i'ofno  C  vporatiort 


Losses  of  homes  in  Southern  California's  worst  brush  fire  are  already 
put  at  $30  million,  helping  to  make  1 970  another  expensive  year  for 
casualty  companies.  Another  costly  visitor:  Hurricane  Celia  ($330  million). 


eral  suffered  realized  investment  losses 
of  nearly  $95  million  in  1969  alone,  as 
President  Eugene  Klein  drained  off 
funds  from  Great  American  Insurance 
to  put  into  such  rank  speculations  as 
Performance  Systems  (formerly  Min- 
nie Pearl)  and  General  Host.  How 
large  the  unrealized  losses  are  is  any- 
one's guess.  To  add  to  its  woes,  only 
last  month  New  York's  Department  of 
Insurance  charged  Great  American 
Corp.  with  violation  of  the  state's 
insurance  law. 

Many  of  the  holding  companies  set 
up  by  the  insurance  companies  them- 
selves, though  basically  better  compa- 
nies, have  caused  big  problems.  Conti- 
nental Corp.  has  sunk  nearly  $90 
million  into  Diners'  Club,  which  has 
suffered  major  losses.  Several  acquisi- 
tions and  investments— notably  the 
$25  million  in  stock  that  CNA  paid 
for  Tsai  Management,  and  other  in- 
vestments—have turned  out  poorly 
enough  to  lead  CNA  to  scuttle  its  di- 
versification program  for  at  least  a 
year  "until  it  can  digest  all  the  acqui- 
sitions," though  CNA  professes  opti- 
mism over  the  eventual  result.  INA, 
too,  so  far  has  fared  poorly  in  acqui- 
sitions and  investments  like  Blyth  & 
Co.  and  American  Institutional  De- 
velopment Corp. 

Would  the  insurance  companies 
have  been  better  off  if  they  had  for- 
gotten about  diversification  and  new 
outside  investments  and  merely  ac- 
cepted the  unrealized  portfolio  losses 
when  the  market  collapsed?  Among 
those  who  think  so  is  Donald  Kramer, 
insurance  expert  and  partner  at  New 
York's  Oppenheimer  &•  Co.:  "Most  of 
their  heavy  investments  and  acquisi- 
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tions  have  been  poor  or  worse,"  he 
says.  "They  just  didn't  understand 
adequately  many  of  the  businesses 
they  became  involved  in"— though  he 
does  think  it  possible  that  some  of 
the  diversification  moves  may  turn  out 
better  in  the  future. 

In  the  meantime,  however,  the  in- 
dustry's capacity  to  write  new  busi- 
ness is  shrunken  at  a  time  when  it  is 
sorely  needed.  Most  state  insurance 
commissioners  believe  that  a  company 
should  have  $1  in  uncommitted  sur- 
plus for  every  $3  to  $3.50  in  new 
casualty  premium  dollars  it  writes,  in 
order  to  guard  against  unusual  losses. 
But  in  the  past  year  insurance  com- 
panies as  big  as  Travelers  and  Aetna 
and  Government  Employees  have 
been  writing  consistently  more  than 
$3.50  in  new  casualty  premiums  for 
every  dollar  of  such  surplus.  This 
is  not  because  of  a  spurt  in  new  busi- 
ness written,  but  a  shrinkage  in  the 
surplus— which  was  down  24%  for  the 
top  120  stock  insurance  companies  as 
a  whole  in  the  first  half  of  1970  alone, 
according  to  Best's  Insurance  Reports. 
The  reasons  were  declining  securities 
markets  plus  continued  underwrit- 
ing losses. 

In  fact,  some  if  the  parent  compa- 
nies have  been  returning  funds  to  their 
insurance  operations.  And  Continental 
Corp.,  which  pulled  $465  million  in 
dividends  upstream  late  last  year,  is 
keeping  much  of  that  amount  liquid, 
apparently  so  that  it  can  be  "down- 
streamed"  if  necessary. 

But  some  parent  companies,  and  es- 
pecially some  of  the  conglomerates, 
may  have  very  little  left  to  return  in 
case  of  need,  no  matter  how  urgent.  ■ 
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Will  the  real  Northern  Natural  Gas  Company 

please  step  forward. 


To  tell  the  truth,  it's  hard  to  know 
who  the  real  Northern  Natural 
Gas  Company  is.  You  see, 
Northern  doesn't  just  pipe  natura 
gas  (although  it  is  in  the  top 
five  per  cent  of  all  U.S.  gas 

companies  in  gas  sales).  They 
also  extract  butane  and  propan 
and  helium  (for  the  space 
program)  and  ethylene  glycol  and 

so  on.  And  they  make  plastics 
and  polyethylene  and  ingredients 
for  fabric  softeners  and  detergents 
and  pesticides  and  so  forth.  And 
they  .  .  .  well,  you  name  it,  th 
do  it.  Northern's  not  standing  still. 


A 


Northern 
Natural  Gas 
Company 


Home  Oflice  Omaha  Nebraska 


The  gas  company  that's  something  else 


First  Things  First 

Find  the  right  raw  materials,  say  Pennzoil's  Liedtke  broth- 
ers, and  the  profits  will  take  care  of  themselves.  The 
Liedtkes  are  convinced  they  have  the  right  materials. 


Unlike  many  other  once-small  com- 
panies that  merged  their  way  fast  to 
power  and  prominence  in  the  late  Six- 
ties, Houston's  Pennzoil  United  Inc. 
shows  every  sign  of  becoming  a  long- 
range  success.  The  present  company 
was  created  by  two  brothers  from  Tul- 
sa, Okla.,  Chairman  J.  Hugh  Liedtke, 
now  48,  and  President  William  C. 
Liedtke,  46. 

Starting  in  1946  with  a  small  oil 
and  gas  exploration  venture,  the 
brothers  gradually  spread  out  through 
acquisition  and  merger  to  absorb  a 
handful  of  smallish  gas  and  oil  compa- 
nies. In  1965  they  won  control  of 
United  Gas,  the  huge  gas  utility,  and 
in  1968  took  over  the  company.  To- 
day Pennzoil  United  has  annual  sales 
of  around  $700  million  and  total  assets 
of  $1.4  billion.  The  backbone  of  its 
operations  is  still  its  big  natural  gas 
transmission  and  distribution  business. 
Hut  its  real  promise  lies  elsewhere.  It 
has  a  middling-sized  oil  and  gas  op- 
eration, and  through  its  99.7%  interest 
in  Duval  Corp.,  it  is  in  silver,  sulphur, 
potash,  copper  and  molybdenum  as 
well.  But  it  is  not  simply  a  conglomer- 
ate. "When  you  try  to  build  a  cor- 
poration," Hugh  Liedtke  says,  "you've 
got  to  start  with  certain  basic  be- 
liefs. Ours  happens  to  be  that  we  can 
build  a  major  and  widely  diversified 
tiatural  resources  company." 


The  Liedtkes  do  have  this  in  com- 
mon with  the  conglomerated :  They 
have— until  recently— relied  mainly 
on  acquisition  rather  than  internal 
growth.  Many  of  Pennzoil  United's 
most  promising  properties  were  part 
of  the  United  Gas  acquisition,  but  the 
Liedtkes  say  that  the  old  management 
—which  they  began  easing  out  in  1965 
—had  neglected  the  nonutility  part  of 
the  business.  "From  our  checking," 
Bill  Liedtke  says,  "we  felt  a  lot  could 
be  done  to  realize  a  great  deal  more 
from  these  properties,  and  this  has  in 
fact  been  the  case." 

Take  United's  oil  operations.  "They 
treated  it  as  a  stepchild,"  Bill  Liedtke 
says,  "and  we  felt,  yes,  we  had  exper- 
tise in  oil  that  they  did  not  have." 
The  brothers  tightened  and  reorgan- 
ized the  operation  and  expanded  its 
exploration  efforts  to  include  Canada, 
Alaska,  the  North  Sea  and  Indonesia. 

But  Pennzoil  United's  more  imme- 
diate potential,  the  brothers  felt,  lay 
in  Duval  Corp.,  which  United  Gas  had 
controlled  ever  since  1930.  In  the  late 
Sixties,  at  a  cost  of  nearly  $350  mil- 
lion, Duval  brought  in  a  series  of  ma- 
jor new  mines:  a  copper-gold-silver 
property  near  Battle  Mountain,  Nev.  in 
1967;  a  big  new  potash  mine  in  Sas- 
katoon, Canada  in  1968;  an  even  big- 
ger sulphur  deposit  at  Culberson, 
Tex.  in  late  1969;  and  a  massive  low- 


grade  copper-molybdenum  deposit 
the  Sierrita  Mountains  of  Arizona  ear- 
ly this  year. 

Neither  Culberson  nor  Sierrita  have 
yet  brought  in  any  appreciable  prof- 
its. The  Sierrita  mine's  initial  output 
is  going  into  repaying  an  $83-million 
loan  from  the  General  Services  Admin- 
istration that  helped  finance  the  mine. 
But  with  the  copper  price  at  60  cents 
a  pound  vs.  the  42-cent  price  orig- 
inally anticipated,  Sierrita  should  be- 
gin paying  out  two  years  ahead  of 
schedule— in  mid-1973  instead  of  late 
1975.  With  copper  at  42  cents,  Sier- 
rita expected  to  earn  $19  million  pre- 
tax. At  60  cents,  the  take  could  easily 
jump  to  $40  million  and  beyond. 

The  Culberson  sulphur  project, 
which  went  into  production  last  fall, 
is  now  running  at  a  1-million-ton  an- 
nual rate,  and  this  will  rise  to  2.5  or 
3  million  tons  over  the  next  two  or 
three  years.  Sulphur  prices  are  well 
below  die  $40  a  ton  or  so  at  which 
Pennzoil's  studies  predicted  the  mine 
would  yield  $67  million  pre-tax  an- 
nually, but  the  mine  is  so  low  cost 
that  it  can  compete  even  with  the  by- 
product sulphur  the  Canadians  are 
removing  from  natural  gas  these  days. 

All  this  would  satisfy  most  manage- 
ments, but  not  the  Liedtkes.  In  part- 
nership with  Southern  Natural  Gas, 
they  are  already  building  a  197-mile, 


Brothers  Acf.  Hugh  Liedtke  (below) 
and  brother  Bill  (far  right)  share 
Pennzoil's  executive  responsibili- 
ties, though  Hugh  is  chief  executive. 


Brimstone.  With  prices  down,  Penn- 
zoil's closing  its  old  sulphur  mines  in 
New  Mexico.  But  the  new  Culberson 
mine  (left)  looks  like  a  moneymaker. 


THE  SITE  SEEKERS: 


rr If  we've  narrowed  it  clown  to  the 

East-North-Central  and  East-South-Central  Zones . . . 

wouldn't  it  make  sense,  now  to  take  a  closer  look  at  where  the  two  meet 

the  3-state  CINCINNATI  GAS  &  ELECTRIC  Area?" 


Tell  us  how  close  a  look  you  want.  We'll  provide  facts,  studies,  maps,  or  a  conducted  tour.  Write  or  call  James  A.  Wuenker  (513-632-2595)        5 

Area  Development  Division,  The  CINCINNATI  GAS  &  ELECTRIC  Co.  Cincinnati,  Ohio  45202 


This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation 
of  an  offer  to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


September  30,  1970 


#150,000,000 

Western  Electric  Company,  Incorporated 

83/s%  Sinking  Fund  Debentures,  due  October  1,  1995 


Price  99  3/4% 

(Plus  accrued  interest  from  October  1,  1970  to  the  date  of  delivery) 


Copies  of  the  Prospectus  may  be  obtained  in  any  Slate  in  which  this 
announcement  is  circulated  from  only  such  of  the  undersigned  or  other 
dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

Incorporated 

Dillon,  Read  &  Co.  Inc.    The  First  Boston  Corporation    Goldman,  Sachs  &  Co.    Kuhn,  Loeb  &  Co. 


Blyth  &  Co.,  Inc.  Drexel  Harriman  Ripley 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co. 


duPont  Glore  Forgan 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 


Hornblower  &  Weeks-Hemphill,  Noyes  Kidder,  Peabody  &  Co.         Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis 


Smith,  Barney  &  Co. 

Incorporated 

White,  Weld  &  Co. 


Stone  &  Webster  Securities  Corporation  Wertheim  &  Co. 

Paribas  Corporation 


Dean  Witter  &  Co. 

Incorporated 


Bache  &  Co. 

Incorporated 


This  announcement  is  not  an  ojjer  oj  securities  Jor  sate  or  a  solicitation  oj  an  offer  to  buy  securities. 
New  Issue  September  23,  1970 

$150,000,000 
The  Goodyear  Tire  &  Rubber  Company 

8.60%  Sinking  Fund  Debentures,  due  September  30, 1995 


Price  100% 

plui  accrued  latere*  t,  if  ■ny,  from  September  30,  1970 


Copies  oj  the  prospectus  may  be  obtained Jrom  such  oj  the  undersigned  {who  are  among 

the  underwriters  named  in  the  prospectus)  as  may  legally  ojjer 

these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 

The  FintBoiton  Corporation  Goldman,  Sachs  &  Co.  Kuhn,  Loeb  &  Co. 

Lehman  Brothers    Loeb,  Rhoades  &  Co.    Merrill  Lynch,  Pierce,  Fenner  &  Smith    Salomon  Brothers 
^e"1  Haninan  Ripley  duPont  Glore  Forgan  Eastman  Dillon,  Union  Securities  &  Co. 

Halsey,  Stuart  &  Co.  Inc.         Hornblower  &  Weeks-Hemphill,  Noyes  Kidder,  Peabody  &  Co. 

Laxard  Freres  &  Co.  Paine,  Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co. 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co.  White,  Weld  &  Co. 

Dean  Witter  &  Co.  Bache  &  Co.  Deutsche  Bank 
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$86-million  pipeline— Sea  Robin  by 
name— out  into  the  Gulf  off  the  Louisi- 
ana coast  into  an  area  that  probably 
ranks  as  the  most  promising  unex- 
plored natural  gas  prospect  in  the  U.S. 
More  imaginatively,  they  have  set  up 
a  hew  subsidiary— Pennzoil  Offshore 
Gas  Operators— to  undertake  a  $150- 
million  oil-and-gas  exploration  pro- 
gram in  the  area.  POGO  will  be  part 
publicly  owned,  with  80%  control  re- 
tained at  least  initially  by  Pennzoil. 
"An  investor  who  just  wants  to  play 
natural  gas,"  Hugh  Liedtke  says, 
"why,  he  can  come  in  that  way." 

The  Liedtkes  have  not  come  so  far 
so  fast  without  cost.  The  company 
has  a  huge  burden  of  debt,  $591  mil- 
lion, 41%  of  total  assets.  It  has  a  big 
issue  of  convertible  preferred,  which, 
if  converted,  would  increase  the  com- 
mon capitalization  from  18  million 
shares  to  well  over  30  million.  What 
with  the  cost  of  expansion,  the  high 
cost  of  money  and  the  pricing  prob- 
lems in  sulphur  and  potash,  there  has 
been  little  real  growth  in  pretax  prof- 
its in  the  company's  three  years  of  ex- 
istence in  its  present  form;  what  gains 
the  Liedtkes  have  been  able  to  show 
came  from  virtually  eliminating  fed- 
eral income  taxes  partly  through  ac- 
counting changes  and  partly  from  a 
sharp  rise  in  the  investment  tax  credit. 
This  year,  with  no  further  tax  gains 
possible,  soaring  interest  and  operat- 
ing costs  cut  its  net;  and  earnings 
dropped  6.8%  in  the  first  half,  though 
Hugh  Liedtke  expects  to  come  out 
ahead  for  the  year. 

Natural  Profits 

Nevertheless,  the  company  now  has 
tremendous  financial  resources,  prob- 
ably enough  to  handle  all  the  debt 
and  the  expansion  plans,  too.  Last 
year's  cash  flow  came  to  more  than 
$125  million,  and  the  company  ended 
1969  with  plenty  of  cash-$70  million. 

At  any  rate,  the  Liedtkes,  being  typ- 
ical oilmen,  tend  to  be  as  much  inter- 
ested in  cash  flow  as  in  earnings  per 
share,  and  in  this  they  are  in  good 
shape.  "One  thing  this  company  isn't 
going  to  do,"  says  Hugh  Liedtke,  "is 
fall  into  the  old  trap  of  promising  an 
orderly  advance  in  earnings  in  every 
quarter.  You  can't  do  this  in  mining." 

Press  him  about  earnings,  and  Hugh 
Liedtke  says  flatly  he  expects  to  dou- 
ble them  over  the  next  five  years- 
even  though  the  quarter-to-quarter 
and  year-to-year  gains  may  be  errat- 
ic. "Look,"  he  says,  "in  our  country 
we're  short  of  virtually  every  major 
natural  resource  necessary  to  staying 
where  we  are,  let  alone  to  making 
economic  progress.  The  country's 
short,  the  world's  short,  too.  If  Penn- 
zoil has  the  raw  materials— and  we  do 
—ultimately  we'll  profit  from  them."  ■ 


FORBES,   OCTOBER    15,    1970. 


Eglise  de  Lauze-Vaussais 


Maurice  Utrillo 


You  are  looking  at  a  painting  of  the  Eglise  de  Lauze  by  the  French  impressionist  Maurice 
Utrillo.  This  work,  now  in  the  FORBES  collection,  will  appear  in  a  handsome  reproduction 
on  the  card  announcing  all  Christmas  gift  subscriptions  to  Forbes  magazine  this  year.  Hand 
inscribed  according  to  your  directions,  the  card  will  be  mailed  by  us  to  arrive  in  time  for 
Christmas. 

This  year's  gift  rates  offer  substantial  savings  to  buyers  of  more  than  one  gift.  The  regular 
rate  of  $9.50  a  year  applies  to  the  first  subscription.  However,  each  additional  gift  on  the 
same  order  costs  only  $7.50— a  two  dollar  saving. 

All  subscriptions  will  begin  with  the  big  January  1,  Annual  Report  on  American  Industry 
rating  the  management  performance  of  the  top  U.S.  companies.  From  then  on,  FORBES 
will  arrive  as  a  reminder  of  your  thoughtfulness  twice  a  month  throughout  the  year. 

We  invite  you  to  place  your  order  now  by  completing  and  mailing  the  order  form  adjoining 
this  page  or  by  writing  to  FORBES,  Dept.  1270,  60  Fifth  Avenue,  New  York,  N.Y.  10011. 


Forbes  Gift  Rates 

One  Gift  Subscription  for  One-Year $9.50 

Each  additional  Gift $7.50 

Pan-American  &  Foreign  Orders,  please  add  $4  a  year 
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Virtual  Leader 

Only  RCA  offers  you  virtual  memory  in  new; 
high-performance  computers. 


Virtual  memory  is  the  future  of  the  com- 
puting business.  Because  it  gives  you  the  most 
memory  for  the  dollar. 

And  opens  the  computer  to  fast,  easy  Use  by 
many  more  of  your  people. 

We've  been  a  leader  in  virtual  memory  from 
the  beginning.  And  now  we  have  new,  high-per- 
formance virtual-memory  systems  in  the  $6-60 
thousand  class.  RCA 3.  And  RCA 7. 

How  can  a  memory  system  make  so  much 
difference  to  a  computer?  Here's  how  it  works. 

Imagine  computer  memory  as  an  empty  water 
glass.  Put  in  three  ice  cubes— three  programs. The 
glass  is  full,  despite  air  space  between  cubes. 

That  space  makes  regular  memories  wasteful. 

And  big  cube  programs  move  slowly,  so  proc- 
essing and  people  wait. 

Now  for  virtual  memory.  Break  the  programs 


into  pieces,  like  chips  of  ice.  You  get  a  lot  more  in 
the  glass.  Less  waste  space. 

One  more  step.  Fill  an  ice  bucket  with  chips 
—  more  programs. 

When  somebody  wants  a  program  from  the 
glass,  and  somebody  wants  one  from  the  bucket, 
Octoputer  moves  chips  back  and  forth  so  fast  nei- 
ther man  notices. 

The  little  glass  has,  virtually,  the  capacity  of 
the  big  bucket. 

So  everyone  works  as  if  the  computer  were 
his  alone.  There's  no  long  waiting  line.  More  jobs, 
and  bigger  jobs,  can  be  done.  That's  why  people 
want  it. 

We  want  to  be  number  two  in  computers. To 
do  it,  we  have  to  be  the  leader  in  things  like  vir- 
tual memory. 

Things  people  want. 


rtc/i 

COMPUTERS 


Making  Hospitals  Pay 

If  you  think  the  Four  Seasons  debacle  has  killed  business  enthu- 
siasm for  health  care,  look  at  what  is  happening  in  hospitals. 


Everyone  knows  that  all  hospitals  are 
notoriously  unprofitable.  So  why 
are  chain-operated-for-profit  hospitals 
now  big  business  and  probably  the 
fastest-growing  industry  in  the  U.S.? 

Just  look  at  the  performance  of  the 
five  largest  hospital  chains.  They  are 
American  Medical  Enterprises,  Amer- 
ican Medicorp,  Beverly  Enterprises, 
Extendicare  and  Hospital  Corp.  of 
America.  From  1968  to  1969  then- 
combined  revenues  rose  from  $86  mil- 
lion to  $250  million-and  to  $190  mil- 
lion in  the  first  half  of  1970.  Even 
while  acquiring,  earnings  more  than 
kept  pace,  rising  from  $4.4  million  in 
1968  to  $14  million  in  1969  and  to 
$11  million  in  1970's  first  half.  The 
end  is  not  in  sight.  The  chains  are  ex- 
panding in  the  fastest-growing  sec- 
tions (the  suburbs)  of  the  fastest- 
growing  areas  (44%  of  their  hospitals 
are  in  the  Pacific  states) . 

How  can  this  be,  considering  the 
sea  of  red  ink  in  which  many  of 
the  5,853  and  $17-billion-a-year  hos- 
pitals founder?  Critics  say  for-profits 
skim  the  cream  by  selecting  only  the 
most  profitable  patients,  leaving  the 
rest  to  the  nonprofits— and  to  the  tax- 
payers. Robert  S.  Goldsamt,  chairman 
of  the  largest  chain,  American  Medi- 
corp, disagrees.  He  told  Forbes:  "A 
nonprofit  cannot  afford  to  bring  in  the 
kind  of  management  that  we  can.  The 
large  chain-operateds  will  be  the  most 
beneficial  things  to  come  onto  the  hos- 
pital scene  in  the  last  hundred  years." 

Is  it  central  management  or  patient 
selection  that  makes  the  chains  prof- 
itable and  competitive?  The  truth  lies 
between.  It  is  a  little  of  both. 

It  is  significant  that  many  nonprofit 
hospitals  are  chain-managed.  These 
nonprofit  chains  claim  they  have 
achieved  important  economies  over 
what  the  typical  independent  nonprofit 
hospital  gets.  Forres  talked  to  the 
directors  of  three  of  the  largest  non- 


profit chains.  Robert  E.  Toomey,  ex- 
ecutive director  of  South  Carolina's 
900-bed  Greenville  Hospital  System, 
estimates  he  has  205  employees  per 
100  patients,  compared  with  a  na- 
tional average  of  over  270  for  the 
same-sized  hospitals.  H.M.  Malm, 
executive  director  of  the  Mid- 
west's 3,300-bed  Lutheran  Hospitals 
&  Homes  Society  of  America,  estimates 
his  savings  in  supplies  at  25%  to  30%. 
The  profit-making  chains  claim  to  get 
these  and  other  savings.  Some  are  un- 
questionably achieved  at  the  cost  of 
the  service  they  can  offer  the  public. 

Cream  of  the  Crop 

Stephen  M.  Morris,  president  of 
Arizona's  1,300-bed  Samaritan  Health 
Service,  another  nonprofit  chain,  im- 
plies a  criticism  of  the  profit-makers. 
"In  the  community  health  field,  what- 
ever monies  are  made  should  go  back 
into  more  facilities  and  better  services 
rather  than  be  taken  out  of  the  field." 
He  points  with  pride  to  his  airplane 
emergency  service,  sophisticated  and 
expensive  equipment  (such  as  that 
used  in  kidney  dialysis)  and  educa- 
tion costing  him  $2  million  a  year. 

A  for-profit  hospital,  of  course,  can- 
not afford  such  expensive  and  seldom- 
used  equipment.  It  cannot  afford  to 
take  terminal  cases  or  long-term  pa- 
tients. Unlike  nursing  homes,  profit- 
making  hospitals  depend  on  room  and 
board  for  no  more  than  half  their 
revenues,  the  balance  coming  from 
services.  Normally,  the  short-stay  pa- 
tients make  the  most  intensive  use  of 
services,  reinforcing  the  charge  that 
profit-making  hospitals  skim  off  these, 
leaving  the  community  hospitals'  fi- 
nances even  worse. 

At  last  count,  there  were  42  for- 
profit  chains  in  the  country,  and  ac- 
cording to  Goldsamt,  "There  are  about 
ten  companies  in  the  industry  that  we 
think  have  really  great  futures."  Ex- 


tendicare recently  acquired  a  formerly 
nonprofit  hospital,  St.  Joseph  Infirm- 
ary, the  Catholic-run  Louisville  institu- 
tion. With  many  of  the  religious  or- 
ders desperately  needing  money,  there 
could  be  more  such  acquisitions. 

Three  chains  have  already  reached 
respectable  size:  American  Medicorp, 
Hospital  Corp.  of  America  and  Ameri- 
can Medical  Enterprises  have  37%  of 
all  existing  and  planned  chain  beds. 

The  largest  is  Philadelphia's  Ameri- 
can Medicorp,  born  in  1968,  when  it 
realized  $17  million  in  revenues  and 
earnings  of  $849,000.  In  1969  it  ac- 
quired its  way  to  $77.6  million  in 
revenues  and  $4.3  million  in  earnings. 
In  1970's  first  half,  revenues  were 
$69.4  million  and  earnings  $4.5  mil- 
lion. Most  of  Medicorp 's  30  hospitals 
are  in  California,  with  others  in  the 
Far  West  and  South  and  three  in  the 
Northeast.  Medicorp  formed  the 
Wharton  Development  Co.  and  ac- 
quired Sheldon  L.  Pollack  Corp.  to  de- 
velop and  build  new  hospitals. 

Nashville's  Hospital  Corp.  of  Amer- 
ica consisted  of  a  single  Nashville  hos- 
pital until  1968,  when  it  started  on  the 
acquisition  trail.  In  1968  revenues 
were  $26.9  million,  earnings  $1.8  mil- 
lion; in  1969  revenues  were  $50.6  mil- 
lion, earnings  $3.3  million;  1970's  first 
half  revenues  were  $34.3  million,  earn- 
ings $2.3  million.  HCA's  hospitals  are 
in  the  South,  the  border  states  and 
West  Virginia.  HCA  is  building  and 
planning  new  buildings. 

The  third  and  oldest  of  the  Big 
Three  is  Los  Angeles'  American  Medi- 
cal Enterprises,  in  existence  for  14 
years,  but  actively  acquiring  only  since 
1967.  Results:  1968  revenues  $19.9 
million,  earnings  $1.0  million;  1969 
revenues  $36.6  million,  earnings  $2.2 
million;  1970's  first  half  revenues 
$25.3  million,  earnings  $1.7  million. 
AME's  hospitals  are  primarily  in  Cali- 
fornia  and  Texas,   with  one  in  Eng- 


Company 

American  Medical  Enterprises  3.8 

American  Medicorp  8.5 

Beverly  Enterprises  4.0 

Extendicare  3.6 

Hospital  Corp.  ol  America  4.4 

•Excluding  goodwill    ind  intangible  Items 


Hospitals:  A  Statistical  Profile 

These  five  companies  at  last  count  had  10,600  hospital  beds.  Adding 
facilities  under  construction  plus  planned  construction  and  acquisitions 
brings  the  total  to  over  20,000  beds.  Extendicare  and  Beverly  Enterprises 
are  also  in  nursing  homes,  but  their  heavy  expansion  has  been  in  hospitals. 
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As  America  grew,  so  grew 
Maryland!  From  the  start 
Maryland  with  its  abun- 
dance of  natural  resources,  great  seaport,  ingenuity  and 
aggressiveness  played,  as  it  does  at  this  moment,  a 
highly  important  role  in  the  industrial 
development  of  our  country. 

Among  many  firsts  in  Maryland,  the  first  locomotive 

"The  Tom  Thumb"  was  assembled  here  .  . .  signalling 

the  beginning  of  America's  first  commercial  railroad. 

Today,  that  achievement  has  evolved  to  over  400 

science-oriented  industries  in  our  state  . . .  many 

intimately  responsible  for  America's  great  success  in 

the  space  programs  of  the  60s. 

Of  the  500  leading  U.S.  industrial  corporations,  181 

have  manufacturing  operations  in  Maryland.  We  also 

can  claim:  80%  of  all  types  of  manufacturing  activity 

classified  by  S.I.C.;  over  50  Federal  R&D  agencies  in 

Maryland  and  the  District  of  Columbia;  49  four-year 

colleges  in  Maryland  and  adjacent  Washington,  D.C. 

with  85,000  undergraduate  students  and 

13,000  graduate  students. 

And  yet,  there  still  is  a  great  frontier  for  new  industry  in 

Maryland.  A  frontier  that  beckons  you  to  come,  locate, 

develop  and  grow  with  giant  strides  along  with  us! 

Contact: 

Maryland  Department  of  Economic  Development 

Division  FS-100,  State  Office  Building 

Annapolis,  Maryland  21401  •  (301)  268-3371  Ext.  394 


BEGIN  WITH 


maryland 

SO  MUCH  OF  AMERICA  DID      WF 
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We're  worth 
6V2  billion  dollars. 

And  you  never  even 
heard  of  us. 


And  if  you  did  hear  of  us,  you  probably 
think  we're  a  small  New  York  State  bank. 

Small  New  York  State  banks  don't  have 
offices  in  eight  countries.  Small  New  York 
State  banks  don't  have  six  and  a  half  billion 
dollars  in  assets. 

True,  Chase  is  bigger.  So  is  First  Nationa 
City.  But  we're  up  there. 
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Of  all  the  hundreds  of  banking  systems 
in  America,  Marine  Midland  is  number 
thirteen.  And  we  can  do  anything  the  first 
twelve  can  do. 

More  than  half  of  the  top  fifty  American 
banks  bank  with  us. That  helps  make  us 
ninth  in  correspondent  banking. 

And  you  never  even  heard  of  us. 

Marine  Midland  Banks. 
We're  not  famous. 


Just  big. 
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land.  AME  is  busily  expanding  exist- 
ing hospitals  and  is  committed  to  new 
hospitals  and  more  expansion. 

They  will  continue  some  acquiring, 
of  course,  but  most  future  expansion 
will  be  via  the  construction  route.  As 
one  analyst  put  it  to  Forbes:  "There's 
not  much  to  acquire  in  the  proprietary 
hospital  field  that's  any  good." 

What  with  the  demand  for  hospital 
service  growing  faster  than  the  supply 
of  hospital  places,  the  growth  of  the 
profit-making  chains  is  almost  certain 


to  continue.  There  are,  however,  some 
major  problems. 

One  problem  is  capital.  With  money 
tight,  they  are  having  difficulty  bor- 
rowing money,  and  without  big  bor- 
rowings, these  chains  cannot  get  the 
kind  of  leverage  they  need  for  big 
profitability  and  for  expansion.  Then, 
too,  the  stock  market  collapse  has  hit 
them  hard:  At  recent  quotations  the 
stocks  of  the  five  leading  chains  were 
off  56%  from  their  1969  highs.  This 
makes   equity   financing   unattractive. 


There  is  the  possibility  of  more  state 
legislation,  regulating  such  things  as  ■ 
..corporate  ownership  of  hospitals. 

Still,  as  Forbes  pointed  out  in  a  re- 
cent cover  story  ("When  Public  Ser- 
vices Go  Private,"  Sept.  1 ) ,  there  is  a- 
growing  trend  for  private  business  to 
step  in  \vhere  public  services  become 
inadequate.  And  not  even  the  most 
stubborn  defender  of  present  medical 
services  would  deny  that  much  of  our 
present  hospital  system  is  becoming 
less  adequate  every  year.  ■ 


Outsmarting  Themselves 

Coal  prices  are  skyrocketing,  but  the  nation's  two  largest 
producers  are  having  to  sit  out  some  of  the  prosperity. 


Consolidation  Coal  Co.,  at  60.9  mil- 
lion tons,  and  Peabody  Coal  Co.,  at 
60  million  tons,  are  the  two  biggest 
coal  producers  in  the  U.S.  Over  the 
last  three  years  the  price  of  high-grade 
metallurgical  coal  has  jumped  from 
$6  to  $12  a  ton  and  in  some  places  as 
high  as  $16  a  ton.  The  price  of  steam 
coal,  the  kind  electric  utilities  use,  has 
risen  from  $4.50  to  as  much  as  $13  a 
ton  for  some  spot  contracts.  Labor  and 
production  costs  have  gone  up  too, 
but  nowhere  near  as  fast.  Consolida- 
tion and  Peabody  should  be  making 
money  hand  over  fist.  They  are  not. 

At  Consolidation,  a  subsidiary  of 
Continental  Oil  since  1966,  earnings 
declined  8%  last  year  to  $18.8  million 
in  spite  of  a  9%  rise  in  sales  to  $276 
million.  Peabody  was  acquired  by  Ken- 
necott  Copper  in  1968  in  a  merger 
that  is  still  being  disputed  by  the  Fed- 
eral Trade  Commission,  and  no  longer 
breaks  out  its  own  figures,  but  the  pic- 
ture apparently  was  much  the  same. 
The  trend  has  continued  in  1970. 

The  problem  is  that  Consol,  Pea- 
body and  a  number  of  other  major 
coal  producers  began  signing  utilities 
to  long-term  contracts  of  up  to  30 
years  back  in  the  mid-Sixties.  Most  of 
these  contracts,  the  companies  as- 
sured their  stockholders,  had  escala- 
tion clauses  for  protection  in  case  of 
cost  rises.  But  these  clauses  have  not 
come  close  to  covering  the  kind  of  su- 
perheated increases  of  the  last  few 
years  coupled  with  spiraling  union  de- 
mands and  a  new  mine  safety  act 
whose  costs  many  in  the  industry  call 
staggering.  As  a  result,  an  estimated 
75%  of  Consol's  production  is  locked  in 
at  $4-to-$5-a-ton  selling  prices.  About 
80%  of  Peabody's  output  is  tied  up  in 
contracts  as  low  as  $3  a  ton,  and  just 
a  year  and  a  half  ag  d  a  $  100- 

million  contract  with  le  Tennessee 
Valley  Authority  to  produce  coal  at 
$3.95  a  ton. 


Despite  this,  the  TVA,  among  oth- 
er utility  companies,  is  complaining 
that  it  cannot  get  enough  coal  for  its 
needs  even  at  $8  a  ton.  Donald  Cook 
of  American  Electric  Power  is  not 
only  proposing  a  ban  on  coal  exports 
in  order  to  conserve  supplies  for  do- 
mestic use,  but  also  claims  that  some 
of  the  utilities'  problems  are  linked  to 
the  fact  that  some  producers  are  not 
honoring  their  contracts  and  selling 
their  production  on  the  open  market 
at  today's  prices. 

Other  big  coal  companies  are  sad- 
dled with  long-term  contracts  too,  in- 
cluding Occidental  Petroleum's  Island 
Creek  Coal,  the  No.  Three  producer. 
Not  many,  however,  have  nearly  as 
large  a  percentage  of  production  tied 
up  as  Consolidation  and  Peabody. 
(The  latter  had  more  urgency  to  sign 
long-term  deals.)  Larger  proportions 
of  their  output  is  steam  coal  for  utili- 
ties, and  in  the  mid-  and  late  Sixties 
they  sought  protection  against  the  on- 
set of  nuclear  power. 

A  Bird  in  the  Hand 

But  many  of  the  long-term  con- 
tracts are  also  a  result  of  the  way  in 
which  Consolidation  and  Peabody 
were  acquired  by  their  present  parent 
companies.  Back  in  1966  Continental 
Oil,  extending  what  had  long  been 
common  petroleum  industry  practice, 
hit  upon  a  clever  way  to  acquire  Con- 
solidation without  having  to  put  up 
much  stock  or  cash:  use  reserved  coal 
production  payments.  In  effect,  the 
whole  deal  is  financed  out  of  pretax 
dollars.  The  tactic  has  since  been 
banned  by  the  Internal  Revenue  Serv- 
ice, but  not  before  Kennecott  was  also 
able  to  use  it  in  buying  Peabody. 

Though  complex  in  its  details  and 
tax  implications,  the  production  pay- 
ment works  like  this:  The  acquiring 
company  assigns  a  certain  amount  of 
the  coal  company's  future  output  to 


pay  off  the  principal  and  interest  on 
the  bank  loan  it  uses  to  finance  the 
acquisition.  The  bank  in  turn  will  sell 
the  payment  usually  to  a  nontaxable 
institution  at  a  one-half  of  1%  interest 
spread.  In  this  way,  Continental  was 
able  to  swing  the  $520-million  pur- 
chase price  for  Consolidation  by  put- 
ting up  only  $60  million  worth  of  its 
stock  and  getting  the  remaining  $460 
million  by  pledging  future  Consol  pro- 
duction against  a  bank  loan.  Kenne- 
cott financed  roughly  half  of  its  Pea- 
body acquisition,  or  $300  million,  by 
means  of  such  reserved  production 
payments. 

The  rub  was  that  in  order  to  get 
the  banks  to  participate  in  these  deals, 
both  Continental  and  Kennecott  had  to 
demonstrate,  in  the  form  of  firm  long- 
term  contracts,  that  the  future  pro- 
duction in  question  could  indeed  be 
sold  at  a  then  reasonable  price. 

The  ease  of  financing  the  acquisi- 
tions, plus  the  attendant  tax  advan- 
tages, made  the  arrangements  very 
attractive  at  the  time.  Now  the  pic- 
ture is  much  different.  If  Consol  and 
Peabody  were  able  to  raise  their 
prices  $2  a  ton— a  realistic  possibility 
in  today's  coal  market— each  could 
bolster  its  revenues  by  more  than  $100 
million.  Pittston  Co.,  the  No.  Four 
producer  which  has  relatively  few 
long-term  contracts,  has  already 
boosted  its  sales  this  year  by  $25  mil- 
lion to  $247  million  and  its  profits  by 
60%  to  83  cents  per  share,  and  expects 
that  this  trend  will  continue  for  some 
time  to  come. 

When  Forbes  asked  Consolidation 
and  Peabody  about  the  situation,  nei- 
ther was  very  anxious  to  discuss  it. . 
The  coal  business,  they  replied  in  ef- 
fect, is  a  long-term  affair  with  ups 
and  downs.  Right  now,  however,  and 
into  the  foreseeable  future,  it  is  mostly 
an  "up"  affair  that  neither  is  in  a  po- 
sition to  enjoy.   ■ 


80 


FORBES,  OCTOBER  15,  1970 


For  almost  20  centuries  this  copper  cake 
battled  the  Mediterranean... and  won! 


The  excellent  condition  of  this  casting,  salvaged 
from  a  sunken  Roman  ship  after  nearly  2,000 
years  at  the  bottom  of  the  Mediterranean,  testi- 
fies to  the  indestructible  nature  of  copper.  This 
casting  was  recently  assayed  99.2  per  cent  copper. 


This  ancient  casting  proves  that  copper  resists  the  corrosive  at- 
tacks of  salt  water  for  long  periods.  That's  one  of  the  reasons 
you'll  find  as  much  as  250  miles  of  copper  alloy  tubing  in  a  single 
desalination  plant. 

Copper,  of  course,  offers  much  more  than  corrosion  resistance. 
Its  unique  combination  of  characteristics— excellent  thermal  and 
electrical  conductivity,  ease  of  joining,  workability  and  attrac- 
tive finish— is  not  found  in  any  other  material. 

Because  of  the  growing  demand  for  copper,  Asarco  has  inten- 
sified its  efforts  to  find  new  sources  of  this  metal.  We  have  also 
increased  the  capacity  of  our  smelters  and  refineries  and  now 
offer  the  widest  range  of  shapes  and  sizes  of  refined  copper  in  the 
industry.  When  you  consider  copper . . .  think  of  Asarco ! 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


ASARCO 


120  BROADWAY,  NEW  YORK,  N.  Y.  10005 
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Anaconda's  remarkabl 


It  looks  like  an  old  file  cabinet,  doesn't  it? 
But  it's  one  of  the  most  important  tools  we  have  in  prospecting 
for  new  metals. 

This  and  hundreds  more  cabinets  make  up  the  vast 
geological  file  we've  been  accumulating  for 
over  70  years.  A  concentration  of  data  that  doesn't 
exist  anywhere  else  in  the  country. 
Potentially  worth  millions  of  dollars. 

Surveys,  prospectors'  maps,  geologists' 
reports.  Places  all  over  the  hemisphere  where  mineral 
deposits  are  known  to  exist.  Copper,  lead,  uranium, 
beryllium,  zinc,  molybdenum.  All  of  the 
nonferrous  metals  that  Anaconda  mines. 

And  every  file  we  have  is  an  active  one— even  if  it 
goes  back  to  the  turn  of  the  century. 
We  are  constantly  going  over  old  maps, 
re-examining  ore-potential  areas  in  the  light  of 
new  technology.  Using  our  new  abilities  to  "see 
beneath  the  surface." 

Some  of  the  information  in  our  files  has  to 
wait  until  technology  catches  up  with  the  mining 
and  extraction  problems  posed.  Or  until  the 
necessary  capital  can  be  appropriated. 

But  sooner  or  later  the  folders  come  out  — 
and  yesterday's  expectations  become 
today's  realities. 

We  are  pioneers  in  the  application 
of  geological  research  in  mining. 
Our  methods  of  detailed  mapping  have  been 
adopted  as  standards  in  the  industry; 
are  used  by  universities,  government 
agencies  and  private  industry 
throughout  the  mining  world. 
A  testimonial  to  our  innovativeness. 
Discovery.  Growth.  The  future. 
The  story  is  there  in  our  files.  Down  to 
our  oldest  cabinet. 

The  Anaconda  Company. 
25  Broadway,  New  York,  N.Y.  10004 


^source  -  Futures-Machine, 
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Anaconda:  one  of  the  great  natural  resources  of  the  Americas. 


He's  learning  that  there's  more  to  atomic 
energy  than  atomic  bombs, 


For  many  people,  the  atomic  age  began  at 
Hiroshima. 

But  for  thousands  of  kids,  a  new  kind  of 
atomic  age  is  beginning. 

Because  of  a  Union  Carbide  discovery 
called  the  Minigenerator. 

It  produces  atomic  energy  in  the  form  of 
radioisotopes. 

Recently,  as  part  of  a  long  research  pro- 
gram into  the  uses  of  atomic  energy,  we  dis- 
covered that  we  could  make  radioisotope 
generators  almost  as  small  as  we  wanted. 

Which  gave  us  an  idea.  Make  one  small 
enough  and  safe  enough  to  be  used  in 
schools. 

So  that  kids  could  learn  for  themselves 
how  radioisotopes  are  used  in  industry, 
agriculture  and  medicine. 

How  they  can  be  used  to  detect  cancer, 


and  how  they  can  be  used  to  measure  the 
thickness  of  the  wall  of  a  space  capsule. 

We  didn't  do  it  for  completely  unselfish 
reasons,  though. 

We're  a  corporation.  The  Minigenerator 
is  only  a  by-product  of  our  nuclear  research 
effort.  And  we  make  a  small  profit  on  it,  as 
we  do  on  our  other  educational  aids. 

But  we  also  hope  the  human  race  will 
profit,  too. 

By  showing  some  kids  a  power  once  used 
to  bring  death. 

And  teaching  them  how  it  can  bring  a 
better  life. 


UNION 
CARBIDE 


THE  OISCOVERY  COMPANY 
270  Park  Ave..  New  York,  NY.  10017 


The  Fiat-Footed  Shoemakers 

U.S.  makers  of  ladies'  shoes  have  just  taken  a  hosing  from  European  imports. 
Trouble  was,  the  Americans  had  too  high  an  opinion  of  their  customers'  taste. 


Once  upon  a  time  all  the  shoemakers 
in  the  land  cranked  out  the  same  kinds 
of  shoes.  Sometimes  their  black  pumps 
had  bows,  sometimes  not.  But  cus- 
tomers bought  them  either  way.  Then 
one  year  a  monster  came  from  over 
the  sea  and  ate  the  shoemakers  alive. 

A  Grimm  fairy  tale  for  children0  Not 
at  all.  It's  a  real-life  horror  story  with 
a  moral  for  U.S.  shoe  manufacturers: 
Be  a  leader  in  fashion— or  stay  out  of 
the  game. 

In  real  life,  the  monster  of  the  fa- 
ble was  the  monster  shoe,  a  radical 
style  from  Europe  that  caught  our 
domestic  shoemen  flat-footed.  Despite 


The  monster  shoe  was  fine  for 
Li'l  Abner's  Mammy  Yokum.  But 
U.S.  shoemakers  learned  that 
most  ladies  would  sooner  go 
barefoot,  like  Daisy  Mae,  than 
wear   chunky,   mannish   shoes. 


the  brutish  ugliness  of  its  bulbous  toe 
and  chunky  heel,  it  soared  to  popu- 
larity among  young  women  in  1968, 
while  U.S.  shoemakers  rubbed  their 
e>  es  in  disbelief. 

"Domestic  manufacturers  underesti- 
mated the  monster,"  says  Ed  Kabat, 
who  heads  an  import  division  of 
Standard  Industries.  "They  couldn't 
believe  women  would  switch  from  the 
swanlike  tapered  shoe  to  this  ugly 
duckling.-'  But  the  monster,  unsightly 
as  it  was,  looked  shockingly  in  place 
with  the  new  minis  and  pants  suits  the 
young  girls  were  buying. 

The  importers  who  were  attuned  to 
the  new  fashion  ran  away  with  the 
market;  often  doubling  their  volume 
from  1967  to  1968  by  serving  the 
monster  demand.  Still  the  retailers 
wanted  millions  more  pairs  than  the 
importers  could  possibly  supply. 

By  mid-1968  most  U.S.  shoemakers 
were  producing  some  monsters,  but 
the  industry  as  a  whole  held  back.  The 
high-volume  producers  were  reluctant 
to  make  the  substantial  investment  re- 
quired to  crank  out  large  amounts  ol 
the  radical  new  look:  To  shift  over, 
even  a  medium-sized  $2()-million  com- 
pany had  to  invest  about  $800,000  in 
dies,  lasts  and  patterns. 

In  the  fall  of  1968  with  the  mon- 
ster bigger  than  ever,  the  domestic 
companies  finally  jumped  in,  putting  a 


heavy  monster  look  into  roughly  35% 
of  their  women's  shoes,  from  sandals 
to  evening  wear. 

You  can  guess  the  rest.  By  the  lime 
the  domestic  monsters  hit  the  stores  in 
volume  in  1969,  buyers  were  sick  of 
the  style.  The  young  wanted  something 
new:  They  would  sooner  go  barefoot 
than  wear  a  copy  of  last  year's  hot 
item.  Older  women,  who  perhaps 
bought  one  pair  in  1968  against  their 
husbands'  wishes,  never  liked  the  look- 
in  the  first  place. 

So  the  domestic  manufacturers 
were  twice  foolish,  first  for  ignoring 
the  trend,  then  for  plunging  in  after 
it  was  too  late. 

The  monster's  exact  devastation  is 
difficult  to  gauge.  One  knowledge- 
able wholesaler  says  that  several  big 
manufacturers  who  suffered  earnings 
dips  in  1969— including  Genesco  and 
Brown  Shoe— unloaded  thousands  of 
unwanted  monsters  at  half-price  and 
less.  All  told,  domestic  output  of  wom- 
en's shoes  fell  18.6%  in  1969  from  the 
1968  peak  of  289  million  pairs.  And 
between  1967  and  1969  nearly  100  of 
785  domestic  shoe  producers  went  out 
of  business. 

Most  shoe  companies  are  under- 
standably vague  about  their  own 
losses.  For  example,  St.  Louis'  Wolff 
Shoe  Manufacturing  Co.,  after  devot- 
ing 50%  of  its  line  to  the  heavy  look, 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  Vi  to  V2 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

NAME    

ADDRESS      

ZIP    


Fiberglass 


HATTERAS 


The  Hatteras  is  tested  and  proved 
seaworthy  off  Cape  Hatteras— 
graveyard  of  the  Atlantic,  con- 
sidered by  veteran  sailors  to  be 
the  roughest  sea  along  the  North 
American  coast.  Write  for  the 
name  of  nearest  dealer.  For  port- 
folio of  color  literature,  enclose 
$1.00.  Send  to  2565  Kivett  Drive, 
High  Point,  N.  C.  27261 


* 


Hatteras  Yacht  Division 

North  American  Rockwell 


admits  to  "breaking  even"  on  the  mon- 
ster. However,  it  closed  two  of  its  four 
domestic  factories  last  month.  Eli 
Rousso  of  New  York's  Russ  Togs,  the 
$123-million  apparel  maker,  concedes 
with  characteristic  candor  that  his 
Andrew  Geller  division  took  an  awful 
licking  by  shifting  25%  of  its  output 
to  the  monster  design  "right  near  the 
end."  Rousso  has  since  padlocked 
Geller' s  lone  retail  store  and  two  of  its 
four  factories.  He  is  now  thinking  of 
closing  down  the  $16-million  shoe  op- 
eration entirely.  Says  Rousso:  "Shoes 
looked  good  in  1968  when  we  bought 
Geller  [for  about  15  times  earnings]. 
But  we  just  don't  understand  the  shoe 
business  today." 

On  the  contrary,  by  so  admitting, 
Rousso  shows  that  he  understands  far 
more  about  the  changing  shoe  business 
than  most  old-time  shoemen  who  are 
still  dedicated  to  volume  production 
of  basic  models. 

"Those  companies  still  want  to  make 
the  same  old  things  they  always 
made,"  says  a  New  York  City  retailer. 
"You  see  customers  for  that  stuff  ev- 
ery day  on  the  obituary  page." 

Beyond  the  Monster 

The  monster  fad  ushered  in  a  fash- 
ion-conscious age  in  which  a  shoe's 
quality,  price,  even  fit,  are  secondary. 
Customers  may  not  want  designs  as 
far  out  as  the  monster,  but  neither  do 
they  want  the  old  black  pump.  Do- 
mestic shoemen  must  become  at  least 
as  fashion-minded  as  their  customers, 
or  lose  still  more  business  to  imports, 
which  now  supply  over  32%  of  the 
840  million  pairs  sold  in  the  U.S.  an- 
nually vs.  only  4%  ten  years  ago.  In- 
deed, the  monster  pattern  already 
seems  to  be  developing  with  today's 
hot  items— the  boot  and  the  super- 
sneaker  (see  photo) . 

Only  a  few  companies,  notably  Mel- 
ville Shoe  and  U.S.  Shoe,  seem  to 
have  gotten  the  message  (Forbes, 
Feb.  1,  1969).  In  a  controversial 
speech  last  year,  U.S.  Shoe's  chief  ex- 
ecutive Philip  Barach  urged  the  indus- 
try to  work  closer  with  domestic  de- 
signers: "It's  ridiculous,"  he  charged, 
"that  we  as  an  industry  spend  practi- 
cally nothing  on  creative  R&D." 

But  many  shoemen  are  merely  fight- 
ing for  import  quotas,  in  a  vain  at- 
tempt to  choke  off  the  flow  of  fresh 
designs  from  abroad.  The  fact  is,  how- 
ever, that  nearly  35%  of  this  year's  im- 
ports will  be  produced  by  foreign 
companies  under  the  control  of  U.S. 
manufacturers.  And  the  big  U.S.  shoe 
companies  are  big  importers. 

The  Europeans,  especially  the  Ital- 
ians, have  more  than  fresh  styling  and 
lower-cost  labor  going  for  them.  They 
also  have  some  of  the  world's  most 
automated  shoe  factories.  In  the  U.S., 


Supersneafcers  at  $18  and  up 
are  the  new  fad.  Germany's 
Adidas  started  it  by  getting 
pros  to  wear  its  leather  model. 


however,  hope  for  automation  grows 
increasingly  dim.  Since  the  growth  in 
the  U.S.  shoe  market  has  gone  to  im- 
ports, domestic  production  hasn't  been 
expanding,  and  there  has  been  all  too 
little  investment  in  plant  or  equip- 
ment. As  an  American  footwear  execu- 
tive remarks,  "It  would  take  a  hell  of  a 
bold  guy  to  invest  now." 

But  by  sitting  tight,  the  industry 
merely  transforms  its  own  predictions 
of  doom  into  self-fulfilling  prophecies. 
If  the  current  trend  continues,  by  1975 
imports  will  far  exceed  50%  of  do- 
mestic production,  and  domestic  man- 
ufacturers will  be  dying  with  their 
black  pumps  on.  It  won't  matter 
whether  they  have  bows  or  not.  ■ 
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Our  plant  sites  go 
through  17  states, 
but  you  only  go  through  George. 


eorge  Defiel  (Day-feel)  is 
Dssibly  the  busiest  real 
>tate  man  in  the  country. 

But  that  figures. 

Because  George's 
)mpany—  the  newly-formed 
urlington  Northern— may 
ell. deal  with  more  real 
state  than  any  other  firm. 

George  can  show  you 
ousands  of  acres  of 
Dtential  paydirt  along  the 
ils  of  Burlington  Northern. 

every  major  marketing 
ea  from  mid-America  to 
e  Pacific  coast. 


How  does  he  do  it?  By 
being  able  to  contact  a  BN 
man  living  in  almost  every 
BN-served  community  in  the 
American  West.  A  man  who 
knows  the  length  of  the 
growing  season,  when  the 
floods  come,  who  chairs  the 
city  council.  And  that  kind  of 
on-the-spot  information  can 
be  a  big  help. 

All  this  means  you  don't 
have  to  talk  to  1 7  guys  about 
labor  supply  or  power  supply. 
Tax  laws  or  zoning  laws. 
Water  sources  or  natural 


resources.  Things  like  that. 

Just  let  George  do  it.  He's 
in  business  to  match  your 
business  to  the  best  possible 
site.  He'll  come  right  to  your 
office.  Or  pick  you  up  in  one 
of  our  company  jets  and  fly 
you  out  for  a  personal  look. 

Before  you  plan  a  move, 
call  George  at  61 2-222-7773. 
Or  write  him  at  Burlington 
Northern,  176  E.  Fifth  St., 
St.  Paul,  Minn.  55101. 

He'll  show  you  a  road  to 
a  new  plant  site  that's  not 
paved  with  red  tape. 


BURLINGTON  NORTHERN 


Going  places  in  the  American  West 


Faces  Behind  the  Figures 


Subversion  in  Unexpected 
Places? 

Attorney  General  John  N. 
Mitchell  a  potential  subversive? 
In  one  unintentional  way,  that  may 
well  be  the  effect  of  some  of  Mitch- 
ell's actions,  says  a  former  top  Ken- 
nedy Administration  official.  Lee 
Loevinger,  57,  the  Justice  Depart- 
ment's antitrust  chief  from  1961-63, 
uses  strong  language  about  the 
Nixon  Administration's  antitrust 
policy,  calling  it  plain  antibusiness. 

Now  a  partner  in  the  Washing- 
ton law  firm  of  Hogan  &  Hartson, 
Loevinger  says:  "It's  hard  to  know 
what  Mitchell  and  [antitrust  chief 
Richard  W.]  McLaren  are  getting 
at.  But  I  think  they're  saying: 
'Look,  boys,  we've  changed  our 
minds.  Bigness  is  an  offense.'  " 

A  prosecutor  who  prosecuted  a 
near-record  93  antitrust  cases  in  a 
single  year,  Loevinger  two  years 
ago  joined  a  law  firm  that  special- 
izes in  defending  corporate  clients 
against  monopoly  charges. 

The  root  of  the  whole  Mitchell- 
McLaren  approach,  Loevinger  says 
critically,  is  the  notion  that  poten- 
tial can  be  equated  with  probabil- 
ity. Thus,  big  companies  are  being 
harassed  because  of  their  potential 
impact  on  a  market,  rather  than 
their  probable  impact. 


In  the  various  International  Tele- 
phone &  Telegraph  cases,  for  in- 
stance, Justice  attacked  on  the 
grounds  that  the  giant  conglomer- 
ate had  a  potential  for  "reciprocity" 
—for  forcing  its  subsidiaries  and  af- 
filiates to  buy  products  and  services 
from  each  other.  "When  I  was  in 
Government  I  prosecuted  one  of 
the  first  such  cases,"  Loevinger  says. 
"But  this  was  a  special  case.  The 
company  actually  had  a  vice  presi- 
dent in  charge  of  reciprocity  com- 
plete with  cross-indexed  card  files 
and  everything."  But  Loevinger 
thinks  Mitchell  and  McLaren  are 
going  far  beyond  this. 

"If  potentiality  equals  proof," 
Loevinger  goes  on,  "then  accusa- 
tion equals  conviction;  every  citi- 
zen is  a  presumed  criminal,  and  ev- 
ery prosecutor  has  the  power  of  a 
tyrant.  Under  the  potentiality  the- 
ory, dissent  equals  revolution  and 
revolution  equals  assassination,  prof- 
its equal  success  and  success  equals 
monopolization.  Under  the  poten- 
tiality theory,  business  success  is 
illegal,  and  so  is  political  opposi- 
tion and  social  dissent.  The  poten- 
tiality theory  is,  thus,  potentially 
the  most  subversive  legal  principle 
proposed  to  the  American  courts  in 
recent  years." 

The  controlling  word,  of  course, 
is  "potentially."  ■ 


The  Growth  Continent 

"The  African  culture  is  power- 
ful," says  60-year-old  Moshe  May- 
er, Austrian-born  chairman  of  Ge- 
neva's Mafit  Trust  Corp.  and  one  of 
Israel's  richest  citizens.  "But  we 
are  going  to  revise  it." 

An  Israeli  operating  in  Africa? 
When  the  whole  northern  part  of 
the  continent  has  answered  the  call 
to  holy  war  against  his  country? 
It's  not  so  strange  as  it  sounds. 
There  is  a  sharp  difference  in  Af- 
rica between  the  Mohammedan 
north  and  the  Christian  and  Ani- 
mist  central  and  western  regions. 
In  non-Moslem  Africa,  the  Israeli- 
Arab  feud  is  ignored.  Quietly,  Is- 
rael has  been  playing  a  fairly  major 
role  in  many  African  countries 
which  welcome  Israel's  west- 
ern-style managerial /technological 
knowhow  and  with  no  threat  of 
infiltration. 

An  international  financier  and 
developer,  Mayer  has  already  re- 
vised the  skyline  of  Monrovia,  cap- 


ital of  Liberia,  by  building  its  first 
skyscraper,  a  new  city  hall,  a  pres- 
idential mansion  and  an  Intercon- 
tinental hotel.  In  1962  he  moved  on 
to  the  neighboring  Republic  of  the 
Ivory    Coast    where    he    built    an- 


Mayer  of  Mafit  Trust 

MP*1 
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Attorney  Loevinger 


other  Intercontinental,  the  500- 
room  Ivoire,  in  the  capital,  Abidjan. 
The  Ivoire  is  the  cornerstone  of  a 
10,000  acre  resort-residential-indus- 
trial development  called  the  Afri- 
can Riviera.  Through  the  project— 
which  could  cost  $2  billion  over 
the  next  quarter-century— Mayer 
plans  to  transform  rural  villages  in- 
to modern  communities  and  direct 
the  area's  agrarian  economy  more 
toward  tourism  and  light  industry. 
Mayer  has  raised  $30  million  of 
the  $50  million  he  needs  for  the 
Riviera's  first  phase;  but  the  mon- 
ey, from  Mafit,  the  government  and 
outside  investors,  doesn't  all  come 
easily.  Some  investors  doubt  its  sta- 
bility in  an  unstable  continent. 
Others  wonder  if  its  steamy  cli- 
mate will  ever  attract  tourists— in 
spite  of  its  natural  beauty.  Mayer 
claims  such  doubts  are  unfounded, 
though  he  has  arranged  for  Mafit 
to  get  a  very  rapid,  juicy  return  on 
its  investment.  "Africa  is  the  next 
growth  continent,"  he  insists.  "I 
will  be  part  of  its  growth."  ■ 
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Posner  Jr. 


Posner  Sr. 


Genius  Revisited 

\'k  tor  Posner,  a  bombastic  one- 
time Baltimore  real-estate  specula- 
tor, was  a  minor  figure  among  Wall 
Street's  consdomerators  during  the 
late  Sixties,  but  what  he  lacked  in 
scope,  Posner  more  than  made  up 
in  sheer  brass.  He  parlayed  a  mon- 
ey-losing vulcanized  fiber  manu- 
facturer named  NVF  (assets:  $25 
million)  into  control  of  Sharon 
Steel  (assets:  $200  million).  More 
recently  he  gained  control  of 
Southeastern  Public  Service  (as- 
sets: $70  million)  and  a  string  ol 
smaller  companies  through  DWG. 
Posner  promised  both  companies 
"new  management"  and  talked  of 
building  a  $3-billion  conglomerate. 
One   of    his    first    moves   was    to 


Goodbye  fo  All  That 

In  the  18  months  since  John  M. 
Seabrook,  53,  took  over  from  Phila- 
delphia stockbroker  Howard  Butch- 
er III  as  chief  executive  of  Interna- 
tional Utilities,  the  conglomerate 
has  been  reshaping  itself  in  Sea- 
brook's  image.  IU  directly  reflected 
Butcher's  genius  for  nosing  out  un- 
dervahied  situations  for  investment 
(telephone  companies)  or  acqui- 
sition (Ryder  Truck  Lines).  The 
result  was  an  outfit  that  earned 
$38  million  last  year  on  $798  mil- 
lion in  sales:  the  profit  derived  from 
a  group  of  shipping,  utility,  truck- 
ing and  capital  goods  operating 
companies  and  from  gains  on 
investments. 

Under  Seabrook,  most  of  IU's  in- 
vestment portfolio  has  already  been 
liquidated,  and  capital  gains  will 
count  for  less.  "Butcher  was  first 
and  foremost  an  investment  bank- 
er," Seabrook  says,  "and  saw  every- 
thing as  pieces  of  paper.  We  see 
them  as  operating  entities." 


change  the  accounting  firms  of  both 
Sharon  and  NVF  and  completely 
revamp  their  bookkeeping.  The  net 
effect  was  that  NVF/  Sharon  re- 
vised its  reported  earnings  for  1969 
from  $1.3  million,  $1.34  a  common 
share,  to  $6.9  million,  $8  a  share. 

But,  such  is  Wall  Street's  skep- 
ticism about  accounting  these 
days,  that  all  this  has  gone  entirely 
unappreciated  so  far  as  investors 
are  concerned.  Today  you  can  buy 
NVF/ Sharon  on  the  Big  Board  for 
about  one  times  last  year's  reported 
earnings;  its  debentures— which  the 
New  York  Stock  Exchange  refused 
to  list— yield  a  handsome  20%  based 
on  Pacific  Coast  Exchange  prices. 
DWG,  a  Posner  holding  company, 
traded  over-the-counter,  sells  at  just 
three  times  earnings. 


It  may  well  turn  out  that  none 
of  these  securities  is  the  bargain  it 
seems  to  be.  NVF/ Sharon  has  big 
debt  maturities  this  year  and  re- 
portedly has  neither  the  cash  flow 
nor  the  cash  to  handle  them.  NVF/ 
Sharon— on  the  basis  of  unaudited 
figures— reported  a  75%  decline  in 
earnings  for  the  first  half  of  1970. 

When  Posner  offered  to  trade  a 
package  of  securities  to  the  old 
owners  of  Sharon  stock,  most  of 
them  jumped  at  the  deal.  For  a  stock- 
that  hadn't  sold  above  40  for  three 
years  before  Posner  entered  the  pic- 
ture, they  were  getting  securities 
with  a  stated  value  of  $70  plus 
warrants  and  a  market  value  at  that 
time  of  $49.  But  the  gains  proved 
illusory:  Today  the  package  is 
worth  only  about  $38  on  the  mar- 
ket. Posner's  holdings  alone  in 
NVF/  Sharon,  which  were  worth 
about  $5  million  in  early  1969  are 
now  worth  less  than  $1.5  million. 

A  year  and  a  half  ago,  when 
Posner  was  riding  high,  Forbes 
commented  (Feb.  15,  1969)  that 
he  was  vastly  overpaying  for  the 
companies  he  bought.  But  Posner 
(above,  with  son  Steven,  who  man- 
ages Posner's  real  estate)  told 
Forbes:  "I  am  a  genius."  Maybe 
he  was— in  1969.  But  in  today's 
more  sober  environment,  the  defi- 
nition of  "genius"  is  tougher.   ■ 


An  operating  man  himself,  Sea- 
brook ran  his  family  food  business 
(Seabrook  Farms),  then  was 
tapped  by  Butcher  to  supervise 
IU's  acquisition  program.  Most  of 
the   acquisitions   were   smart:    Go- 


Seabrook  of  International  Utilities 
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taas-Larsen,  a  shipping  outfit  cur- 
rently coining  money;  Ryder  Truck, 
to  be  merged  with  Pacific  Inter- 
mountain  Express  to  form  a  nation- 
wide system;  and  C.  Brewer,  larg- 
est landowner  in  Hawaii. 

But  IU  has  had  its  lemons  as 
well:  a  massive  investment  in  the 
bankrupt  Penn  Central,  for  one. 
"We  sold  190,000  shares  around 
the  high  [86]  in  1968,"  says  Sea- 
brook. But  he  held  on  to  another 
half  million,  and  with  the  price 
around  8  has  set  up  a  $3.4-million 
after-tax  reserve  against  losses. 
Then  too,  IU's  Walworth  valve  af- 
filiate is  once  more  in  trouble.  Hav- 
ing been  turned  around  once,  it  is 
back  in  the  red  again. 

What  is  encouraging,  however, 
is  that  despite  Walworth,  the  Penn 
Central  losses  and  the  decline  in 
security  profits,  IU  is  currently  hav- 
ing a  good  year.  At  mid-year, 
though  total  profits  were  off  over 
9%,  operating  profits  were  up  28%. 
With  Walworth  losses  ebbing,  Sea- 
brook could  well  close  the  gap.  ■ 
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Faces  Behind  the  Figures 


Golden  Horse 

Barring  a  last-minute  change  in 
plans,  Nijinsky,  a  powerful  three- 
year-old  thoroughbred,  will  burst 
from  tlie  starting  gate  at  Belmont 
Park  on  Oct.  17  and  attempt  to  gal- 
lop to  his  12th  victory  in  13  races. 

Even  if  he  loses,  Nijinsky  will 
have  won  over  $650,000,  somewhat 
more  than  the  $580,000  his  sire, 
Northern  Dancer,  won  before  he 
was  put  out  to  stud,  but  far  short 
of  the  record  $1.98  million  that 
Kelso  earned  during  his  eight-year, 
62-race  career.  Even  so,  Nijinsky 
could  wind  up  making  more  money 
for  his  owners  than  any  other  race 
horse  in  history. 

Consider  some  of  these  numbers 
the  next  time  you  line  up  at  the  $2 
window.  Bred  by  Canadian  indus- 
trialist E.P.  Taylor,  Nijinsky  was 
sold  in  1968  to  multimillionaire 
Charles  Engelhard,  chairman  of 
Engelhard  Minerals  &  Chemicals 
Corp.,  for  the  bargain-basement 
price  of  $84,000.  Two  months 
ago,  after  an  unbroken  string  of  vic- 
tories which  includes  the  English 
Triple  Crown,  Nijinsky  was  sold 
again,  this  time  to  a  buyer  syndi- 
cate, for  a  record  $5.44  million- 
more  than  60  times  Engelhard's 
original  cost.  At  that,  Engelhard  re- 
tains ten  of  the  32  syndicate  shares 
(worth    $170,000    each),    Taylor 


Nijinsky 


holds  two,  and  the  rest  are  owned 
by  men  like  John  Hay  Whitney, 
Paul  Mellon,  Ogden  Phipps  and 
Robert  Kleberg.  Not  counting  cur- 
rent shares,  Engelhard  emerges  with 
a  $3?66-million  profit— taxed  at  the 
capital  gains  rate. 

But  the  new  syndicate  won't 
race  Nijinsky.  The  Man  o'  War 
Stakes  coming  up  at  Belmont  is  his 
last  run.  Why  is  the  horse  worth 
millions  when  his  racing  days  are 
over?  Because  Nijinsky  is  worth 
more  as  a  stud  than  as  a  further 
winner.  In  future  races  he  might 
lose,  as  he  did  for  the  first  time 
early  this  month.  Or  break  a  leg. 
Then  he  couldn't  be  put  to  stud  to 
produce  a  string  of  multimillion- 
dollar  thoroughbreds.  It's  as  a  stud 
that  Nijinsky's  real  potential  lies 
hidden.  It  is  not  only  his  own  rec- 
ord that  indicates  top  stud  poten- 
tial; his  sire,  in  winning  the  1964 
Kentucky  Derby,  set  a  track  record 
of  two  minutes  (for  1/4  miles). 

Even  at  that,  there  are  risks,  and 
Nijinsky  could  conceivably  prove  a 
poor  stud.  That  would  be  a  tough 
break  for  the  syndicate  members, 
who  are  entitled  to  mate  one  brood 
mare  annually  for  each  share 
owned.  But  basically,  breeding  and 
racing  horses  is  like  any  other  busi- 
ness: You  don't  earn  the  biggest 
profits  without  carefully  calculating 
your  risks.   ■ 


Higher  &  Higher 

"Honesty  is  the  best  policy,"  Com- 
monwealth Edison  Chairman  J. 
Harris  Ward  told  himself  earlier 
this  year  when  the  big  Chicago- 
based  electric  utility  took  off  to  the 
Illinois  Commerce  Commission  for 
its  first  rate  increase  in  12  years. 
"Instead  of  asking  for  a  9%  increase 
and  settling  for  6%,  we'll  ask  for 
what  we  really  need."  Ward  asked 
for  6.1%,  and  what  the  Illinois  Com- 
merce Commission  gave  him  was 
4.5%.  "It  didn't  work,  did  it?"  he 
now  says  ruefully. 

The  result  is  that  Common- 
wealth's earnings  ($132  million  last 
year  on  $801  million  in  revenues) 
are  turning  downward  lor  the  first 
time  in  10  years.  They  were  off  11% 
in  the  first  half.  and.  despite  the 
rate  increase,  Ward  isn't  sure  they'll 
even  reach  $2.95  for  the  year  vs. 
$3  in  1969. 

For  Ward,  the  squeeze  on  earn- 
ings  comes   at    a   particularly   diffi- 


m 


Ward  of  Commonwealth  Edison 


cult  time.  Commonwealth  is  in  the 
midst  of  a  five-year,  $2.3-billion 
capital  program,  mainly  to  bring 
Commonwealth's  nuclear  capacity 
up  from  5%  of  its  total  power  out- 
put to  above  40%  by  1975.  Ward 
already  has  two  nuclear  plants  and 
will  have  seven  more  before  the  cur- 
rent program  is  over.  Though  he 
concedes  that  nuclear  power  costs 
have  gone  up,  this  hasn't  dis- 
suaded him  of  the  long-term  poten- 
tial of  nuclear  energy.  He  has  al- 
ready signed  long-term  contracts  to 
buy  4  million  pounds  of  uranium 
from  Australia  beginning  in  1974— 
"not  because  we  thought  anyone 
would  run  out  of  it,  but  because 
we  thought  the  price  would  go  up. 
So  far  we've  been  wrong." 

Commonwealth  Edison's  nuclear 
program  is  going  to  take  lots  of 
money,  which  is  why  Ward  consid- 
ers Commonwealth's  flagging  earn- 
ings to  be  a  particular  problem.  His 
solution?  "Another  rate  increase  is 
inevitable."  ■ 
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Cities  Service  works  late  at  night 
preparing  for  pr  tomorrow. 


Meeting  the  energy  and  chemicals  needs  of  tomorrow  means 
moving  fast  today. 

Our  far-ranging  geologists  and  geophysicists  know  that.  They 
spend  long  hours  when  exploring— for  petroleum  on  Alaska's 
North  Slope,  in  Indonesia  and  Argentina;  for  copper  in 
Arizona,  sulfur  in  Mexico,  uranium  in  Wyoming;  and  for  other 
hidden  minerals  in  other  corners  of  the  world. 

As  a  natural  resource  company,  we  at  Cities  Service  can't 
afford  to  watch  the  clock.  Except  to  make  sure  we're  staying 
ahead  of  tomorrow. 

CITIES  SERVICE  COMPANY 

SIXTY  WALL  STREET,  NEW  YORK,  NY.  10005 


Faces  Behind  the  Figures 


The  Unflappable  M.  Aionod 

Noel  Monod,  59,  may  just  be  the 
lowest  paid  big-money  manager  in 
the  world.  For  his  salary  of  $25,000 
a  year-$20,000  after  taxes-he 
manages  around  $900  million  in 
capital,  trades  actively  in  currency 
markets  around  the  world  and  han- 
dles an  extremely  complex  annual 
budget  of  $169  million  ($183  mil- 
lion next  year).  Monod,  a  tall,  thin 
Frenchman  who  dresses  in  gray 
suits  and  black  ties,  has  been  the 
first  and  only  treasurer  of  the  Unit- 
ed Nations  since  its  founding  in 
1946.  He  comes  of  an  old  French 
Huguenot  family  and  has  ties  high 
up  in  French  industry  and  finance. 
Jacques  Monod,  the  Nobel  Prize- 
winning  scientist,  and  Lucien 
Monod,  the  painter,  are  cousins. 
Monod  was  educated  in  Britain  and 
France,  speaks  four  languages  and 
was  a  successful  French  business- 
man (his  company  specialized  in 
electrical  instrumentation)  before 
World  War  II. 

Monod's  biggest  single  chunk  of 
money  is  the  U.N.'s  pension  fund, 
currently  $500  million  and  growing 
by  $84  million  or  so  a  year.  In  in- 
vesting this  money,  says  Monod, 
"We  have  to  be  like  Caesar's  wife"— 
above  suspicion.  So  his  investment 
policies  are  "ultraconservative"— 
dollar-averaging  and  the  like  on 
stocks  and  minimum  AA  rating  on 
bonds,  with  no  more  than  2%  in  any 
one  issue.  The  profits  are  respect- 
able but  moderate:  $24  million  in 
1968  and  $29  million  in  1969  (fis- 
cal years  vary  among  his  funds). 
Monod  counted  it  a  resounding  vic- 
tory back  in  1952  when,  after  four 
years  of  urging,  his  U.N.  bosses 
finally  agreed  to  give  the  fund  the 
freedom  to  buy  common  stocks  as 
well  as  bonds. 

Currently,  the  pension  fund's 
$500  million  is  divided  60-40  be- 
tween bonds  and  common  stock, 
with  about  $150  million  in  Ameri- 
can common  issues,  $50  million  in 
non-U. S.  common  issues.  "We're 
down  like  everybody  else  in  U.S. 
common  stocks  this  year,"  says 
Monod.  "But  we  recently  rated  our- 
selves against  45  other  funds,  and 
we  were  in  the  first  10%.  In  the 
last  six  months,  I  pushed  for  sub- 
stantial purchases  of  high-interest 
bonds."  He  already  holds  around 
$180  million  in  U.S.  corporate 
bonds.  Thus,  including  both  equi- 
ties  and   fixed-interest   obligations. 


Monod  of  the  U.N. 


some  two-thirds  of  all  the  money 
is  in  U.S.  issues. 

Wouldn't  it  be  more  appropriate 
for  an  international  organization  to 
have  a  more  international  portfo- 
lio? Monod  is  moving  that  way,  but 
there  is  a  hitch,  a  familiar  one. 
"One  problem  is  that  the  markets 
outside  the  U.S.  are  often  too  small 
to  absorb  large  sums,"  he  says.  "It's 
bad  enough  on  the  buy  side.  But 
occasionally  I've  had  bad  nights 
thinking  what  would  happen  to  the 
Paris  market  if  I  suddenly,  say,  put 
$500,000  worth  of  Michelin  stock 
on  that  market." 

He  also  handles  the  U.N.  Devel- 
opment Program  portfolio,  which 
has  about  $150  million  of  its  $200- 
million  budget  invested,  pending 
disbursement  on  various  projects. 
This  money  is  mainly  short-term 
and  mainly  in  the  currencies  in 
which  the  funds  will  be  paid. 

Monod's  busy  arbitrage  operation 
arises  out  of  the  fact  that  the  U.N. 
has  employees  and  operations  all 
over  the  world.  It  pays  the  bulk  of 
its  personnel  in  other  countries  in 
the  currencies  of  those  countries. 
That  means  keeping  tabs  on  all 
changes  in  rates  of  exchange  and 
especially  devaluations.  Monod 
works  through  banks  that  give  him 


foreign  quotes  by  Telex  in  ten  min- 
utes. "At  the  moment,"  he  says, 
"I'm  engaged  in  a  substantial  op- 
eration selling  Swedish  kroner 
against  dollars  here.  This  is  a  pub- 
lic organization,  heavily  scruti- 
nized by  auditors,  and  I  must  be 
sure  of  getting  the  best  rate.  On 
the  other  hand,  if  I  announce  too 
loudly  that  I  am  going  to  buy,  say, 
$2  million  in  Sweden  tomorrow,  it 
might  mess  up  the  rate  of  ex- 
change. What  do  I  do?  Consult 
quietly  with  two  or  three  banks— 
I  concentrate  on  Irving  Trust  here 
and  Banque  Worms  in  Paris— which 
won't  spoil  the  market  and  I  can  be 
reasonably  sure  will  give  us  their 
best  rate." 

Monod  stays  out  of  forward  cur- 
rency markets  "because  we  must 
not  give  even  the  impression  of 
speculating  for  or  against  a  mem- 
ber state's  currency,"  he  explains. 
But  in  a  case  like  the  period  lead- 
ing up  to  the  devaluation  of  the 
British  pound  in  1967,  it  was  to  pro- 
tect the  U.N.  that  he  says,  "I  nat- 
urally pushed  my  people  to  use 
sterling  to  disburse,  so  that  we 
would  be  caught  with  as  little  ster- 
ling as  possible." 

Monod  is  not  the  sort  of  man  to 
engage  in  public  controversy,  but 
it's  no  secret  that  there  is  rivalry 
between  Paul  Hoffman's  U.N.  De- 
velopment Program  and  Robert 
McNamara's  World  Bank.  About  all 
that  Monod  will  say  is:  "We  lent 
the  World  Bank  $10  million  at  6%, 
and  McNamara  turns  around  and 
places  it  at  10%.  I  could  do  the 
same  thing." 

He  also  has  constant  problems 
with  member  states— which  is  not 
surprising  since  there  are  some  127 
of  them,  some  rich  and  powerful, 
some  poor  and  weak,  but  all  of 
them  proud  and  opinionated. 
"There  are  127  auditors- general 
who  think  they  know  better  how  to 
invest  their  money  than  we  do. 
But,  on  the  whole  we  do  extremely 
well.  I  defy  anyone  else  to  do  as 
well  with  what  we  have." 

Monod  says  that  proudly,  but 
not  arrogantly.  You  get  a  clue  to  his 
character  when  you  ask  him  why 
he  forsook  a  good-paying  career 
with  a  family  company  for  a  low 
salary  and  a  high  quota  of  head- 
aches. First  he  cites  his  family's 
tradition  of  public  service.  Then  he 
adds:  "There  were  many  things  I 
saw  in  World  War  II  that  I  would 
rather  not  see  again."  ■ 
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'  Candidate  Klassen 

It  took  Elmer  T.  Klassen  40  years 
to  rise  from  office  boy  to  president 
at  American  Can  Co.  i  hen,  after 
only  three  years  at  the  top  of  the 
worlds  biggest  packaging  complex, 
he  suddenly  quit  in  1968. 

Klassen,  now  62,  still  won't  say 
why  he  left  a  $200,000-a-year  job. 
Associates  suggest  what  bugged 
him  was  that  William  May,  a 
younger  man  who  is  still  Canco's 
chairman  and  chief  executive,  was 
already  in  the  top  job.  But  true  or 
not,  early  last  year  Klassen  let  him- 
self be  persuaded  by  Postmaster 
General  Winton  M.  (Red)  Blount 
to  sign  on  at  $40,000  as  Deputy 
Postmaster  General,  the  No.  Two 
spot  in  the  most  unbusinesslike 
U.S.  Government  department. 

It  may  also  be  the  place  where 
Klassen  '^ets  his  first  chance  to  run 
his  own  show .  Under  the  landmark 
Postal  Reorganization  Act,  the  Post- 
master General,  long  the  top  op- 
erating politician  of  the  party  in 
power,  will  no  longer  be  appointed 
by  the  President.  Red  Blount,  a  ma- 
jor architect  of  the  changeover,  is  a 
likely  prospect  to  become  chairman 
of  the  nine-man  board  of  governors 
w  hose  names  the  President  will  sub- 
mit to  Congress  this  fall.  The  gov- 
ernors, acting  much  like  a  board  of 
directors,  then  choose  the  Postmas- 
ter General. 


Klassen  of  the  Post  Office 


They  will  have  a  hard  time  ig- 
noring Klassea,  who  could  combine 
top  operating  experience  with  inti- 
mate knowledge  of  the  postal  re- 
organization. If  Klassen  gets  the 
job,  he'd  be  chief  executive  of  an 
outfit  with  14  times  Canco's  em- 
ployees and  3/'j  times  its  revenues,  or 
some  $6  billion  in  postal  revenues. 

He  would  also  have  the  stagger- 
ing job  of  implementing  the  reor- 
ganization. "It's  going  to  be  a  hell 
of  a  job  of  industrial  relations,"  says 
Klassen.  He  says  it  while  relaxing 


in  shirtsleeves  in  an  oak-paneled 
Washington  office  that  he  says— like 
the  Post  Office  itself— is  so  big  that 
it  is  inefficient.  But  he  insists  that 
the  Post  Office  can  be  run  like  a 
business  even  if  its  competition— 
notably,  United  Parcel  Service— is 
minuscule. 

Would  Klassen  like  to  be  the 
businessman  who  tries  it?  When 
asked,  he  comes  on  like  a  politi- 
cian leaving  doors  open.  "I  haven't 
been  offered  the  job,"  he  says.  "I'd 
have  to  think  about  it."  ■ 


Its  the  Little  Things 

Harry  Heltzer,  who  takes  over 
Nov.  1  from  retiring  Bert  S.  Cross 
as  chairman  and  chief  executive  of 
big  (S1.6-billion  sales)  Minnesota 
Mining  &  Manufacturing,  has  a 
simple,  unworkable  recipe  for 
keeping  sales  and  earnings  growing 
despite  a  dull  business  climate: 
"Don't  let  your  sales  people  read 
economic  reports." 

Heltzer,  who  started  at  the  bot- 
tom at  3M  in  the  Thirties  and 
reached  the  presidency  four  years 
ago,  knows  what's  really  behind  the 
St.  Paul  firm's  consistently  excellent 
record:  Minnesota  Mining  sells 
thousands  of  small-ticket  items, 
from  tapes  and  abrasives  and  use- 
ful office  gimmicks  to  graphic  de- 
vices and  medical  accessories.  The 
major  business  virtue  of  such  things 
is  that  they  don't  get  cut  back  so 
sharply  in  a  downturn.  "When  was 
the   last   time   you   went   through 


Heltzer  of  3M 
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your  office  checking  lead  pencils?" 
Heltzer  asks. 

That's  how  3M,  despite  a  down- 
draft  on  some  of  its  industrial  sales 
and  no  big  market  penetration  yet 
for  its  new  color  copier,  still  man- 
aged to  boost  earnings  7.8%  to  $179 
million  last  year,  and  netted  an- 
other $90.6  million  (up  5.9%)  in 
the  first  half  of  this  year.  "If  the 
automobile  companies  don't  build 
so  many  cars,  then  we  don't  sup- 
ply so  much  in  abrasives,"  Heltzer 
says.  "But  the  people  who  aren't 
buying  new  cars  take  them  back  to 
be  repolished,  so  there  we  can  get 
a  counterbalance." 

In  following  Bert  Cross  into  the 
top  spot  at  3M,  Heltzer  says  he's 
going  to  do  just  what  Cross  did— 
concentrate  on  developing  overseas 
business.  "It's  over  30%  of  our  total 
volume  right  now,  and  growing  at 
around  15%  a  year.  Which  is  a  lot 
faster  than  what  we're  doing  at 
home"— about  11%.  ■ 
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LA  POPOTTE 

232  Ea»l  58th  Street  EL  5-8965 

Reservations  advised.  AE.  DC. 
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You  can  have  the 

next  four  issues     1 

free!         I 

Here  are  just  a  few  sample  review. 


LE  STEAK*** 

1089  Second  Avenue  (b»twwn  5Tth  and  58th  Streets)  421-9072 

Reservations  advised.  AE,  DC. 

Unique,  and  one  of  the  best  meals  available  in  New  York  City.  Despite  the  name,  it  is  not  a  steak 
related  In  any  way  to  the  American  charbroiled  variety. 

le  Is  the  key  -  French  in  every  aspect,  from  bare  decor  with  coats  and  hats  on  racks 
in  the  window  bays  to  the  fabulous  mustardy-vlnegary  steak  sauce.  The  steaks  themselves 
are  lean,  tender  and  not  unappetizingly  gargantuan.  We've  never  had  better  French  fried  potatoes 
—  thin,  moist-crisp;  we've  never  had  better  French  salad  dressing  —  on  cold,  fresh  greens. 
The  only  menu  choice  Is  dessert,  and  the  only  concession  to  American  steak  house  habits 
Is  the  serving  of  the  large  bowl  of  salad  first. 

The  wines  are  simple,  Inexpensive  and  very  good. 

The  customers  are  uncreepy  intellectuals  and  people  who  like  to  eat  well  without 
paying  Inordinately  for  the  privilege. 

This  place  is  different.  Totally  unpretentious,  small.  There  are  only  20  tables.  The  tables 
are  not  so  close  together  that  you  cannot  converse.  It's  an  all-French  girl  cast  under  the 
management  of  Mademoiselle  Claude. 

Dinner  for  two,  including  cocktails,  wine  and  tip,  comes  to  about  $30. 

Le  Steak  is  open  for  dinner  only,  Monday-Saturday  from  5:30  to  10:30  P.M.  It  is 
closed  Sundays. 


BRASSERIE** 

100  t=asf  53rd  Street  „.  ^ 

Nervations  are  accepted  tor  dinner  only.AE.ce.  oc.  MC. 

„        The  Brasserie  has  I    ^ r»  o/T  ^  °UiChe  Lorraine      "       "'  9°M  «""><> *"«  .Ine 
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RESTAURANTS  REVIEWED  JANUARY  -  SEPTEMBER,  1970 
(Six  or  seven  new  ones  are  added  each  week) 


ACT  I 

A  LA  FOURCHETTE 

ALGONQUIN  HOTEL 

Lounge 

Oak  Room 

Rose  Room 
ANTLERS 
ARIRANC  HOUSE 
ARTIST  &  WRITERS 
ASSEMBLY  STEAK  HOUSE 
ASTI'S 
BACCARA 
BARBETTA 
BARCLAY  HOTEL 

The  King's  Inn 
BAROQUE 
BEGGI'S 

BENIHANA  OF  TOKYO 
BILL  CHAN'S  COLD  COIN 
BLUE  SEA 
BOATHOUSE 
BRASSERIE 
BROADWAY  JOE 
BRUSSELS 
CAFE  ARGENTEUIL 
CAFE  BRITTANY 
CAFECHAUVERON 
CAFE  EUROPA 
CAFF.  ST.  DENIS 
CAMELOT 
CAPTAIN'S  TABLE 
CARACALLA 
CASA  Dl  PRE 
CAST1LIAN 
CATTLEMAN  EAST 
CAVANACH'S 
CHALET  SUISSE 
CHARLES  A  LA  POMME 

SOUFFLEE 
CHARLES  FRENCH 

RESTAURANT 
CHARLEY  O'S 
CHARLIE  BROWN'S 
CHATEAU  HENRI  IV 
CHEZ  RENEE 
CHEZ  VOUS 
CHEZ  YVONNE 

L'ESCARGOT 
CHRIST  CEI.LA 


CHRISTO'S 

CLOS  NORMAND 

COACH  HOUSE 

COACHMAN 

COPENHAGEN 

CHOW  LU 

DARDANELLES 

DAWSON'S  ENGLISH  PUB 

DERBY 

DINTY  MOORE'S 

SEAFOOD  HOUSE 
DORSET  HOTEL 
DOUBLE  DOLPHIN 
DOWNING  SQUARE 
DU  MIDI 
EBERLIN'S 
EL  PARADOR 
FERDI'S 
FIN  'N  CLAW 
FONDA  LA  PALOMA 
FONT  ANA  DI  TREVI 
FOUNTAIN  CAFE 
FRANKIE  &  JOHNNIE 
FRAUNCES  TAVERN 
GAETANOS  RISTORANTE 
CAGE  &  TOLLNER 
GALLACHER'S 
CATSBY'S 
GENE'S 

GEORGES  REY 
GIAMBELLI 
CIAMBELLI  50th 
GINGER  MAN 
GINO'S 
GIORDANO 
GLOUCESTER  HOUSE 
GROUND  FLOOR 
HOTEL  CARLYLE 

Regency  Room 
IL  BAMBINO 
INN  OF  THE  CLOCK 
IRORI 

ITALIANISSIMO 
ITALIAN  PAVILION 
JACK  DEMPSEY-S 
JAGER  HOUSE 
JA1.ALAI 
JAMAICAN 
JIM  DOWNEY'S 


JOAN  MARSH'S  PIPELINE 

JOE'S  PIER  52 

JOHN  BARLEYCORN 

KABUKI 

KASHMIR 

KEEN'S  ENGLISH  CHOP 

HOUSE 
LA  BUENA  MESA 
LA  CABANA 
LA  COTE  BASQUE 
LA  CROISETTE 
LA  FONDA  DEL  SOL 
LA  GRENOUILLE 
L'AIGLON 
LA  MAGANETTE 
LA  PETITE  MARMITE 
LA  POPOTTE 
LA  POTINIERE  DU  SOIR 
LA  POULARDE 
L'ARMORIQUE 
LARRE'S 

LA  TOQUE  BLANCHE 
LE  BIARRITZ 
LECHAMBERTIN 
LE  CHAMPIGNON 
LE  CHANTECLAIR 
LE  CYGNE 
LE  MADRIGAL 
LE  MANOIR 
LEMOAL 
LEOPARD 
LE  PERIGORD 
LE  PONT  NEUF 
LE  PROVENCAL 
LE  STEAK 
LETOILE 
LE  VEAU  D'OR 
LES  CHAMPS 
LES  PYRENEES 
LIBRARY 
LOBSTER 
LOTUS  EATERS 
LOUIE'S  SHORE 

RESTAURANT 
LOUISE  JR. 
LUCHOW'S 
LUTECE 
MAD  HATTER 
MAMA  LAURA 


MAMMA  LEONE'S 

MANDARIN  HOUSE  EAST 

MANERO'S 

MANNY  WOLF'S 

MARCHI'S 

MARTELL'S 

MAUD  "CHEZ  ELLE" 

MAX'S  KANSAS  CITY 

MAXWELL'S  PLUM 

MERCURIO 

MINETTA  TAVERN 

MR.  &  MRS.  FOSTER'S 

PLACE 
MIYAKO 
MON  PARIS 
MONK'S  INN 
MYKONOS 

NAT  SIMON'S  PENGUIN 
NICOLA  PAONE 
NIPPON 

O.  HENRY'S  STEAK  HOUSE 
OLD  FORGE  STEAK  HOUSE 
OLD  HOMESTEAD 
ORANGERIE 
ORSINI'S 

OSCAR'S  DELMONICO 
OSCAR'S  SALT  OF  THE  SEA 
PAK-INDIA  CURRY  HOUSE 
PALM 

PANCHO  VILLA'S 
PASSY 
PEARL'S 
PEKING  HOUSE 
PEN  &  PENCIL 
PER  BACCO 
PETER'S  BACKYARD 
PHILIPPINE  CARDEN 
PICCOLO  MONDO 
PIERRE'S 

PIRAEUS  MY  LOVE 
PLAZA  HOTEL 

Edwardian  Room 

Oak  Room 

Oyster  Bar 

Palm  Court  (brunch) 
PRESS  BOX 
PROMENADE  CAFE 
PROOF  OF  THE  PUDDINC 
QUO  VADIS 


RAINBOW  ROOM 

ROCCO  RESTAURANT 

ROMEO  SALTA 

RUC 

RUGANTINO 

RUNNING  FOOTMAN 

RUSSIAN  BEAR 

RUSSIAN  TEA  ROOM 

SAITO 

SAN  MARCO 

SAN  MARINO 

SARDI'S 

SAY  AT  NOVA 

SEA-FARE  OF  THE 

AEGEAN 
SHUN  LEE  DYNASTY 
SIGN  OF  THE  DOVE 
SIRO'S 

SPANISH  PAVILION 
SPATS 

STEAK  &  BREW 
STEAK  CASINO 
STOCKHOLM 
SWEETS 

TAVERN  ON  THE  GREEN 
TEDDY'S 
TOLEDO 

TOPKAPI  PALACE 
TOWER  SUITE 
TRADER  VIC'S 
TRATTORIA 
UNICORN 
VASATA 
VESUVIO 
VIA  MARGUTTA 
VIA  VENETO 
VINCENT  PETROSINO 
VOISIN 
WALDORF  ASTORIA 

Bull  &  Bear  Bar 

Bull  &  Bear  Restaurant 
WHYTE'S  OF  FULTON 

STREET 
WHYTE'S  OF  57th  STREET 
WINE  AND  APPLES 
YE  OLDE  CHOP  HOUSE 
XOCHITL 


lorl 
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pes  Magazine's  new  Restaurant  Guide 

iigs  you  the  most  candid  reviews  ever  written 
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Where  shall  we  eat-and  how  well? 


When  a  business  executive  takes  a  colleague  to  lunch  or  dinner 

New  York  City,  the  objective  is  generally  a  meeting  of  the 

ds   as   well   as   a   feeding   of  the   matter.    Many  seemingly 

>mplex  business  proposals  have  resolved  themselves  completely, 

rer  cocktails   and   portions  of  feathery  pike   dumplings  with 

'eet  lobster  sauce.  And  multi-million-dollar  deals  have  been 

lown  to  materialize  by  the  time  the  chocolate  mousse  arrived. 

Under  the  circumstances,  it's  hardly  wise  to  leave  the  selection 

a    restaurant   to   chance.    A   thoroughly   sound,   responsible 

■staurant  guide  is  needed.  One  that  is  candid,  rather  than  wary 

offending  somebody.  One  that's  written  by  persons  who  know 

id  appreciate  fine  food,  rather  than  by  faddists  in  search  of 

e  esoteric.  In  other  words,  a  guide  exactly  like  Forbes  Maga- 

ae's  new  Restaurant  Guide. 

FOR  THE  DINER  OF  CULTIVATED  TASTES 

Forbes  Magazine's  Restaurant  Guide  is  written  for  the  use  and 
invenience  of  every  discerning  diner  who  relishes  a  fine  meal, 
id  wants  to  know  where  he  can  sit  down  to  one,  amid  genial 
id  interesting  surroundings.  The  guide  is  published  every  week, 
id  covers  six  or  seven  New  York  City  restaurants  in  every  issue. 

Each  restaurant  is  reviewed  from  every  point  of  interest  to  the 
lective  diner.  What  are  the  quality  and  character  of  the  food 
id  drink?  How  courteous  and  efficient  is  the  service?  What  is 
e  nature  of  the  clientele?  How  agreeable  is  the  atmosphere? 
ow  agreeable  is  the  check?  Plus  many  other  fine  points  that 
;lp  make  dining  out  a  delicious  delight.  Or  tasteless  tedium. 

REVIEWERS  ARE  FORBES  EDITORS 

Our  reviewers  are  members  of  the  Forbes  editorial  staff,  some 
whom  have  sampled  the  wares  of  the  world's  most  respected 
bles.  They  are  completely  unawed  by  reputations  that  give 
idence  of  not  having  been  duly  earned,  as  a  couple  of  the 
cent  reviews  shown  on  these  pages  will  indicate.  In  paying 
eir  visits  to  restaurants,  our  editors  are  careful  to  preserve 
eir  anonymity.  This  is  necessary,  since  their  purpose  is  to 
«erve  restaurants  operating  under  the  normal  tenor  of  business. 
The  Restaurant  Guide  rates  its  subjects  according  to  exacting 
irbes  standards.  Seven  ratings  are  possible,  ranging  from  minus 
'0  stars  to  a  top  rating  of  plus  four  stars,  which  is  rare.  The 


food  itself  is  the  way  to  the  stars.   No  restaurant  will  ever 
receive  a  higher  rating  than  the  food  deserves. 


4  ISSUES  FREE  -  JUST  TO  SEE 

Simply  fill  out  and  mail  the  order  card  (or  the  coupon  below) 
and  you  can  have  the  next  four  issues  of  the  Restaurant  Guide 
free.  There's  one  thing  we  ask  in  return  —  if  you  don't  like  it,  let 
us  know.  Your  fourth  issue  will  then  be  your  last  and  you  won't 
owe  a  penny.  On  the  other  hand,  if  you  find  yourself  becoming  an 
habitue  and  don't  want  to  be  without  it,  there's  no  need  to  write. 
The  Cuide  will  keep  coming  and  all  you  do  is  pay  our  bill  for  a 
one  year  subscription  at  the  Charter  Rate  of  $24  — a  generous  1/3 
saving  on  the  $36  rate  non-charter  subscribers  will  pay.  Why  not 
send  off  today! 


(rJIJjiMHMM  WtTYJ^WJDW 


Forbes  Magazine's 

KSTMFBJ1MT  GUIDE 

60  FIFTH  AVENUE,  NEW  YORK,  N.Y.  10011 

Q  Send  me  the  first  four  issues  of  the  weekly  Forbes  Restau- 
rant Guide  free.  If  I'm  not  completely  satisfied,  I'll  let  you 
know  and  I  won't  owe  you  a  penny.  Otherwise,  you  can  con- 
tinue sending  the  Guide  and  bill  me  at  the  Special  "Charter 
Subscriber"  rate  of  only  $24,  for  a  one-year  subscription  —  a 
saving  of  33'/3%  on  the  regular  rate. 
□  My  $24  is  enclosed.  Enter  my  subscription  for  a  full  year 

right  awaj — with  refund  privileges  if  cancelled— and  send 

me   1.   Locator  and  star  ratings  of   159  restaurants  2. 

Handsome  black  and  silver  binder  3.  Two  extra  issues, 

making  54  issues  in  all. 

NAME 


ADDRESS. 
CITY 


R-0296 


STATE 


ZIP 


Are  you  investing 

for  the  70s  with  stocks  that 

were  hot  in  the  60's? 


A  lot  of  investors  think 
their  stocks  will  come  back 
as  soon  as  the  market  does. 
Maybe. 

But  only  if  they've  got 
the  right  stocks  for  today's 
market. 

Which  is  something 
you  can't  take  for  granted 
The  market  now  isn't  just    ■  ™  ■■  ™  ™  ™  " 
lower  than  it  was  in  1968.  It's  different. 

For  example,  during  the  late  sixties,  the 
only  thing  many  investors  seemed  to  care 
about  was  growth  in  earnings.  Now  we  see  a 
trend  back  to  companies  with  strong  balance 
sheets  and  relatively  low  price/earnings  ratios. 
So  we  think  it's  a  good  time  for  investors 
to  take  a  fresh  look  at  their  portfolios.  If  you'd 
like  us  to  help  you  do  it,  just  mail  the  coupon 
with  a  list  of  your  holdings. 

One  thing  we'll  watch  for  is  stocks  bought 
at  inflated  prices.  In  the  past,  speculative 


t,  506-JA 

Free: 

A  fresh  look  at  your  securities. 

Mail  to:  Merrill  Lynch,  EO.  Box  920, 
Wall  St.  Station,  New  York,  N.Y.  10005. 

1.  Your  investment  objective: 

□  Relative  safety  of  capital,  plus  income 
of  about  — %. 

□  Good  quality  stocks  with  prospects  for 
appreciation  and  long-term  growth. 

□  Attractive  speculations,  with  prospects 
for  appreciation  over  the  next  12 
months. 

2.  Present  income  tax  bracket  — %. 

3.  Please  attach  a  list  of  your  holdings. 
Include  number  of  shares  or  bonds  (with 
coupon  rate  and  maturity  date) ,  approx- 
imate time  and  price  of  purchase,  plus 
cash  available  for  investment. 

4.  Please  explain  if  you  expect  a  major 
change  in  your  financial  status  soon. 

Name 

Address 

City- 


State 


_Zip 


Merrill  Lynch  customers:  Please  give  name 
and  office  address  of  account  executive. 


All  inquiries  held  in  strict  confidence 


stocks  have  often  dragge 
their  feet  after  the  fir 
sharp  rally  following  a  , 
vere  bear  market. 

So  don't  be  surprise 
if  we  tell  you  that  some 
those  dear  old  blue  chi] 
you've  been  holding  fi 
years  are  the  best  thinj 
■  ™™™""""*    in  your  portfolio. 

Or,  we  might  suggest  money-relate 
stocks.  Utilities,  housing,  and  banks.  We' 
bullish  on  these  stocks  partly  because  of  tl 
trend  to  easier  money  and  lower  interest  rat 
Of  course,  our  recommendations  w 
depend  on  what  you  tell  us  in  the  coupon. 

In  the  meantime,  we'll  keep  looking  f 
the  trends  that  make  the  market  go.  We  woi 
spot  them  all.  Nobody  does.  But  we  do  ha 
twice  as  many  analysts  looking  for  them 
any  other  broker. 

We  figure  that  puts  the  odds  in  our  fav 


Merrill  Lynch:  We  look  for  the  trends. 


Merrill  Lynch.  Puree,  Feiuier  &  Smith  ln<    For 


office  call  toll  (re*  800  243  6000  In  Connecticut  call  800  942  06S5 
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The  Forbes  Index 


preliminary 


3  0  PBrtott  at  economic  necess  tanas  oe  fined 
_  _  by  National  Bureau  oi  Economic  Research 
7  O 


Composed  ol  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Depf.  ot  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


JULY  138.2 

AUG 137.5 

SEPT 137.1 

OCT 137.2 

NOV 136.3 

DEC 134.5 

JAN 132.4 

FEB 130.9 

MAR 129.0 

APR 127.8 

MAY 126.1 

JUNE     .....125.7 

JULY  127.0 

AUG.  (prel.)  .128.0 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


More  Trading,  Less  Investing 


It  seems  to  me  that  there  is  more  in- 
and-out  trading  and  less  investing  for 
the  long  pull  than  there  was  several 
years  ago.  Certainly  there  is  more  in- 
and-out  trading  hy  mutual  funds.  And 
from  my  observation,  individuals  are 
busing  and  selling  more  often.  Per- 
haps that's  one  reason  why  the  vol- 
ume of  transactions  on  the  New  York 
and  American  Stock  Exchanges  has 
recovered  more  rapidly  than  it  had 
after  previous  major  stock  market 
adjustments. 

.  For  individuals,  this  more  rapid 
turnover  may  make  sense.  In  the  first 
place,  most  individuals  this  year  have 
either  actually  accrued  or  have  paper 
losses  which  they  can  charge  off 
against  profits,  and  thus  save  taxes. 
Second,  much  of  the  activity  has  re- 
cently been  in  the  type  of  stock  ( spec- 
ulations) which  you  "take  out  for  the 
evening"  rather  than  in  issues  (in- 
vestment quality)  which  "you  take 
home  to  mamma."  Third,  in  these 
days  of  political,  economic  and  social 
uncertainty,  the  long-pull  outlook  does 
not  seem  to  be  as  clearly  defined  as 
it  was  five  years  or  ten  years  ago.  Fi- 
nally, many  investors  during  the  past 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


two  years  have  seen  large  paper  prof- 
its melt  away  in  a  bear  market,  and 
they  are  resolved  that  in  the  future 
profits  will  be  nailed  down  before  they 
manage  to  get  away. 

Where  the  outlook  is  reasonably 
clear  and  the  price  still  realistic,  it 
does  not  seem  necessary  to  take  prof- 
its. I'm  thinking,  for  instance,  of  stocks 
like  Arvin  Industries,  Federal  Nation- 
al Mortgage,  General  Motors,  Chrys- 
ler, Eaton  Yale  &  Towne,  McCulloch 
Oil,  Gulf  Oil,  Standard  Oil  of  New 
Jersey  and  Standard  Oil  of  California. 
On  the  other  hand,  profits  in  things 
like  Global  Marine,  Kentucky  Fried 
Chicken,  Memorex,  Skyline  and  Fleet- 
wood might  be  tempting. 

Things  To  Come 

I'm  sticking  to  the  same  broad  pat- 
tern of  probability:  some  decline  from 
the  recent  high  in  the  averages;  sup- 
port somewhere  above  700  on  a  set- 
back; no  test  of  the  old  May  bear 
market  lows,  and  probably  800  or  bet- 
ter in  the  DJI  before  the  end  of  the 
year.  I  would  guess  that  November 
will  be  a  better  month  than  October, 
and  that  December  will  be  a  better 
month  than  November. 

Some  people  are  saying  there  will 


be  more  tax  selling  this  year  than  in 
a  long  time.  I  agree.  It  has  been  my 
experience,  however,  that  most  peo- 
ple who  sell  to  record  a  loss  for  tax 
purposes  buy  something  else  with  the 
money  immediately.  This  has  the  ef- 
fect of  neutralizing  the  influence  of 
tax  selling  on  the  general  price  level. 

Since  the  first  of  June,  the  clients 
of  investment  houses  have  been  mak- 
ing money  again.  That's  something 
new,  as  the  stock  market  for  the  two 
years  ended  with  May  was  the  best 
place  in  the  world  to  lose  money. 
When  investors  make  money  they  feel 
better,  and  optimism  replaces  pessi- 
mism. The  NYSE  claims  that  there 
are  about  30  million  individual  inves- 
tors now.  When  only  a  few  of  them 
come  back,  it  is  possible  for  the  bro- 
kers to  do  20  million  shares  on  the 
NYSE  and  7  million  shares  on  the 
ASE,  as  they  did  recently.  That  makes 
the  brokers  feel  better  too! 

The  General  Motors  strike  is  still  in 
progress  as  this  is  written,  with  little 
visible  prospect  of  an  early  settle- 
ment. Most  people  don't  absorb  the 
fact  that  GM  is  a  big  part  of  the  whole 
economy.  The  company's  sales  in  this 
country  are  about  $20  billion  a  year, 
and  it  makes  about  50%  of  the  auto- 
mobiles sold.  Obviously  this  strike,  if 
it  lasts  much  longer,  will  have  an  ef- 
fect on  such  things  as  the  gross  na- 
tional product,  the  index  of  produc- 
tion and  the  1970  profits  per  share  of 
many  companies  that  provide  GM 
with  parts,  as  well  as  the  profits  of  the 
company  itself.  The  strike  is  not  the 
boon  to  Ford  and  Chrysler  that  some 
people  surmise.  When  the  automotive 
strike    is    over,    however,    it    should 
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AS  THEY  ALL  ARE 


not  one  of  these  stocks  should  be  held  or  bought  or  sold 


i  General  Motors 
American  Telephone 
Pan  American  Airways 
McDonnell-Douglas 


I  Union  Carbide 
Standard  Oil  of  N.J. 
General  Electric 
U.  S.  Steel 


nor  should  any  one  of  the  other  1400  stocks 
under  weekly  evaluation  by  Value  Line 


until  you  check  Value  Line's  objec- 
tive determinations  of  what  relative 
price  changes  you  can  reasonably 
expect  of  each  — and  when. 

Value  Line's  70  research  specialists  de- 
vote their  full  time  and  energy  to  these 
questions.  Every  week  they  classify  all 
the  stocks  covered  the  year  round  by 
Value  Line  into  one  of  five  groups  indi- 
cating how  they  are  likely  to  perform  in 
the  market,  relative  to  the  others,  in  the 
next  12  months. 

The  five  groups  are  designated  I  (High- 
est), II  (Above  Average),  III  (Average),  IV 
(Below  Average),  and  V  (Lowest).  When 
Value  Line  rates  a  stock  I  (Highest)  for 
probable  year-ahead  market  perform- 
ance, it  means  simply  that  this  stock  is 
one  of  the  group  that  will  probably  go  up 
most  in  a  rising  market  or  down  least  in 
a  falling  market,  relative  to  the  stocks  in 
the  other  four  groups;  II  (Above  Average) 
stocks  will  do  better  than  III  (Average), 

III  better  than  IV  (Below  Average),  and 

IV  better  than  V  (Lowest). 

And  for  the  next  three  to  five  years,  the 
same  determinations,  from  I  down  to  V. 
And  for  dividend  income  in  the  next  12 
months,  the  same  ratings,  from  I  (High- 
est) down  to  V  (Lowest). 

NOTE:  Not  every  one  of  the  more  than 
1400  stocks  will  perform  in  the  market 
in  accordance  with  its  ratings.  But  such 
a  large  percentage  have  in  the  past,  for 


reasons  that  are  logical,  that  you  owe  it 
to  yourself  to  check  every  stock  that 
you  now  hold  or  are  thinking  of  buying 
or  selling  with  Value  Line's  objective  de- 
terminations of  probability. 

THE  COUPON  will  bring  you  for  the  term 
you  check— one  year  for  $167,  3  months 
for  $44,  or  4  weeks  for  $5— the  complete 
weekly  editions  of  The  Value  Line  Invest- 
ment Survey.  Each  edition  consists  of 
full-page  reports  and  ratings  on  about 
100  stocks,  the  24-page  Weekly  Summary 
of  Advices  &  Index,  and  the  8-page  Selec- 
tion &  Opinion  section... plus  the  month- 
ly Special  Report  on  insider  transactions 
and  quarterly  Special  Report  on  mutual 
fund  transactions,  as  issued. 

BONUS  •  With  the  annual  or  three-month 
subscription,  Value  Line  will  ship  to  you 
immediately  the  2-volume  Investors  Ref- 
erence Library  which,  will  give  you  the 
latest  reports  on  all  stocks  that  have 
been  published  prior  to  your  subscrip- 
tion. During  the  subscription  period  all 
1400  reports  will  be  updated. 

MONEY-BACK  GUARANTEE:    If  you   are 

dissatisfied  with  Value  Line  for  any  rea- 
son, return  the  material  within  30  days 
for  a  full  and  prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who  have 
had  such  a  4-week  subscription  within  the 
past  six  months. 


□   ONEYEAR-$167 
(52  EDITIONS) 


□    3-MONTH  TRIAL- $44 
(13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—  as  a  bonus  — the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the  13 
weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  (Valid  until  October  31,  1970)  □  Bill  me 
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give    the    economy    a    little    bounce. 

It  is  a  time-worn  adage,  and  usual- 
ly a  pretty  good  one,  that  stocks  or  a 
stock  should  not  be  sold  during  a 
strike;  and  I  would  much  prefer  to 
buy  General  Motors  (72)  on  weak- 
ness rather  than  to  sell  it  on  strength. 
I  can't  help  thinking  that,  if  the  strike 
lasts  much  longer,  it  will  be  at  least 
a  minor  negative  factor  in  the  mar- 
ket as  a  whole. 

The  results  of  the  November  elec- 
tion should  not  be  much  of  a  market 
influence  if  the  results  are  as  expect- 
ed. The  general  expectation  appar- 
ently is  that  Congress  will  remain  in 
the  hands  of  the  Democrats,  and  that 
the  opposition  party  will  regain  some 
State  Houses,  but  not  a  majority  of 
the  governors.  If  the  Republicans 
should  gain  control  of  the  Senate,  and 
there  is  an  outside  chance  that  they 
can,  The  Street's  conservative  preju- 
dices would  make  the  election  a  tem- 
porarily bullish  factor. 

Brief  Comments 

Steel  shares  could  easily  be  a  good 
trading  purchase  when  the  poor  re- 
ports for  the  third  quarter  are  pub- 
lished. This  industry  should  do  better 
in  the  first  quarter  of  next  year. 
Armco  Steel  (21),  National  Steel 
(39)  and  U.S.  Steel  (31)  would  be 
my  selections  for  those  who  want  a 
risk  in  steels.  .  .  .  When  the  strike  is 
settled,  I  would  expect  more  trading 
interest  in  the  motors,  and  I  favor 
Chrysler  (27)  because  of  the  econo- 
mies the  management  has  put  in  force 
and  the  leverage  in  the  stock.  ...  In 
general,  I  think  aerospace  shares  are 
uninteresting  for  those  expecting  early 
results.  The  three  which  look  best  to 
me  are  United  Aircraft  (35),  McDon- 
nell Douglas  (21)  and  North  Ameri- 
can Rockwell  (18)  in  that  order,  but 
I  am  not  enthusiastic  about  any  of 
them.  .  .  .  The  energy  shortage  bodes 
well  for  the  coal  and  natural  gas 
shares.  Some  oil  companies  will  have 
to  produce  more  fuel  oil  and  less  gaso- 
line, and  fuel  oil  normally  is  not  as 
profitable  as  gasoline.  It  is  inconsist- 
ent, however,  to  be  bearish  on  oils  if 
one  is  bullish  on  the  demand  for  ener- 
gy. ...  I  like  the  "big"  oil  companies 
such  as  Gulf  (28),  Mobil  Oil  (53), 
Standard  of  California  (which  looks 
cheap  at  around  46)  and  Standard  of 
Netv  Jersey  (67). 

I  differ  violently  with  those  pundits 
and  advisers  who  look  for  the  stock 
market  to  go  back  to  the  lows  of  last 
May.  I  think  the  bear  market  is  over 
and  is  history.  That,  however,  does 
not  rule  out  the  possibility  of  a  re- 
tracement  of  one-third  to  one-half  of 
the  gross  advance  of  150  DJI  points 
from  the  lows  of  May  26  to  the  highs 
of  Sept.  8.   ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Investors:  Think  Major  Uptrend 


More  and  more,  the  accumulation  of 
evidence  during  the  past  three  months 
has  tended  to  support  the  thesis  that 
the  major  trend  of  common  stock 
prices  first  turned  from  down  to  flat 
in  June-July  and  then  from  flat  to  up 
in  August.  In  other  words,  the  bear 
market  ended  on  May  26,  with  the 
Dow  Jones  industrials  hitting  bottom 
at  627.46. 

As  is  usual  early  in  a  broad  new 
trend,  the  evidence  which  this  col- 
umn has  been  tracking  carefully  was 
predominantly  technical  in  character. 
On  the  "fundamental"  side,  all  we 
have  are  some  preliminary  indications 
that  the  1969-70  slowdown  is  leveling 
off  and  an  emerging  consensus  that 
the  economy  should  be  moving  toward 
a  normal  rate  of  "real"  growth  in  1971. 

Meanwhile,  the  tangible  key  ele- 
ments on  the  technical  side  were  a 
massive  buildup  of  liquidity  and  sur- 
plus busing  power  among  institution- 
al and  noninstitutional  investors  alike, 
the  result  of  typically  belated  net  stock 
sales  and/ or  cash  hoarding;  and  a  no- 
less-significant  buildup  of  liquidity 
within  the  banking  system,  the  con- 
sequence of  the  Federal  Reserve's 
continuing  deliberate  push  toward 
easier  money  and  credit. 

Impetus  for  Rising  Prices 

More  specifically,  the  mutual  funds 
entered  September  with  collective  re- 
serves of  cash  and  equivalents  equal 
to  11.3%  of  their  total  net  assets,  all 
but  nominally  lower  than  July's  record 
11.8%,  while  the  ratio  of  fund  stock 
redemptions  to  average  net  assets  for 
the  past  12  months  declined  from 
7.2%  for  July  to  6.4%  for  August,  the 
lowest  in  almost  three  years.  In  my 
opinion,  the  spread  between  the  two 
ratios  suggests  that  the  funds'  effec- 
tive surplus  buying  power,  going  into 
September,  may  have  approximated 
$2  billion,  or  almost  twice  the  maxi- 
mum ever  spent  collectively  by  these 
institutions  for  net  stock  purchases 
during  any  calendar  quarter  on 
record.  Considering  that  the  funds' 
inflow  of  new  cash  from  the  net  sale 
of  new  shares  to  investors  has  lately 
been  running  at  over  $400  million 
quarterly,  this  surplus  is  not  likely  to 
shrink  much  in  a  hurry  and  so  could 

Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
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be  expected  to  function  as  a  major 
potential  source  of  demand  for  com- 
mon stocks  over  many  months  to  come. 

Individual  investors,  who,  as  a 
group,  have  been  net  sellers  of  stock 
for  years,  also  seem  to  have  accumu- 
lated great  quantities  of  surplus  cash. 
During  the  first  half  of  1970,  individ- 
uals added  over  $9  billion  to  their 
savings  accounts  (vs.  only  $1.9  bil- 
lion in  last  year's  second  half),  after 
investing  a  huge  $5.9  billion  in  cor- 
porate bonds  (against  $2.7  billion  in 
the  preceding  six  months) . 

These  trends  suggest  that  private 
investors  can  spend  more  for  goods 
and  services  and  still  continue  to 
pour  money  into  the  mutual  funds 
without  greatly  stepping  up  their  now 
customary  net  liquidation  of  other 
equity  securities  (even  without  liqui- 
dating any  substantial  portion  of  their 
newly  acquired  bond  holdings).  In 
other  words,  it  seems  again  possible 
to  envisage  a  growing  excess  of  the 
institutional  demand  for  common 
stocks  over  the  noninstitutional  sup- 
ply. Under  such  conditions,  the  over- 
all stock  price  level  could  advance 
even  though  additions  to  the  supply 
of  stocks  from  corporations'  new  equi- 
ty capital  might  remain  heavy. 

No  less  important,  there  seems  to 
be  no  valid  reason  for  expecting  an 
early  shift  toward  tightening  in  the 
general  background  of  money  and 
credit,  so  vital  for  the  stock  market's 
overall  technical  health.  Growth  in  the 
narrowly  defined  money  supply  (de- 
mand deposits  plus  currency)  has  pro- 
ceeded at  a  favorable,  though  far  from 
excessive,  annual  rate  of  about  6.5% 
over  the  past  six  months  and  at  a  rela- 
tively conservative  rate  near  4%  since 
early  this  year.  The  much  steeper 
growth  rates  of  the  money  supply  (in- 
cluding time  deposits)  reflect  mainly 
a  rapid  return  flow  of  lendable  funds 
into  the  banking  system  from  other 
areas  of  the  money  market,  not  an  un- 
due expansion  of  overall  credit,  and 
so  should  not  call  for  a  reversal  of  the 
Fed's  supportive  policy. 

These  very  basic  considerations,  I 
.  think,  provide  ample  grounds  for  tak- 
ing the  new  major  uptrend  at  full 
face  value,  for  assuming  that  DJI  re- 
actions will  not  exceed  three-eighths 
to  one-half  of  prior  gains  in  the  visi- 
ble future.   ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Favorable  Signs 


When  the  stock  market  becomes  im- 
pervious to  bad  news  and  responsive 
to  good  news,  we  have  what  I  be- 
lieve to  be  one  of  the  strongest  indi- 
cations that  the  bear  market  has  end- 
ed. We  had  a  lot  of  bad  news  last 
month:  Three  airplanes  were  hijacked 
and  blown  up,  with  the  passengers 
held  as  hostages  for  blackmail.  A  civil 
war  broke  out  in  Jordan,  potentially 
involving  not  only  the  neighboring 
countries,  Syria  and  Israel,  but  the 
U.S.S.R.  and  the  U.S.  as  well.  Presi- 
dent Nasser,  considered  a  moderate  by 
comparison  with  the  firebrands  in  oth- 
er Arab  countries,  died  suddenly  and 
left  political  question  marks.  There 
were  reports  that  the  Russians  were 
building  a  nuclear  submarine  base  in 
Cuba.  Neither  the  North  Vietnamese 
nor  the  Viet  Cong  showed  any  inclina- 
tion of  becoming  even  a  little  more 
conciliatory.  And  the  Chileans  gave  a 
majority  vote  for  president  to  an 
avowed  Marxist.  That's  enough  to  set 
anyone's  teeth  on  edge.  Yet  the  Amer- 
ican stock  market  barely  shuddered. 
It  shrugged  it  off. 

The  news  at  home  wasn't  any  bet- 
ter. The  UAW  called  a  strike  against 
General  Motors.  God  only  knows  how 
long  it  will  last,  and  how  much  dam- 
age it  will  cause.  Business  statistics 
are  largely  negative,  particularly  with 
the  so-called  leading  indicators  turn- 
ing down  once  again.  The  unemploy- 
ment rate  rose  to  the  highest  level  in 
seven  years.  Numerous  major  corpo- 
rations warned  that  their  third-quar- 
ter profits  would  be  worse  than  had 
been  anticipated,  and  the  number  of 
dividend  cuts  or  omissions  has  risen  to 
the  highest  level  in  years.  Yet  the  gen- 
eral market  as  well  as  the  stocks  of  the 
companies  most  directly  affected  just 
shuddered  temporarily.  By  the  end  of 
that  bad  month  of  September,  the  S&P 
stock  averages  had  advanced  to  new 
recovery  highs. 

Too  Much  Too  Soon? 

Is  the  market  jumping  the  gun? 
Should  stock  prices  go  up  when  prof- 
its are  still  going  down  and  confi- 
dence-inspiring business  news  is  con- 
spicuously absent?  Isn't  it  premature 
for  the  more  speculative  stocks,  in- 
cluding some  of  the  favorites  of  1968- 

Mt  Biel  is  ■  senior  vice  president  of  the  New  York 
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69,  to  come  back  so  strongly  and  so 
prominently?  My  answer  to  these 
questions  is  NO. 

Remember,  the  market  began  to  slip 
last  year  when  the  economy  was  still 
expanding  and  corporate  profits  were 
still  rising.  Wall  Street,  in  its  collective 
wisdom,  does  indeed  anticipate  the 
future.  The  tight  monetary  policy  of 
1969  was  more  fearsome  than  almost 
anything  else.  Gross  speculative  ex- 
cesses also  had  to  be  corrected.  It  is, 
therefore,  not  at  all  illogical  for  the 
market  to  change  direction  well  before 
the  reasons  for  the  turn  are  obvious 
for  all  to  see.  For  some  months  it 
had  become  increasingly  evident  that 
the  Federal  Reserve,  now  under  the 
guidance  of  Arthur  Burns,  a  most  as- 
tute political  economist,  would  use  ev- 
ery possible  means  of  monetary  policy 
to  prevent  a  snowballing  of  the  re- 
cession. Credit  is  loosening  up  and  in- 
terest rates  are  coming  down.  There 
will  be  no  depression. 

The  excesses  of  the  past  bull  mar- 
ket have  been  fully  corrected,  and 
with  a  vengeance.  As  the  deflation  of 
values  took  place  more  or  less  indis- 
criminately, it  is  not  surprising,  nor 
cause  for  concern,  that  some  of  the 
unduly,  severely  battered  stocks  have 
enjoyed  a  quick  recovery.  Further- 
more, a  painful  short  squeeze  may 
have  been  responsible  for  some  of  the 
more  spectacular  advances. 

I  think  we  have  sufficient  evidence 
to  conclude  that  the  major  market 
trend  has  turned  up.  However,  just  as 
a  bear  market  is  interrupted  by  oc- 
casional rallies,  a  bull  market  also  has 
its  reverses.  Such  setbacks  should  be 
welcomed  and  used  to  complete  the 
reinvestment  program. 

Although  Westinghoiise  Electrics 
earnings  this  year  will  fall  short  of 
earlier  expectations  of  close  to  $4  a 
share,  which  would  have  been  an  all- 
time  record,  it  will  still  be  a  respecta- 
ble showing  for  a  recession  year.  With 
the  utility  industry  in  desperate  need 
for  more  electric  capacity,  Westing- 
house,  as  a  leading  manufacturer  of 
such  equipment  and  of  nuclear  power 
plants,  can  look  forward  to  a  long  pe- 
riod of  a  high  level  of  operations  in 
these  fields.  As  the  general  economy 
resumes  its  growth,  other  divi- 
sions, particularly  consumer  products, 
should  also  show  good  gains.  The  re- 
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cent  sale  of  S200-million  debentures 
^186  greatly  strengthened  the  balance 
sheet,  and  there  should  be  no  need  for 
iny  equity  financing.  Westinghouse  is 
i  soljd  investment.  It  caused  little  sor- 
o\v  even  during  the  past  decline  and 
t  should  do  well  in  the  year  ahead. 

I  am  intrigued  by  the  potentials  of 
Phillips  Petroleum,  which  is  promi- 
nently engaged  in  some  of  the  most 
promising  oil  drilling  ventures  in  va- 
rious parts  of  the  world,  particularly 
he  North  Sea.  The  stock  at  above  30 
s  not  cheap.  Many  other  major  oil 
equities  sell  at  a  far  lower  earnings 
multiple  than  the  indicated  17  to  18 
for  Phillips.  It  is  probable,  however, 
that  it  will  show  relatively  greater 
earnings  gains  over  the  next  several 
years  than  the  industry  as  a  whole. 
Phillips  is  suitable  for  aggressive  in- 
vestment where  income  is  a  second- 
ary objective. 

No  Swinger  Bui  .  .  . 

Most  Wall  Streeters  just  yawn  when 
you  mention  Tenneco.  It  lias  been 
selling  around  the  recent  price  of  20 

or  more  than  a  decade,  and,  despite 
ambitious   and   far-reaching   diversifi- 

ation,  earnings  have  grown  only  at  a 

nail's  pace.  This  is  not  a  stock  for  a 
swimmer,  but  if  an  investor  wants  in- 
come and  relative  stability  plus  a  good 
L-liaiice   for   some   price    appreciation, 

enneco  fills  the  bill.  The  common 
stock  sells  at  barely  ten  times  esti- 
mated 1970  earnings  and  yields  6.6%. 
An  even  higher  return  can  be  obtained 
via  the  $5.50  preference  stock  which 
is  convertible  into  3.64  common 
shares.  At  75,  this  stock  yields  7.3% 
and  sells  at  only  a  slight  premium 
above  conversion  parity.  Its  1969  hiidi 
was  115)*,  just  about  in  line  with  the 
high  of  31S  for  the  common. 

Few  companies  can  boast  of  a  bet- 
ter record  of  annual  earnings  and  divi- 
dend increases  than  Winn-Dixie  Stores 
(32),  which  operates  a  chain  of  some 
800  food  markets  in  Florida  and  other 
states  in  the  South  doing  a  sales  vol- 
ume of  close  to  $1.5  billion  a  year. 
Benefiting  from  the  elimination  of  the 
surtax,  Winn-Dixie's  fiscal  first-quarter 
earnings  jumped  from  41  cents  to 
48  cents  a  share,  and  results  for  the 
full  fiscal  year  are  almost  certain  to 
reach  a  new  peak  of  around  $2.25  to 
$2.30  a  share.  Winn-Dixie  is  one  of 
the  very  few  companies  paying  month- 
ly dividends,  presently  14  cents  for  an 
annual  rate  of  $1.68  a  share.  (Wm. 
Wrigley  is  another  one. )  Payments  will 
probably  be  raised  a  penny  a  month 
next  year,  lifting  the  yield  to  5.6%. 
Institutional  investors  don't  go  for 
Winn-Dixie,  holding  only  88,000  of 
the  12.6  million  outstanding  shares, 
but  widows,  orphans  and  other  con- 
servative investors  seem  to  love  it.  ■ 


WHICH  2 


(no  broker  fee) 

are  REBOUNDING  SHARPLY? 

Are  you  going  up  with  them? 

AGGRESSIVE 
GROWTH  FUNDS 

REPORT' 

Get  this  exciting,  new  special  feature  report 

"Rebound  Power" 

listing  24  selected  mutual  funds. 
See  how  they  have  clearly  established 
the  sharpest  rebounds  of  this  market. 

If  you're  a  "bottom  of  the  market  buyer" 
you  must  read  this  month's  AGF  Report 

SPECIAL  $1.  OFFER 

■  Most  attractive  funds 


Supervised  list 
No  Load/Low  Load  funds 
Aggressive  Fund  Appraisal 
Buy/Sell  Recommendations 
Yours  for  just  $1. 


Chas. H.Thomas, Inc., Dept.  F-42-0 
P.O.  Box  667 
Los  Altos,  Calif.  94022 
Gentlemen    I  enclose  $1.  Please 
send  current  AGFR  Report  plus 
survey  of  NO-LOAD  FUNDS 

Name 


Address. 
City 


State. 


.Z'P. 


RATING    264 

WARRANTS 

as  to  relative  attractiveness,  with  current 
"Best  Buys";  Plus  full  statistical  informa- 
tion on  all  264  Warrants;  Plus  a  compre- 
hensive description  of  what  Warrants  are, 
how  they  operate,  and  how  potentially  large- 
scale  opportunities  are  developing  for  profits 
with  Warrants.  Includes  important  analyses 
of  the  A.T.  &  T.  Warrants  and  the  new 
Mobil  Oil  Warrants.  All  as  an  introductory 
package  from  one  of  the  oldest  and  most 
widely-respected  Warrant  services  (since 
1952).  To  avoid  future  missed  opportunities, 
send  $3  to  Warrants,  Dept.  F-810,  R.H.M. 
Associates,  220  Fifth  Ave.,  New  York,  N.Y. 
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If  Oscars  Were 
Given  For  The  Best 
Business  Opportunities 
In  America 

The  odds  are  a  certain  Colo- 
rado based  firm  would  win 
hands  down.  You'll  be  con- 
vinced of  this  when  you 
read  "Sew  Roads  to  Opportunity  and  Wealth" 
booklet. 

It  is  of  special  interest  to  those  who  are  ham- 
strung by  lack  of  opportunity.  If  you'd  like  to  be 
the  "boss"  as  an  independent  associate  and  have 
a  modest  amount  to  invest,  there  may  be  a  great 
opportunity  for  you  with  this  organization  should 
you  qualify.  It  deals  with  a  service  that  com- 
mands the  field.  Its  dominance  is  unquestioned, 
undisputed,  absolute.  A  free  copy  of  the  booklet 
will  be  rushed  to  you  on  request. 
(g)     S.A.I.  International.  Inc.  P.  O.  Box  22458 

Dept.  G  6     Denver,  Colo.  80222      303-767-5500 
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STOCK  TRENDS 

By  Myron  Simons 


Plain  Jane  Vs.  Marilyn  Monroe 


Which  of  the  two  stocks  below  should 
command  the  highest  price/ earnings 
ratio?  Logically,  the  answer  should  be 
Company  B,  of  course;  it  has  a  better 
growth  picture. 


5-Year  Estimated 

Compounded         Growth  for 
Growth  Rate  This  Year 


Company  A 
Company  B 


10.8O/o 

12.5 


5.6% 
6.0 


But  that's  the  throng  answer.  Com- 
pany A  in  this  case  is  Minnesota  Min- 
ing, which  recently  sold  at  26  times 
earnings.  Company  B  is  Continental 
Can,  which  sold  at  12.9  times  last 
year's  earnings.  In  contradiction  to  or- 
dinary logic,  or  at  least  to  simple  Aris- 
totelian logic,  the  slower  growing 
company  has  the  bigger  P/E  ratio. 
This  is  not  an  isolated  situation.  It  is 
how  things  work  in  the  stock  market. 

Why  should  this  be  so?  For  the 
same  reason  that  Marilyn  Monroe  was 
for  so  many  years  America's  love  god- 
dess. Feature  by  feature,  there  were 
thousands  of  women  who  were  much 
more  beautiful.  But  La  Monroe  had 
sex  appeal,  an  air  of  excitement.  It's 
no  accident  then  that  we  call  certain 
stocks  glamour  stocks;  like  Marilyn, 
they  excite  people. 

Each  time  the  market  has  a  terri- 
ble fall,  Wall  Street's  sobersides  pre- 
dict that  all  this  will  change.  That  as- 
sets, stability,  financial  strength  will 
henceforth  be  what  count.  That  the 
growth  stocks  will  lose  their  glamour. 

It  never  has  happened,  and  it  won't 
happen  this  time.  This  year's  glamour 
stocks  may  not  be  the  same  as  last 
year's,  but  this  year,  as  in  every  other 
year,  some  companies  will  have  glam- 
our and  some  will  not. 

Unrecognized  Glamour 

Here  are  some  examples  of  how  il- 
logical the  whole  thing  is.  According 
to  Standard  &  Poor's  statistics,  the  of- 
fice and  business  equipment  group  in 
the  month  of  July  was  selling  at  27.6 
times  forecasted  1970  earnings— which 
were  expected  to  be  about  4.7%  high- 
er than  1969's.  Drugs,  with  earnings 
expected  to  be  up  11.3'/,  were  selling 
a  little  lower— at  22.4  times  expected 
earnings.  Drugs  and  office  equipment 
have  glamour. 

Mr.  Simons  is  •  partner  with  the  NYSE  firm  ot 
F.I.  duPont.  Glore  Forgan  t  Co 
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The  distillers  group,  on  the  other 
hand,  was  selling  at  13.5  times  earn- 
ings, even  though  earnings  were  ex- 
pected to  be  up  8.7%.  Real  estate  com- 
panies, with  earnings  projected  to  be 
almost  20%  ahead  of  last  year,  were 
selling  at  only  11.2  times  earnings. 
With  so  large  a  divergence,  it's  easy 
to  see  that  it's  almost  as  rare  for  a 
company  to  escape  from  the  charac- 
teristics of  its  group  multiple  as  it 
was  during  the  Middle  Ages  for  a 
peasant  to  become  a  nobleman.  A 
Plain  Jane  is  a  Plain  Jane.  A  Marilyn 
Monroe  is  a  Marilyn  Monroe. 

In  this  column,  I'm  going  to  talk 
about  three  ways  to  look  for  stocks 
—ways  that  accept  this  stock  mar- 
ket logic. 

The  first  is  to  search  for  stocks  that 
sell  at  lower  price/ earnings  multiples 
than  that  typical  for  their  industry 
groups.  Stocks  with  unrecognized 
glamour,  you  might  say.  How  do  you 
find  them?  By  looking  for  companies 
in  glamour  industries  selling  below 
the  group  multiple.  If  their  expecta- 
tions are  as  good  as  those  of  other 
companies  in  the  group,  then  they  are 
likely  to  be  good  buys. 

Richardson-Merrell  in  the  drug 
group  seems  to  fit  the  bill.  Earnings 
for  the  coming  fiscal  year,  which  ends 
June  30,  1971,  are  expected  to  be  $3, 
up  a  satisfactory  11%  from  the  $2.70 
expected  but  not  yet  reported  for  the 
year  just  ended  June  30.  The  stock  at 
55  sells  for  18  times  these  anticipat- 
ed earnings,  well  below  many  of  the 
other  stocks  in  the  drug  group.  The 
company  sells  a  well-rounded  line  of 
both  brand-name  and  ethical  prod- 
ucts, and  the  lower  multiple  does  not 
seem  warranted. 

Sperry  Rand  is  hard  to  put  into  a 
group  because  it  is  so  widely  diversi- 
fied, but  it  has  a  large  stake  in  the  of- 
fice equipment,  electronics  and  com- 
puter areas.  Earnings  for  the  year  to 
end  Mar.  31,  1971  ate  expected  to  be 
about  $2.40.  At  26,  about  11  times 
this  estimate,  the  stock  sells  well  be- 
low the  typical  multiple  for  the  office 
equipment  group. 

Another  place  to  look  for  unrecog- 
nized glamour  is  in  whole  industries 
whose  glamour  status  may  be  about 
to  change.  Remember,  groups  them- 
selves don't  always  stay  at  the  same 
multiples.  Take  the  aluminums,  which 


once  sold  far  above  the  Dow  Jones 
industrial  average  multiples  and  now 
sell  well  below.  So  let's  look  for  indus- 
trial groups  that  have  a  good  chance 
of  selling  higher,  and  then  let's  find 
good  values  in  that  group. 

Housing  is  such  a  group;  it  seems 
to  hold  outstanding  promise  right 
now.  The  Government  is  trying  to  find 
ways  to  satisfy  the  demand  for  more 
living  space.  There's  little  question 
that  this  is  one  of  the  most  pressing 
"  domestic  issues. 

Sherwin-Williams  is  the  leading 
paint  manufacturer  in  the  country.  It 
will  close  out  its  August  1970  fiscal 
year  with  disappointing  earnings  of  a 
little  over  $2.  But  a  pickup  in  sales  is 
already  in  progress  and  the  company's 
capital  expansion  program  should  be- 
gin to  bear  fruit.  Earnings  could  re- 
cover to  $3.15-$3.20  for  fiscal  1971. 
The  stock,  at  36,  could  benefit  from 
both  its  own  turnaround  in  earnings 
and  improving  prospects  for  the  hous- 
ing industry. 

Making  a  Comeback 

The  third  plan  to  find  unrecog- 
nized glamour  is  among  former  glam- 
our stocks  that  have  a  good  chance 
of  making  a  comeback;  like  a  movie 
queen  who  may  be  temporarily  out  of 
favor  due  to  one  bad  picture. 

Johnson  Service  (27%)  is  a  leading 
supplier  of  environmental  control  sys- 
tems for  educational  buildings,  indus- 
trial buildings,  hospitals,  offices  and 
banks.  Earnings  for  1970  are  expect- 
ed to  reach  the  $2  level,  up  from  last 
year's  $1.87.  The  stock  sells  near  the 
low  end  of  its  multiple  range  (11 
times  in  1966-67,  when  it  was  about 
to  turn  in  lower  earnings)  and  well 
below  the  17  plus  that  it  has  sold  at 
in  every  year  of  the  1960s. 

The  conglomerates  were  the  belles 
of  the  ball  back  in  1968.  In  the  re- 
cent bear  market  they  were  treated 
like  old  hags.  They  may  never  re- 
gain their  former  glory,  but  a  few  of 
them  are  pretty  enough  to  court  again. 
My  preferences  are  Gulf  &  Western 
and  Northwest  Industries.  Northwest, 
in  particular,  could  be  very  interest- 
ing if  the  current  plans  to  sell  or 
merge  its  railroad  division  materialize. 

Typically,  a  young  bull  market  is  a 
rolling  affair,  with  wavelike  move- 
ments. Stocks  and  groups  of  stocks  get 
the  center  of  the  stage  and  have  sub- 
stantial advances;  then  they  quiet 
down  and  even  retreat,  as  others  are 
discovered.  Such  markets  offer  won- 
derful opportunities  for  getting  the 
double  leverage  that  comes  from  ris- 
ing earnings  and  rising  price/  earnings 
ratios.  In  my  opinion,  the  best  place 
to  profit  from  all  this  is  not  among  the 
Plain  Janes  but  among  the  forgotten  or 
not-yet  discovered  Marilyn  Monroes.  ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Accent  On  The  Positive 


It's  easy  to  exaggerate  the  negative 
near-term  implications  of  the  General 
Motors  shutdown  and  underestimate 
constructive  long-term  implications  of 
the  reduced  prime  lending  rate. 

While  there  is  no  question  hut  that 
a  "long  General  Motors  strike  would 
have  significant  impact  on  that  com- 
pany and  its  suppliers,  history  indi- 
cates that  its  overall  impact  will  be 
minimal.  Although  automobile  output 
declined  some  50V  and  201  respec- 
tively during  the  L964  and  1967  pro- 
duction disruptions,  the  nation's  total 
industrial  production  declined  only 
modestly.  Matter  of  fact,  disposable 
income  and  personal  consumption  ex- 
penditures increased  steadily  during 
those  years.  Thus,  while  it's  basically 
true  that  a  major  work  stoppage  is 
like  a  mini  recession,  the  broad  diver- 
sification of  the  economy  provides 
counterbalancing  influence. 

Similarly,  there  is  little  question  but 
that  the  cut  in  the  prime  lending  rate 
charged  In  banks  lias  only  an  indirect 
connection  with  the  interest  rates 
charged  small  businesses,  home  bu\  - 
ers  and  consumers.  But  the  ver\  Fact 
that  mone)  is  now  less  expensive  and 
more  readily  available  will  fuel  the 
business  upturn  which  I  believe  start- 
ed during  the  summer  months.  It's  an 
important  part,  tor  example,  of  the 
more  favorable  climate  that  should 
lead  to  a  major  upturn  in  residential 
building  activity  next  year.  Further, 
by  in  effect  putting  the  lid  on  the  late 
spring  fears  of  a  liquidity  crisis,  it 
strengthens  the  background  behind 
the  revival  in  consumer  confidence. 

Just  as  it  takes  an  interplay  of 
forces  to  make  the  over-all  economic 
environment,  so  an  interplay  of  forces 
is  alvvavs  evident  within  the  market- 
place. For  example,  although  the  alu- 
minum industry  currently  represents 
what  might  be  termed  a  problem  area, 
all  of  the  companies  in  the  energy 
business  enjoy  an  extremely  favorable 
supply-demand  outlook.  It's  my  under- 
standing that  the  natural  gas  pipeline 
transmission  companies  aren't  taking 
additional  customers,  and  distributors 
in  some  cases  have  been  forced  to  ra- 
tion supplies.  While  the  full  weight  of 
the  problem  brought  about  by  increas- 
ing demand  and  limited  supplies  may 

Mr  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 
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not  be  witnessed  until  next  winter, 
there  is  currently  one  overriding  con- 
sideration :  Previous  rate-of-return 
ceilings  have  been  lifted  and  there  is  a 
new  and  more  liberal  regulatory  en- 
vironment. My  particular  favorite  is 
Texas  Eastern  Transmission  (around 
37,  paving  $1.40),  a  company  which 
provides  energy  in  several  forms  to 
most  of  the  major  consuming  areas  of 
the  country,  and  has  extensive  inter- 
ests in  several  foreign  countries. 

Bright  Future 

In  Europe,  the  tight  oil  supply-de- 
mand situation  which  has  resulted  in 
sharply  higher  product  prices  than  a 
year  ago  stems  from  one  underlying 
consideration:  Energy  demand  has  in- 
creased faster  than  expected  in  the 
past  few  years,  with  the  result  that 
previously  excess  refining  capacity  has 
been  practically  all  absorbed.  Thus, 
even  if  the  recent  interruptions  to  oil 
supplies  which  aggravated  this  basi- 
cally tight  situation  are  removed, 
product  prices  should  remain  high.  All 
of  which  points  up  the  particularly 
bright  outlook  for  the  international  oil 
companies,  of  which  Royal  Dutch  Pe- 
troleum (around  47,  paying  $1.91)  is 
the  largest.  The  company  is  obtaining 
an  increasing  percentage  of  crude  oil 
needs  from  its  own  fields,  and  also  has 
a  fast-growing  natural  gas  business 
which  (with  partners)  accounted  for 
46';  of  industry  sales  in  Europe  last 
year.  I  expect  this  year's  earnings  to 
be  about  5%  better  than  the  $4.24  a 
share  reported  in  1969  (an  all-time 
record)  and  foresee  further  improve- 
ment in  1971. 

While  there  are  aspects  to  the  mar- 
ket's internal  mechanics  which  suggest 
some  misgivings,  reassuring  facts  re- 
main: 1)  If  the  price  structure  had 
been  truly  vulnerable,  the  impact  of 
the  Middle  East  crisis  would  have 
been  much  more  unsettling.  2)  The 
still  large  reservoirs  of  idle  cash  in 
professional  investment  hands  repre- 
sent a  bulwark  and  reservoir  of  poten- 
tial demand.  3)  There  is  no  direct 
correlation  between  business  and  mar- 
ket trends  when  cycles  are  changing. 
Thus,  I  believe  the  price  bias  remains 
upward,  that  reactions  will  tend  to  be 
short-lived,  that  this  is  the  time  for  in- 
terest in  the  stocks  with  a  special 
storv  for  1970  and  later.   ■ 


a** 


Growth  or  income? 
Investors  with  $25,000 
or  more  can  aim  at  either 
objective  through  our 
Investment  Selection  Service— 
another  approach  to 
investing  from 
First  National  City  Bank. 

INVESTMENT  SELECTION  SERVICE. 
FIRST   NATIONAL  CITY  BANK 


To:  Mr.  Robert  E.  Ketcham 
First  National  City  Bank 
399  Park  Avenue, 
New  York,  N.  Y.  10022 

Please  send  me  more  information  about 
Investment  Selection  Service.  I  am  mainly 
interested  in:  (check  one) 
]  long-term  growth       ]  current  income 


Name. 
Street. 
City 


State. 


-Zip. 


(Or  call  (212)  559-6009.)      F-2 


Member  Federal  Deposit  Insurance  Corporation. 
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MARKET  TRENDS 

By  Martin  T.  Sosnoff 


Everything  You  A I  ways  Wanted  To  Know 
About  Human  Speculative  Inadequacy 


Occasional  guest  columnist  Martin 
Sosnoff  in  our  July  1  issue  spoke  of  the 
new  mood  of  sobriety  on  Wall  Street 
and  asked:  "When  does  the  next 
show  start?"  Beloiv  he  answers  Jus 
own  question.  His  answer:  The  new 
icave  of  speculation  is  under  way. 

I  have  a  big  spooky  concept  that 
everyone  knows  but  is  afraid  to  men- 
tion. Now  is  the  time  to  speculate.  I 
can  feel  it  in  the  air.  Every  morning 
at  ten  the  animals  are  exploding  out 
of  their  cages  and  they  are  dancing 
like  crazy  again  on  the  ticker  tape. 
Maybe  it  won't  last,  but  I  hear  the 
music  and  it  is  telling  me  to  dance  too. 

The  time  is  now  because  anyone 
who  has  overspeculated  in  the  last 
few  years  has  been  discredited  or  de- 
stroyed. Nobody  has  much  appetite 
left  for  speculation,  so  there  is  little 
competition.  The  situation  is  like  the 
anarchy  of  the  jungle  where  the 
death  rate  of  young  lions  comes  from 
their  conflict  with  the  older  power- 
hungry  lions  and  lionesses. 

In  the  stock  market,  the  irrespon- 
sible commitment  of  buying  power 
has  been  a  natural  outcome  of  com- 
petition by  the  money  managers  who 
tried  to  bloat  themselves  with  assets 
by  outperforming  the  world.  But  dom- 
inance is  a  power  that  easily  gets  out 
of  hand  and  the  prides  of  super-per- 
forming money  managers  became  self- 
defeating  as  they  stretched  their  ter- 
ritories to  the  unfounded  and  esoteric 
ranges  of  speculative  goods.  What 
happened  was  simply  that  their  port- 
folios outran  their  comprehension  fac- 
tor. They  forgot  that  one  must  spec- 
ulate from  facts,  and  they  lost  control 
and  couldn't  unravel  the  stories  as 
fast  as  they  fell  apart. 

Cure  for  Overspeculation 

To  be  sure,  there  were  many  an- 
glicized lions  in  white  shirts.  (You 
find  them  at  mahogany  desks  in  edi- 
fices with  Corinthian  columns.)  They 
probably  believed  in  America.  That 
its  fastest  growing  companies  would 
always  run  the  four-minute  mile.  Ac- 
tually, this  breed  was  victimized  by 
the  communications  explosion.  Every- 
one grew  too  many  buttons  on  their 

A  guest  columnist,  Mr.  Sosnoff  is  a  general  partner 
of  Atalanta  Partners,  New  York. 
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phones  and  when  the  lights  lit  up, 
they  accepted  the  messages  with  the 
greatest  promises.  This  worked  beau- 
tifully when  the  business  cycle  ran 
and  ran.  Then  you  didn't  even  need  a 
money  manager.  An  answering  service 
could  have  taken  the  messages  and 
the  next  morning  you  would  have 
bought  the  sexiest  stories  and 
watched  them  unfold. 

Here  is  a  sample  cure  for  overspec- 
ulation.  Each  and  every  investment 
manager  must  put  every  cent  he  has 
in  the  fund  he  manages.  Additionally, 
his  company  would  force  him  to  lever- 
age his  capital  at  least  400%  or  up  to  a 
$l-million  commitment  through  a 
loan.  It  would  be  interesting  then  to 
see  how  many  funds  would  be  down 
25%  to  50%  in  a  bear  cycle.  As  soon  as 
the  fund  manager  was  wiped  out  he 
would  be  shifted  to  a  McDonald's 
hamburger  stand  where  he  would  re- 
main in  bonded  service  for  at  least  20 
years  or  until  he  paid  off  the  loan.  I 
think  these  arrangements  should  be 
made  with  McDonald's  by  the  regional 
security  analysts'  societies.  If  nothing 
else,  analysts  would  learn  something 
about  running  a  business.  Besides,  the 
french  fries  are  a  work  of  art. 

I  am  going  for  the  jugular  of  the 
composite  money  manager,  because 
even  if  he  is  right,  there  is  not  too 
much  money  to  be  made  his  way. 
The  coalescence  of  investment  think- 
ing into  a  pride,  and  in  fact  a  super- 
pride,  of  concepts  and  prejudices  be- 
comes a  self-destructive  force  where 
the  conditioned  response  is  overdone. 
Today,  for  example,  Wall  Street, 
pushed  by  its  coterie  of  fee-conscious 
consulting  economists,  is  stroking  the 
throat  of  the  consumer  to  bail  us  out 
of  the  recession.  A  Utopia  of  50  mil- 
lion prodigal  sons  is  right  around  the 
corner.  Everyone  will  be  buying  new 
homes  and  cars  and  any  girl  over  13 
will  have  a  closet  filled  with  midis, 
maxis  and  minis. 

The  chances  are  they  will  be  wrong 
for  next  year,  at  least.  All  you  have 
to  do  is  talk  to  anyone  who  is  on  sal- 
ary. For  the  first  time  in  ten  years, 
labor  understands  what  it  is  to  feel  in- 
secure. Pan  Am  is  laying  off  senior 
pilots,  and  executive  secretaries  are 
going  to  work  in  pants  suits,  not 
midis.  Nobody  talks  about  the  teach- 


er shortage  anymore,  because  all  the  1 1 
Ph.D.s  who  fed  at  the  research-and-  j  I 
development  trough  are  now  lining 
up  to  teach  arithmetic  at  the  little 
red  schoolhouse. 

What  is  there  to  do?  You  can,  for 
example,  buy  a  technological  harem 
for  15  times  earnings  instead  of  40 
tinjes  earnings,  if  that  is  your  plea- 
sure. It  is  an  easy  role  to  play.  If  you 
.are  a  junk  peddler  like  me,  and  look 
for  companies  selling  below  book  val- 
ue that  have  promise,  there  are  garage 
sales  all  over  the  place. 

Up  50% 

Insurance  companies  with  billion- 
dollar-asset  bases  are  ignored  despite 
sizable  premium-rate  increases  in  the 
works.  Airlines  with  billion-dollar-rev- 
enue bases  are  selling  under  book  be- 
cause everyone  thinks  they  are  near 
bankruptcy.  Many  of  the  broadcasters 
and  even  a  few  film  companies  have 
our  attention  recently,  because  all  the 
research  analysts  hate  them,  and  they 
are  selling  at  one-third  what  they 
went  for  two  years  ago.  If  we  are  right 
about  the  market  being  in  the  early 
stages  of  speculative  pollution,  these 
stocks  will  go  up  50%  before  anyone 
can  even  rationalize  the  move. 

The  field  today  is  not  for  the  boys 
with  the  foot-long  slide  rules  who  play 
the  relative  value  game.  The  market 
is  made  for  the  dreamer  who  can 
think  alone  in  his  cork-walled  room 
away  from  the  conditioned  crowd  re- 
sponse that  has  painted  the  consumer 
black  and  white.  The  market  is  made 
for  the  money  manager  who  can  de- 
velop a  fresh  point  of  view  toward 
some  big  capitalization  stocks  or  to- 
ward an  industry  where  he  can  put  a 
lot  of  money  to  work. 

Let  me  offer  some  examples  and 
raise  questions  that  should  be  asked. 
Wall  Street  has  always  been  skittish 
of  regulated  industries  where  the  rate 
of  return  is  in  question.  But  Nixon's 
commissioners  seem  more  concerned 
with  profits  than  most  managements. 
Airline  rate  increases  are  a  foregone 
conclusion  in  1971  and  natural  gas 
producers  have  a  scarce  commodity 
that's  getting  the  price  rise  it  deserves. 

Donald  Cook  of  American  Elec- 
tric Power  can  scream  about  coal 
prices  all  he  wants,  but  the  prices 
aren't  going  to  come  down.  In  fact, 
they  are  going  up  and  up.  Where  was 
he  when  the  coal  operators  crawled 
into  his  office  on  their  knees  and 
begged  for  long-term  contracts  rather 
than  the  spot  business  given  them? 
There  is  a  worldwide  British  Thermal 
Units  (BTU)  crisis  and  coal  is  going 
to  be  scarce  for  the  foreseeable  future. 
The  fears  of  price  regulation  or  strong 
export  control  for  coal  are  going  to 
prove  unfounded  and  those  stocks  are 
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Notice  of 
Increased  Dividend 

'The  board  of  directors  has 
this  day  declared  Dividend  No. 
91,  a  regular  quarterly  dividend 
of  Forty-Seven  Cents  (470)  per 
share  on  the  capital  stock  of  the 
Company,  payable  November 
16,  1970,  to  stockholders  of  rec- 
ord at  the  close  of  business 
October    15,    1970. 

This  quarterly  dividend  rep- 
resents an  increase  of  3^  per 
share  over  the  previous  rate  of 
440. 

John  Davidson,  Secretary 
September  16,  1970 
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Word  of  Mouth" 

r  new  subscribers  come  to  us  that  way  .  .  .  For 
on-peripatetic  approach  toward  capital  building, 
ng  better  income,  avail  yourself  of  these  pene- 
ig  weekly  advisory  letters.  SPECIAL  OFFER: 
eeks'  trial,  just  $2.  Clip  this  ad.  Mail  today. 
(Full  refund  if  not  pleased.) 

THE   BUCK   INVESTMENT   LETTER 

L  Box  146        Cedar  Ridge,  California  95924 
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going  to  get  the  multiples  they  de- 
serve. Metallurgical  grade  coal  is  go- 
ing to  be  scarcer  and  more  precious 
than  uranium  unless  there  is  a  world- 
wide depression  during  the  next  five 
years.  It  is  going  to  pull  residual  oil 
prices  along  with  it  and  anything  else 
connected  with  meeting  the  world- 
wide BTU  shortage. 

Oil  analysts  hate  prosperity.  Every 
time  prices  improve  they  shake  their 
heads  and  call  it  an  aberration.  But 
the  aberration  of  higher  tanker  rates 
may  last  for  years  and  become  a  way 
of  life.  Anyone  with  tanker  capacity 
coming  on  stream  the  next  few  years 
has  swallowed  a  canary  that  could 
make  him  sing  forever.  Meanwhile, 
the  European  refineries  burdened 
with  overcapacity  a  few  years  ago 
are  running  full  as  the  consumption 
rate  abroad  appears  to  have  been 
underestimated. 

We  should  stop  for  a  minute  and 
reflect  that  almost  all  the  acquisition- 
oriented  managements  turned  out  to 
be  complete  busts  in  the  Sixties,  lev- 
eraging their  balance  sheets  and  over- 
paying for  companies  they  couldn't 
upgrade.  Some  of  them  almost  bank- 
rupted themselves  doing  this  and  they 
are  now  shedding  unproductive  assets 
wherever  they  can.  For  the  company 
with  a  clean  balance  sheet,  now  is  the 
time  to  buy  cheap. 

The  New  Leaden 

There  are  some  very  stodgy  com- 
panies around  that  may  have  great- 
ness thrust  upon  them,  because  they 
are  the  only  ones  left  with  cash.  Con- 
versely, the  most  sterile  thing  to  do 
with  money  now  is  to  invest  it  in  well- 
managed  companies  that  are  leaders 
in  their  fields  and  have  enjoyed  very 
fancy  profit  margins  during  this  cycle. 
These  companies  have  nowhere  to  go: 
They  can  continue  to  grow  as  they 
have  or  they  can  disappoint  you,  but 
they  cannot  surprise  on  the  up  side. 

The  next  cycle  belongs  to  the  un- 
derachiever  of  the  past  cycle,  for  the 
industry  that  had  its  profit  margins 
collapse  may  come  back.  Manage- 
ments who  were  more  concerned  with 
share  of  market  than  profits  in  the 
Sixties  have  been  fired.  Stocks  that  are 
selling  like  old  shoes  may  be  the  con- 
cept stocks  of  the  Seventies,  if  only 
because  their  profit  margins  are  way 
below  trend.  All  you  have  to  do  is  ask 
some  simple  questions.  Is  the  collec- 
tive wisdom  of  The  Street  adumbrat- 
ing good  or  bad  vibrations  towards 
these  properties?  Is  what  everyone 
likes  now  worth  buying?  If  not,  every- 
thing-else  should  be  studied  with  care. 

After  all,  the  stock  market  is  wait- 
ing for  you  to  prove  what  kind  of  a 
lion  you  are.  By  now,  Pussycat,  you 
should  know.   ■ 


William  Blair  &  Company 

is  investment  adviser  to 


Growth  industry  Shares 


Dividend 

on 

common 

shares 

The  Board  of  Directors 
of  Columbus  and 
Southern  Ohio  Electric 
Company,  on  Septem- 
ber 3,  1970,  declared  a 
dividend  of  forty-four 
cents  (44t)  per  share 
on  the  outstanding 
Common  Shares  of  the 
Corporation,  payable 
on  October  9,  1970  to 
shareholders  of  record 
at  the  close  of  business 
on  September  25,  1970. 
G.  C.  SHAFER 
Secretary 

COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 
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WALL  STREET  VIEW 

By  Walter  Mintz 


Questions  For  1971 


One  of  the  many  Wall  Street  shib- 
boleths that  has  died  a  horrible  death 
is  the  notion  that  inflation  is  good  for 
stocks.  Far  from  being  good  for  stocks, 
inflation  was  the  underlying  cause  of 
the  1969-70  debacle,  and  the  market 
did  not  regain  its  footing  until  there 
was  a  widespread  conviction  that  in- 
flation would  at  least  be  temporarily 
slowed.  This  behavior  of  the  market  is 
consistent  with  past  performance  both 
here  and  abroad.  At  least  in  the  years 
following  World  War  II,  strong  infla- 
tion has  generally  led  to  weak  stock 
markets.  The  record  shows  that  stock 
markets  usually  perform  best  when  in- 
flation is  held  to  modest  proportions. 
Stocks  have  been  a  good  inflation 
hedge  when  held  for  a  period  of  many 
years,  but  in  the  shorter  term,  accel- 
erated inflation  has  proved  dangerous 
to  the  market. 

Accordingly,  one  of  the  most  criti- 
cal questions  confronting  the  market 
now  is  this:  Is  the  recent  decline  in 
the  rate  of  inflation  merely  a  lull  that 
will  last  only  about  as  long  as  busi- 
ness conditions  are  slack,  or  can  we 
look  forward  to  a  protracted  period  of 
normal  economic  growth  unaccompa- 
nied by  sharp  increases  in  the  prices 
of  goods  and  services? 

Since  economists  on  Wall  Street 
and  in  Washington  have  had  little  suc- 
cess in  making  accurate  precise  fore- 
casts recently,  I  believe  that  firm  pro- 
jections of  price  movements  in  1971 
should  be  regarded  with  skepticism. 
As  against  the  euphoric  atmosphere 
which  has  recently  prevailed  in  Wall 
Street,  the  possibility  of  an  early  re- 
vival of  strong  inflation  is  worth  con- 
sidering. For  if  inflation  speeds  up 
again,  the  stock  market  could  disap- 
point the  euphoric  bulls. 

Prices  on  the  Rise  Again 

This  is  particularly  true  since  there 
is  no  clear  evidence  that  the  rate  of 
wage  increases  is  slowing  down. 
Transportation,  energy  and  fuel  costs 
are  almost  bound  to  rise  in  the  months 
ahead.  There  are  also  good  grounds 
for  expecting  important  price  in- 
creases in  the  chemical,  paper  and 
other  industries  where  the  rate  of  ca- 
pacity expansion  is  likely  to  be  slower 
than  increases  in  demand.  Excessive 

A  guest  columnist,  Mr.  Mintz  is  i  partner  of  Cumber- 
land Associates,  New  York,  N.Y. 
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optimism  by  businessmen,  which 
helped  to  fuel  the  inflation  of  the  last 
few  years,  has  been  dampened.  But 
the  optimism  still  lurks  just  below  the 
surface.  It  may  not  take  much  of  an 
improvement  in  business  conditions  to 
revive  inflationary  expectations  in  cor- 
porate boardrooms. 

In  short,  it  is  at  least  conceivable 
that  after  a  few  months  of  industrial 
recovery  (which  is  getting  under  way 
now)  we  may  again  witness  rapid 
price  increases.  There  would  quickly 
follow  credit  stringency,  a  reversal  of 
the  current  downtrend  of  the  interest 
rates  and  a  subnormal  rate  of  econom- 
ic growth.  Moreover,  there  is  also  a 
good  chance  that  this  country's  bal- 
ance-of-payment  problems  may  get 
worse,  and  this  too  could  lead  to 
greater  credit  restraints. 

To  be  sure,  it  seems  unlikely  that 
Federal  Reserve  policy  will  be  as  re- 
strictive next  year  as  it  was  in  early 
1970.  Still,  it  may  be  severe  enough  to 
invalidate  the  optimistic  projections  of 
the  more  exuberant  bulls.  Washing- 
ton's economic  policy  makers  are  not 
likely  to  be  reluctant  to  restrain  infla- 
tion in  1971  if  that  turns  out  to  be 
necessary  in  order  to  lay  the  ground- 
work for  full-fledged  prosperity  in 
1972.  The  latter,  being  a  Presidential 
year,  is  more  important  to  the  party 
in  power  than  1971  with  no  national 
or  statewide  elections. 

We  will  have  a  clearer  idea  of  how 
these  forces  will  work  out  once  the 
business  recovery  has  been  under  way 
for  a  little  while.  In  the  meantime, 
investors  would  do  well  to  operate  on 
the  assumption  that  coiporate  profits 
next  year  will  be  good  enough  to  pre- 
vent another  serious  decline  in  the 
market,  but— and  this  is  a  big  but— 
neither  profits  nor  monetary  conditions 
will  be  so  favorable  as  to  justify  a  big 
improvement  in  the  price/  earnings  ra- 
tio of  the  average  stock.  Furthermore, 
for  the  time  being,  it  seems  reason- 
able to  assume  that  we  will  have  a 
much  more  selective  market  in  the 
months  ahead  than  we  did  in  the  first 
nine  months  of  1970,  when  just  about 
every  issue  went  down  until  May,  and 
almost  everything  went  up  thereafter. 

As  a  very  general  rule,  the  issues 
that  are  likely  to  be  among  the  best 
performers  in  the  months  ahead  are 
those  now  selling  at  low  multiples  of 


conservatively  estimated  19,71  ea> 
ings.  More  specifically,  the  consun 
goods  and  retailing  sectors  of  the  m 
ket  offer  many  attractive  opportu 
ties.  With  incomes  continuing  to  r 
and  savings  abnormally  high,  the  o 
look  for  consumer  spending  in  19 
is  promising.  Meanwhile,  many  of  ) 
stocks  of  consumer-goods  manuf; 
hirers  and  store  chains  are  selling 
low  multiples  of  the  earnings  that  r. 
reasonably  be  expected  next  year. '., 
deed  some  of  these  stocks  are  selli 
at  very  low  prices  in  relation  to  t 
year's  profits. 

For  example,  despite  depressed  a 
dirions  in  the  textile  and  apparel  1 
dustries,  a  number  of  soft-goods  co 
panies  have  managed  to  maintain  i 
increase  their  earnings  in  1970  and  il 
well  positioned  to  score  substanli 
earnings  gains  next  year.  Yet  somei 
these  issues  are  selling  at  ten 
or  less  conservatively  estimated 
results.  Similarly  low  multiples  s 
available  in  the  oil  group,  where  pr 
pects  for  higher  product  prices  a 
promising  exploratory  activities  hi 
not  yet  been  discounted  in  ma 
cases.  And  the  troublesome  fuel  she 
age  may  continue  to  drive  shares 
coal  producers  higher. 

As  indicated  above,  there  is  a  gffl 
chance  of  price  increases  and  bet 
plant  utilization  in  the  paper  a 
chemical  industries  permitting  ea 
ings  to  show  sharp  gains  next  ye 
And,  of  course,  there  are  compan 
in  many  other  industries  where  1 L 
recession  has  brought  about  substi 
rial  cost-cutting  drives,  construct 
management  changes  and  other  infc 
nal  improvements  which  have  not ;  j 
been  reflected  in  the  market. 

A  Risky  Bel 

On  the  negative  side,  excess  cajfcL 
ity  problems  may  continue  to  plafi 
the  aluminum  stocks.  Demand  for  I 
dustrial  machinery  will  probably   L 
main  sluggish  next  year.  Many  of  I  L 
"high    technology"   stocks   have  be  ' 
moved  out  of  a  buying  range  by : 
cent  speculative  exuberance  and  fn  j 
tic  short  covering. 

Finally,  there  are  even  grounds 
questioning  the  enthusiasm  for  sa  ^ 
of  the  building  stocks,  which  recen  L 
have  been  quoted  at  generous  mu  h, 
pies  of  near-term  earnings  prospe< 
If  the  fears  of  renewed  inflation  a  U 
credit  restraints  expressed  at  the  1 1 
ginning  of  this  column  turn  out  to  L 
valid,  the  rate  of  housing  starts  n 
year  may  not  show  as  great  an   L 
crease  over  this  year  as  is  now  • 
pected  in  some  quarters. 

To  sum  up:  Betting  on  a  fairly  s  L 
ble  market  makes   sense   right  no  j 
betting  on  a  major  bull  market  see 
pretty  risky  at  the  moment.   ■ 
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The  Funds 


Funds?  Needed  More  Than  Ever! 


Last  spring  Milton  Mound,  head  of 
First  Multifund  of  America,  tele- 
phoned to  find  out  why  the  Johnston 
Mutual  Fund  had  returned  Multi- 
fond's  $500,000  check  uncashed.  In- 
stead, he  found  out  the  difference 
between  a  go-go  fund  and  an  old- 
line  mutual  fund  with  long-run 
policies. 

Last  November  Multifund  had  in- 
vested SI  million  in  Johnston  when 
the  rest  of  the  market  had  withered 
and  Johnston's  growth  stocks  had 
held  up.  Then  growth  stocks  began 
to  slide,  and  about  May  Multifund 
took  hack  its  SI  million.  Now,  in 
June,  Multifund  wanted  to  reinvest 
half  that  amount. 

Multifund  was  shocked  when  we 
turned  down  their  money,  but  we 
told  them  we  only  wanted  long-term 
investors,"  says  Johnston's  president 
and  chief  executive,  William  I.  La- 
Tourette.  "We  don't  permit  anyone 
to  trade  our  fund.  For  instance,  a 
European  hind  trom  Liechtenstein 
sent  us  a  check  for  SI  million.  I  was 
so  happy  I  put  it  over  the  fireplace 
in  my  home.  A  few  weeks  later  they 
took  it  back.  I  went  home  and  threw 
the  check  into  the  fire.  We  don't 
want  those  kinds  of  investors.  We'd 
have  to  keep  higher  cash  reserves 
just  for  them." 

So  in  hard  dollar  terms,  42-year- 
old  Bill  LaTourette  has  proved  he 
subscribes  to  the  philosophy  of  M. 
Jennings  von  der  Heyde,  Johnston's 
64-year-old  chairman  and  founder 
of  the  fund.  "I  wouldn't  consider 
tinkering  with  Jenn's  sound,  solid 
approach,"  LaTourette  says.  "It 
should  be  followed  by  most  peo- 
ple. Jennings  created  a  simple, 
clean  vehicle  which  concentrates 
on  growtfi  stocks  to  offset  inflation." 

The  only  approach?  Not  at  all.  A 
prestigious  young  gunslinger  at  the 
height  of  his  powers  tried  to  take 
over  Johnston  a  while  back.  "I  was 
impressed  by  his  record,"  says  von 
der  Heyde,  "until  I  asked  myself  if 
I  could  expect  anyone  to  maintain 
that  kind  of  record  in  the  future." 

Still,  selling  out  was  the  only  way 
von  der  Heyde  and  his  partners 
could  capitalize  on  their  decades  in 

oney  management,  and  so  Doug- 
las T.  Johnston  &  Co.  became  part  of 
the  Boston  Co.  in  1967.  Boston 
promised  not  to  change  von  der 
Heyde's  investment  approach.  They 
did  put  in  their  own  fund  boss,  La- 


Tourette. But  they  also  gave  von 
der  Heyde  a  five-year  full-time 
contract  and  a  five-year  part-time 
contract  to  follow. 

In  1968  when  speculative  go-go 
funds  like  Enterprise  soared  way 
past  Johnston  in  performance,  von 
der  Heyde  was  "scared  to  death 
someone  in  the  Boston  Co.  would 
put  pressure  on  us  to  change.  But 
they  didn't  say  a  word.  Though  we 
differ  on  many  individual  stocks,  La- 
Tourette turned  out  to  have  the 
same  philosophy  I  do."  Johnston, 
with  assets  of  $140  million  the  sev- 
enth-largest no-load,  typifies  the 
many  funds  that  served  their  share- 
holders well  by  keeping  to  their  orig- 
inal principles. 

"We  have  just  been  through  a 
speculative  orgy,"  says  von  der 
Heyde.  He  feels  the  Securities  &  Ex- 
change Commission  should  never 
have  let  funds  buy  letter  stock,  use 
leverage,  sell  short,  speculate  in 
commodities  or  charge  performance 
fees.  "I  hope  all  these  gamey  prac- 
tices haven't  given  the  industry  too 
much  of  a  black  eye.  Now  that  the 
funds  no  longer  are  some  kind  of 
national  lottery,  I  am  convinced 
more  than  ever  of  the  need  for  well- 
managed  mutual  funds." 

Von  der  Heyde  claims  the  fund's 
original  goals  are  still  valid.  Mutual 
funds  can  offset  the  effects  of  infla- 
tion and  help  the  small  investor  pre- 
pare for  the  education  of  his  chil- 
dren, retirement  or  other  long-run 
goals.  "Inflation  is  increasing,  not 
decreasing,  and  the  small  investor 
lacks  the  sophistication  and  capital 
to  accomplish  his  goals  by  himself." 

A  no-load  pioneer,  von  der 
Heyde  claims  to  have  been  invest- 
ing in  growth  stocks  as  long  as  T. 
Rowe  Price,  who  first  used  the 
growth-stock  label.  Each  day  on  the 
train  to  work  he  notes  in  a  little 
black  book  how  his  fund  compares 
with  T.  Rowe  Price;  and  he  deter- 
mines whether  Johnson  has  a  good 
or  a  bad  year  by  how  Johnston  did 
against  its  Baltimore  rival. 

In  the  most  recent  Forbes  Mu- 
tual Fund  survey,  both  Johnston 
and  T.  Rowe  Price  Growth  ranked 
B  in  up  and  down  markets.  Johns- 
ton leads  a  bit  in  one  category,  lags 
a  shade  in  another.  Over  the  longer 
run,  T.  Rowe  Price  leads.  Von  der 
Heyde  set  Johnston  up  as  a  bal- 
anced fund  because  he  was  certain 


LaTourette  of  Johnston 


a  depression  would  follow  World 
War  II,  as  it  had  every  other  major 
war.  So  Johnston  held  bonds  and 
growth  stocks  until  1964  when  it 
became  a  common  stock  fund. 

Looking  ahead,  von  der  Heyde 
agrees  with  Price  on  the  certainty 
of  further  inflation  and  that  growth 
stocks  are  the  small  investor's  an- 
swer. But  he  disagrees  with  Price 
that  natural-resource  companies  are 
good  hedges.  Says  he:  "Timber,  pa- 
per, metals  haven't  acted  as  an  in- 
flation hedge  in  the  past.  They  are 
all  commodity  businesses  which  pe- 
riodically move  into  excess  supply 
and  erode  prices  and  profits." 

What  kind  of  growth  stocks  will 
provide  a  hedge?  Well-financed 
companies  with  able  managements 
in  growth  fields,  like  Emery  Air 
Freight,  for  instance.  He  would  still 
include  giants  like  IBM  and  Kodak, 
and  his  fund's  three  best  invest- 
ments, Avon,  Xerox  and  Baxter  Lab- 
oratories. But  he  turns  away  from 
old  friends.  "I  wouldn't  call  Polaroid 
a  growth  stock  anymore.  Every- 
thing Dr.  Land  set  out  to  accom- 
plish, except  the  vest-pocket  cam- 
era, has  been  accomplished,  and  he 
is  no  longer  a  very  young  man." 

In  the  future  Johnston's  perfor- 
mance will  depend  primarily  on 
President  Bill  LaTourette.  LaTour- 
ette may  see  eye  to  eye  with  von 
der  Heyde  on  stocks  like  Walt  Dis- 
ney and  Tampax.  But  his  belief  in 
riding  his  winnings  and  cutting  his 
losses  quickly  raised  the  fund's 
turnover  from  24%  to  almost  40%. 

LaTourette  has  put  a  small  part 
of  the  fund  into  seed  investments 
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The  Funds 


SALES  CHARGE 
REDEMPTION  CHARGE 

100  %  of  your  money  invested 
in  stocks  PROFESSIONALLY  SELECTED 
for  growth  possibilities . . .  providing 
a  diversified  energy  based  portfolio 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  pollution  control 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 
ENERGY  FUND  is  a  qualified 
Investment  under  Keogh  Act. 


MODEL  CORPORATE  PROFIT 
SHARING  PLAN  AVAILABLE 


RALPH  E.  SAMUEL  I  CO..  Distributer 

Members  N.  Y.  Stock  Exchange 

55  Broad  St..  New  York  10004  Dept.  F 

(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 

Also  send  information  on: 
D  Corporate  Profit  Sharing 
D  Keogh  Retirement 


NAME 

ADDRESS. 


-ZIP. 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 


Name. 


Address. 
City 


.State. 


Zip  Code- 


like Sternco  Industries  (goldfish 
and  hobbies )  and  Wallace  Business 
Forms.  He  also  puts  more  stress  on 
cyclical  turnarounds  like  Ford  Mo- 
tor. "In  a  good  automotive  year, 
Ford  can  earn  $7  to  $8  a  share 
and  sell  at  ten  times  earnings,  so 
at  $49  it  looked  cheap." 

But  LaTourette's  real  test  will 
come  in  picking  growth  stocks. 
With  so  many  institutions  looking 
for  them,  their  prices  gyrate  wildly, 


and  knowing  whether  a  stock  is 
overpriced  or  underpriced  will  cer- 
tainly become  an  art.  But  at  least,, 
LaTourette  says,  the  fund  will  stay 
away  from  speculative  practices, 
and,  if  he  sticks  to  it,  long-run 
holders  of  Johnston  should  do  well. 
The  same  is  true  of  holders  of  most 
other  conservative  mutual  funds.  In 
this  field  there  is  no  way  for  the 
small  investor  to  get  rich  quick  and 
stay  that  way. 


'Deliver  Me  The  Body' 


Leonard  Marx  has  no  interest  in 
big-game  hunting,  and  consequent- 
ly has  no  trophy  room  in  his  spa- 
cious colonial  home  in  suburban 
Westchester  County,  N.Y.  But  if 
there  were,  it  should  contain  a  new 
and  unusual  trophy.  For  early  this 
month  Marx  killed  a  merger,  the 
proposed  acquisition  by  Boston  mu- 
tual fund  distributor  and  adviser 
Vance,  Sanders  &  Co.  of  the  man- 
agement company  for  Dun  &  Brad- 
street's  Moody's  Investors  Services. 

Marx,  66,  had  fought  the  merger 
tooth  and  nail  ever  since  it  had  first 
been  proposed  last  summer,  spend- 
ing some  $20,000  of  his  own  money 
in  the  process.  (Fortunately,  as  a 
well-to-do  real  estate  man  special- 
izing in  developing  land  for  super- 
markets and  shopping  centers,  he 
had  to  spend.)  First  he  waged  a 
proxy  fight  against  the  acquisition 
among  the  holders  of  Moody's  Cap- 
ital Fund  shares,  since  they  must 
approve  any  change  of  manage- 
ment company.  He  forced  post- 
ponement of  the  annual  meeting 
and  brought  a  lawsuit  against 
Dun  &  Bradstreet,  but  finally  lost 
the  proxy  fight  in  a  very  close  vote. 
Then  the  two  principals  in  the  mer- 
ger announced,  with  no  explana- 
tion, that  the  merger  agreement 
had  been  terminated. 

Marx  claims  he  is  fighting  for  a 
question  of  principle— the  principle 
that  mutual  fund  management  and 
distribution  companies  should  not 
be  bought  and  sold  at  prices  im- 
plying that  they  virtually  own  the 
mutual  fund  that  pays  them.  The 
Investment  Company  Act  of  1940 
specifies  that  any  agreement  be- 
tween a  mutual  fund— which  is 
owned  by  its  shareholders— and  its 
distributors  and  investment  counsel 
must  be  cancellable  within  60  days. 
This  suggests,  Marx  argues,  that 
such  a  short-term  agreement  must 


be  essentially  without  monetary  val- 
ue. So  if  Dun  &  Bradstreet  is  going 
out  of  the  fund  business,  then  the 
fund's  own  directors  should  simply 
hire  someone  else  to  manage  it— 
not  permit  the  management  compa- 
ny to  be  sold  to  someone  else. 

He  concedes  that  D&B  was 
merely  following  common  practice 
by  trying  to  sell  the  management 
company  to  Vance,  Sanders.  After 
all,  D&B  had  laid  out  over  $3  mil- 
lion in  buying  it  from  Lazard 
Freres.  But  Marx  insists  that  the 
whole  system  of  transferring  man- 
agement companies  is  immoral: 
"The  current  situation  puts  [mutual 
fund]  shareholders  in  the  position 
of  a  steel  consumer  whose  directors 
are  appointed  by  U.S.  Steel,"  he 
argues   emphatically. 

This  is  not  the  first  time  that 
Marx  has  driven  a  point  of  principle 
into  the  ground.  About  seven  years 
ago  Meshulam  Riklis  tried  to  sell 
McCrory's  most  valuable  asset,  Ler- 
ner  Stores.  Marx  waged  a  success- 
ful proxy  fight  to  prevent  the  sale. 

Marx,  of  course,  prides  himself 
on  having  constructive  ideas  rather 
than  merely  another  case  of  what 
his  wife  calls  "the  seven-year  itch." 
Says  he,  "Let  me  tell  you  how  I 
wish  the  mutual  fund  business 
could  be  run.  My  wife's  uncle 
died,  and  though  I  had  never  met 
him,  she  told  me  I  was  paying  for 
the  funeral.  I  went  to  the  under- 
taker, and  he  told  me  there  was  no 
possible  way  he  could  cover  costs 
and  charge  less  than  $1,800.  'De- 
liver me  the  body,'  I  told  him. 
Would  you  believe  that  undertaker 
gave  my  wife's  uncle  the  best  fu- 
neral in  the  world  for  $500? 

"Now,  when  some  fund  manag- 
er wants  to  quit  the  fund  business', 
fine.  But  I  want  the  fund  share- 
holders and  their  directors  to  say, 
'Deliver  us  the  fund.'  "  ■ 
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(Continued  from  page  15) 

nd  exciting  and  above  all  fashionable, 
'ity  the  myopic  apparel  producer  who 
argets  that  the  only  thing  which  is 
ermanent  is  change.  Let's  have  less  non- 
ense  in  the  future  about  consumer  re- 
■olt.  It  is  the  figment  of  a  totally  unin- 
pired  imagination. 

— Gerald  E.  Marcus 
New  Haven,  Conn. 

Sir:  "Will  the  Ladies  Buy  It?"  No.  I 
ook  a  survey  within  the  company,  as 
veil  as  among  a  number  of  friends  of 
Dine,  and  Southern  California  ladies  are 
lecidedly  non-midi.  I  guarantee  that 
louthem  California  men  feel  precisely 
he  same  way. 

—James  K.  Sweeney 

President, 

Computer  Machinery  Corp. 

Los  Angeles,  Calif. 

Sir:  The  secretaries  of  America  hum- 
)1>  -.ilute  you  with  a  standing  ovation, 
four  prestigious  magazine  has  transfused 
is  with  renewed  courage  in  barricading 
punst  the  forceful  tide  of  the  designers' 
aemiine  whims. 

—Virginia  Tatum 
Nashville,  Tenn. 


Sir:  I  propose  this  compromise  to  end 
the  sororicidal  war  about  the  hemline: 
The  minidress  for  the  girls  with  the 
naxi  legs  and  the  maxidress  for  the  girls 
with  the  mini  legs. 

—Francis  D.  Cabour 
Boston,  Mass. 

Sir:  If  you  must  use  an  old  movie  still 
of  a  German  star  to  illustrate  a  grand- 
daddy  of  the  current  styles,  why  not 
show  grandmama  Marlene  in  a  long 
trench  and  trousers  so  the  ladies  could 
be  reminded  of  how  sexy,  feminine  and 
glamorous  the  covered-knee  look  can  be? 
—Mrs.  Edward  C.  Solomon 
New  York,  N.Y. 

Sir:  ...  No! 

—Mrs.  Harry  W.  Moore 

( Plus  22  Other  Signatures ) 

Los  Angeles,  Calif. 

Not  of  the  People 

Sir:  Your  traveler's  similes,  particular- 
ly "as  rare  as  cordiality  in  France"  ( Fact 
ir  Comment,  Sept.  i),  prompts  observa- 
tion that  friendliness  begets  friendliness, 
and  that  it  is  governments  which  fight, 
not  people. 

— D.C.  Bondurant 
Omaha,  Neb. 

From  Cleveland  fo  LA. 

Sir:  Dan  Reeves  may  have  paid 
$100,000  for  the  Rams  in  1941,  but  at 
that  time  they  were  the  Cleveland  Rams 
and  not  the  Los  Angeles  Rams  as  the  ar- 
ticle stated  (Forbes  Sept.  15).  The  Rams 
were  moved  to  Los  Angeles  for  the  1946 


season  after  the  owners  took  a  financial 
bath  in  a  snowstorm  during  the  1945 
championship  game  played  in  Cleveland 
Stadium. 

—Robert  A.  Hyde 
Anderson,  Ind. 

Surprise.' 

Sir:  I  was  surprised  to  find  the  in- 
vestment tax  credit  listed  as  an  important 
factor  of  bank  aircraft  leasing  in  your 
Au?.  15  article  on  "The  Jet-Propelled 
Banker:  "  It  was  an  extremely  attractive 
feature  of  such  leases  until  it  was  elim- 
inated in  1909. 

— A.D.  Weyland 
Houston,  Tex. 

Reader  Weyland  is  correct;  the  invest- 
ment tax  credit  was  eliminated  in  1969. 
However,  this  was  to  apply  to  equipment 
ordered  after  Apr.  18,  1969.  All  aircraft 
now  being  received  and  all  airbuses  or- 
dered to  date  by  the  major  airlines  were 
ordered  before  then,  so  are  still  eligible 
for  the  investment  tax  credit— Ed. 

Sir:  There  were  two  statements  in  the 
article  confusing  cash  flow  with  earnings. 
First,  accelerated  depreciation  adds  to 
cash  flow,  not  earnings.  Second,  the  cash 
flow  in  the  first  year  of  the  lease  pro- 
vides a  56%  return  of  investment  to  the 
bank  rather  than  on  investment  as  re- 
ported in  the  article.  Just  as  the  re- 
payment of  principal  in  a  loan  is  a  cash 
How  which  does  not  constitute  earnings 
or  return  on  investment  but  repayment 
of  investment,  cash  flow  from  a  lease 
must  provide  for  the  recovery  of  princi- 
pal as  well  as  earnings.  The  effect  of 
this  confusion  in  the  article  is  to  over- 
state dramatically  the  bank's  earnings 
and  return  on  investment. 

—Anthony  P.  Nicholas 
Vice  President, 

First  National  City  Bank 
New  York,  N.Y. 

Someone  Else  Was  First 

Sir:  THe  sensible  idea  of  one-way  toll 
collecting  deserves  the  praise  you  give  it 
in  your  Sept.  15  "Fact  &  Comment,"  but 
you  are  behind  times  when  you  attri- 
bute its  origin  to  a  San  Franciscan.  They 
have  been  doing  this  for  years  up  in  Nova 
Scotia-for  the  crossing  of  the  Canso 
Causeway  to  Cape  Breton. 

— G.W.  Jeffers 
Farmville,  Va. 

Sir:  One  of  the  recently  reported  ben- 
efits of  the  one-way  bridge  toll  collec- 
tion on  the  San  Francisco-Oakland  Bay 
Bridge  is  a  50%  reduction  in  the  acci- 
dents taking  place  at  the  toll  plaza. 

—Robert  Kahn 
Lafayette,  Calif. 

Sir:  You  credit  San  Francisco  with  a 
"brilliant  idea."  Forget  it!  For  many, 
many  years  they  have  been  collecting 
tolls  one  way  on  the  Rickenbacker  Cause- 
way from  Miami  to  Key  Biscayne.  One 
more  plus  for  Florida  over  California. 

—Ernest  C.  Leonard 
Miami,  Fla. 
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DIVIDEND  NOTICE 


The  following  dividends  have  been 
declared: 

200  per  share  on  the  Common  Stock 
of  the  Company  payable  December 
15,  1970  to  stockholders  of  record  at 
the  close  of  business  on  November  30, 
1970. 

33V3  0  per  share  on  the  $1.331/3  Cumu- 
lative Preference  Common  Stock  of  the 
Company  payable  on  January  1,  1971 
to  stockholders  of  record  at  the  close 
of  business  on  November  30,  1970. 
39%#  per  share  on  the  $1.581/3  Cumu- 
lative Preference  Common  Stock  of  the 
Company  payable  on  January  1,  1971 
to  stockholders  of  record  at  the  close 
of  business  on  November  30,  1970. 

R.  B.  BERRYMAN 
Corporate  Secretary 

October  5, 1970 

Pennzoil  United,  Inc. 
900  Southwest  Tower 
Houston,  Texas  77002 
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This  may  be 
your  last  chance 
to  get  up  off 
your  big  fat 
complacency. 


Maybe  you've  heard  this  before.  But  think  it 
over  for  a  moment,  anyhow. 

You're  probably  just  as  worried  as  everyone 
else  about  what's  happening  here  in  town.  And  you 
feel  frustrated,  because  you  don't  know  what  you 
can  do  to  help. 

Try  this.  Pick  out  one  of  our  United  Way 
agencies.  Go  to  it.  Go  out  into  the  field  with  its 
workers.  See  for  yourself  the  very  real  needs  of 
the  people  it  serves.  The  new  and  growing  urgency 
of  their  problems. 

Take  a  good  hard  look  at  the  new  things  that 
the  agency  is  doing  to  solve  these  problems.  The 
new  approaches.  The  new  programs.  The  new 
money  they  take. 

Then,  when  you  pledge  your  Fair  Share,  you're 
bound  to  make  it  bigger.  You  will 
remember  the  faces  and  voices  of 
those  you  are  helping.  You  will 
know  what  must  be  done. 

If  you  don't  do  it,  it  won't 
get  done. 


advertising  contributed   *^5B° 
for  the  public  good     \^7 
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Trends 

&  Tangents 
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lem  has  spawned  its  own  solution, 
however.  For  $5  a  head  (paid  by 
the  company)  if  they  succeed  and 
nothing  if  they  fail,  New  York- 
headquartered  Shareholder  Search 
Corp.  will  look  for  the  missing 
shareholder.  The  service  was  first 
begun  for  the  U.S.,  but  has  been 
expanded  to  cover  Canada,  Europe 
and  South  America  as  well. 

New  Pitch 

Faced  with  having  to  introduce 
five  new  building  products  recent- 
ly, National  Gypsum  came  up  with 
a  novel  promotion  in  the  form  of  a 
cassette  tape  individually  recorded 
for  each  architect,  publisher  or  oth- 
er recipient.  To  make  sure  the  tape 
got  played,  it  was  sent  in  a  tape 
player  that  the  recipient  was  wel- 
come to  keep.  And  to  give  him 
something  else  to  do  while  he  was 
listening,  a  sampling  of  gourmet 
foods  went  along,  topped  with  a 
small  bottle  of  champagne. 

Stop  Action 

"It's  almost  like  putting  a  still 
camera  inside  a  motion  picture 
camera,"  said  a  company  spokes- 
man describing  RCA's  new  televi- 
sion camera  tube  with  built-in  stop 
action.  The  small  vidicon-type  de- 
vice can  take  stills  of  the  contin- 
uous action  being  transmitted  by 
the  camera,  store  the  still  shots  and 
transmit  them  later.  The  still  pic- 
tures can  also  be  stored  internally 
for  several  days,  eliminating  the 
need  for  another  storage  medium. 
The  silicon  storage  vidicon,  as  it  is 
called,  may  be  used  to  guard  banks. 
Current  TV  surveillance  systems  of- 
ten can't  take  a  clear  picture  of  a 
moving  thief. 

New  Train  Board 

Instead  of  plain  old  signs,  San 
Francisco's  Bay  Area  Rapid  Transit 
(BART)  will  use  a  computerized 
passenger  information  display  sys- 
tem to  announce  train  destina- 
tions, operating  conditions,  sched- 
ule changes,  weather  reports  and 
news  and  sports  messages.  Besides 
ottering  train  information  (in  more 
than  one  language  where  neces- 
sary), the  276  electronic  signs  also 
provide  a  new  advertising  medium; 
most  of  the  $5  million  cost  will 
come  from  ad  revenues.   ■ 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


It  cannot  be  denied  that  outward 
accidents  conduce  much  fortune,  but 
chiefly,  the  mold  of  a  man's  fortune  is 
in  his  hands.  —Francis  Bacon 


I  have  not  observed  men's  honesty 
to  increase  with  their  riches. 

—Thomas  Jefferson 


A  man  who  is  furnished  with  argu- 
ments from  the  mint  will  convince  his 
antagonist  much  sooner  than  one  who 
draws  them  from  reason  and  phi- 
losophy. —Joseph  Addison 


Law   is   but   a   heathen   word   for 
power.  —Daniel  Defoe 


The  sweet  calm  sunshine  of  Octo- 
ber, now  warms  the  low  spot;  upon  its 
grassy  mold  the  purple  oak-leaf  falls; 
the  birchen  bough  drops  its  bright 
spoil  like  arrow-heads  of  gold. 

—William  Cullen  Bryant 


To  heal  the  breach  between  the 
rich  and  the  poor,  it  is  necessary 
to  distinguish  between  justice  and 
charity.  —Pope  Pius  X 


B.  C.  FORBES 

Justice  must  be  blind  to  the 
hardness  or  softness  of  a  man's 
hands,  as  well  as  to  the  leanness 
or  fatness   of   his   pocketbook. 


*The  law,  in  its  majestic  equality, 
forbids  all  men  to  sleep  under  bridges, 
to  beg  in  the  streets  and  to  steal  bread 
—the  rich  as  well  as  the  poor. 

— Anatole  France 


The  aim  of  justice  is  to  give  every- 
one his  due.  —Cicero 


Men  are  entitled  to  equal  rights— 

but  to  equal  rights  to  unequal  things. 

—Charles  James  Fox 


We  do  not  judge  men  by  what  they 
are  in  themselves,  but  by  what  they 
are  relatively  to  us. 

—Anne  Swetchine 


High  descent  and  meritorious 
deeds,  unless  united  to  wealth,  are 
as  useless  as  seaweed.  —Horace 


The  purpose  of  law  is  to  prevent  the 
strong  always  having  their  way. 

—Ovid 


Wealth  may  be  an  excellent  thing, 

for  it  means  power,  leisure  and  liberty. 

—James  Russell  Lowell 


He  who  has  the  judge  for  his  father 
goes  into  court  with  an  easy  mind. 

—Miguel  de  Cervantes 


If  one  starts  with  the  notion  that 
anything  a  man  does  which  gives  him 
pleasure  is  probably  sinful,  it  is  only 
one  step  to  think  it  is  harmful  and  the 
next  thing  to  do  is  to  pass  a  law 
against  it.  —William  B.  Ober 


If  you  have  ten  thousand  regulations 
you  destroy  all  respect  for  the  law. 

—Winston  Churchill 
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If  mankind  does  not  relinquish  at 
once,  and  forever,  its  vain,  mad  and 
fatal  dream  of  justice,  the  world  will 
lapse  into  barbarism. 

—George  Moore 


The  exact  contrary  of  what  is  gen- 
erally believed  is  often  the  truth. 

—Jean  de  la  Bruyere 


The  usual  choice  is  not  between 
the  good  and  the  bad  but  between  the 
bad  and  the  worse. 

—French  Proverb 


Justice:  A  decision  in  your  favor. 

—Harry  Kaufman 


There  can  never  be  human  happi- 
ness in  a  society  that  imposes  a  rule  of 
"equality"  which  disregards  merit  and  ,j 
rewards  incompetence. 

—David  Lawrence  I 


Use  every  man  after  his  desert,  and  'j 
who  should  escape  whipping? 

— Shakespeare  J 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . . . 


Sent  in  by  Kenneth  Cruickshank, 
Plainville,  Conn.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


Let  us  choose  to  us  judgment:  let  us 
know  among  ourselves  what  is  good. 

-Job  34:4 
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The  Pacific  Basin 

U.S.  Opportunity 

or 
Japanese  Lake? 
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86  Proof  Blended  Scotch  Whisky   Poddington  Corp  ,  NY.  !0020 


J&B  Rare  pours  more  pleasure. 


Out  of  the  mouths  of  babes 
comes  a  lot  of  nonsense-and  worse 


When  a  ten-year-old  child  is  put  on  national 
television  to  pontificate,  "The  State  is  too 
lenient  with  the  large  corporations",  then 
something  very  silly,  sick  and  sickening  is 
happening  to  this  country  of  ours. 

It  is  all  part  of  a  "revolution",  if  you  please 
—  screaming  hordes  disrupting  courts  of  law, 
loudly  threatening  to  "seize  power  through 
the  barrel  of  a  gun",  vandalizing  offices  of 
companies  vital  to  the  safety  and  economy  of 
the  nation,  burning  banks,  closing  colleges 
and  so  destroying  the  chance  of  decent  young 
Americans  to  get  the  education  they  want 


and  know  how  to  appreciate. 

There  have  been  600  riots  in  this  country 
in  the  past  five  years,  and  470  in  less  than 
two  years  on  campuses.  Every  riot  and  vio- 
lent protest  destroys  a  little  more  of  your 
country,  your  freedom,  your  savings  —  and 
delights  this  country's  enemies.  As  the  Vice 
President  asked,  "Will  the  Government  of 
this  country  remain  in  the  hands  of  its  elected 
officials,  or  will  it  descend  to  the  streets?" 
The  answer  is  up  to  you,  because  it  is  your 
Government.  Isn't  it  time  the  Silent  Majority 
stopped  being  silent? 
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New  generation  turret  lathes,  like  this  numerically 
controlled  SC-28,  bring  automation  to  short  run  work. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 
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The  amount  of  money 
you're  spending  in  voice  and  data 

communications 
might  be  better  spent. 


Today,  communications  is  a 
whole  new  ball  game. 

Regulatory  changes  make  it 
possible  for  a  company  to  take 
maximum  advantage  of  the  most 
sophisticated,  commercially 
available  data  and  voice  communi- 
cations equipment  and  interconnect 
with  the  nation's  telephone  system. 

And  this  is  what  United  Business 
Communications  is  all  about. 

Although  we  opened  our  doors 
for  business  in  January,  1970, 
United  Business  Communications 
was  actually  born  two  years  earlier 
when  we  set  out  to  build  an  alert, 
fast-moving  organization  offering 
our  customers  a  total  communi- 
cations capability  from  one 
single  source. 

Born  to  help  you  get  the  utmost 
economy  and  efficiency  in  your 
communications  system. 

Behind  us  is  our  parent  corpora- 
tion, United  Utilities,  Incorporated, 
a  billion  dollar  plus  corporation 
whose  properties  are  almost 
entirely  communications  oriented, 
and  who  operate  the  nation's  third 
largest  telephone  system. 

Our  people  — a  select,  pain- 
stakingly handpicked  group  — have 
a  remarkable  background  in  design 


and  application  of  voice  and  data 
communications  systems. 

Supporting  UBC  are  communi- 
cation equipment  manufacturers 
that  date  back  more  than  80  years. 

North  Electric,  one  of  the 
nation's  original  manufacturers  of 
telecommunications  equipment, 
supplies  our  customers  with  an 
advanced  line  of  quality  PBX 
systems. 

Expanding  our  PBX  line  is 
Fujitsu,  a  major  Japanese  manu- 
facturer known  the  world  over 
for  its  communication  equipment. 

Rixon  Electronics  supplies  data 
transmission  expertise  and 
equipment  like  data  sets  and 
multiplexers. 
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Rounding  out  our  product  line 
is  GDI,  Inc.,  supplying  computer 
and  terminal  peripheral 
equipment  including  card  readers, 
card  punches  and  card  transmitters. 

Total  communications  in  one 
company,  UBC. 

With  sales  and  service  offices  in 
principal  U.S.  cities,  Canada  and 
Europe. 

Backed-up  by  in-depth  systems 
and  application  engineering 
support. 

And  expert  installation,  training 
and  service. 

At  UBC,  in  putting  everything 
together,  we  took  one  more 
important  step,  we  offer  you  the 
choice  of  purchase,  rental  or 
lease  plans. 

So  we're  suggesting  that  now 
is  the  time  to  take  a  good  look 
at  the  money  you're  spending  for 
voice  and  data  communications. 
And  ask  yourself  whether  you  are 
getting  the  most  for  your  money? 

Better  yet,  ask  us. 

We  might  just  be  able  to  show 
you  how  the  amount  of  money 
you're  spending  can  get  you  a 
more  efficient,  more  effective 
communications  system. 


Today's  fast  moving  communications  need  a  total  communications  company. 

United  Business  Communications,  Inc. 

A  subsidiary  of  United  Utilities.  Incorporated 

6405  Metcalf  Ave. /Shawnee  Mission,  Kansas  66202  /Telephone  (913)  362-5300 

Salea  and  Service  oltleea  In:  Boslon  /  Baltimore  '  Chicago  I  Dallas  '  Houston  /  Kansas  C.ly  I  Los  Angeles      Miami      Nm  Haven  (  Pittsburgh  /  San  Francisco  /  Washington  I  Toronto.  Canada  /  London.  England    and  other  principal  cities. 
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FEA  TURES 

19      THE  CLEVELAND  WHITES 

Killing  two  birds  with  one  merger. 

2i      MCDONALD'S 
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Marchant. 

We  sell  you  what 

you  need, 

not  |ust  what 
we  have. 


When  it  comes  to  calculators  we  have 
24  different  models.  We  make  more  than 
anybody  else  in  the  business. 

Which  is  why  a  Marchant  calcu- 
lator is  sold  to  you  on  the  basis  of  need. 
Your  need.  Because  we  think  you  ought 
to  have  a  calculator  that  fits  you  and 
your  work. 

Perfectly.  Not  partly. 

If  you  need  speed  along  with  quiet, 
dependable  operation,  you  need  our 
Marchant-  Model  616.  It's  the  first  elec- 
tronic printer  with  all  the  features  you 
need  at  a  moderate  price.  It  gives  you 


the  lightning  speed  of  an  electronic 
calculator  combined  with  the  accuracy 
of  printed  proof. 

If  you  need  the  most  advanced  elec- 
tronic calculator  in  the  world,  you  need 
our  Model  414.  Trim  in  design,  it  is  the 
first  (and  still  the  only)  calculator  with 
Super  MOS  technology.  An  electronic 
display  calculator  with  a  complete  brain 
reduced  to  the  size  of  a  dime. 

And  if  you  need  a  programmable 
calculator,  you  need  our  Model  1016  PR. 
It's  an  American  made  electronic 
calculator  that  combines  programming, 


calculating,  and  printing  in  a  compact 
desk-top  machine.  When  combined  with 
the  IOTA-1  accessory  unit,  you  can 
even  record  programs  on  magnetic  tape 
for  future  use. 

These  are  only  three  examples  of 
our  made-to-measure  calculator  system. 
You  can  find  out  all  about  the  other  21 
by  asking  your  Marchant  man. 

He  knows  what  you  need. 


Sffff 


SMITH-CORONA  MARCHANT 

DIVISION  OF  SCM  CORPORATION 


Marchant.  The  First 
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Side  Lines 


Foiled 

We  at  Forbes  have  long  been  bothered  by  the  fact  that  while  mutual 
funds  have  a  vast  $45.2  billion  in  assets,  bank  trusts  have  a  far  vaster 
$282.7  billion.  What  bothers  us  is  that  we  have  been  able  to  serve 
our  readers  well  with  our  annual  rating  of  mutual  fund  per- 
formance, but  we  have  not  yet  measured  performance  of  bank  mon- 
ey management. 


wjnwjwi^ 


ppiwppi? 


It's  not  that  we  haven't  been  trying.  For  several  years  now  we 
have  been  contacting  bank  trust  officers  and  asking  them  to  supply  us 
with  figures  on  which  we  could  measure  their  performance— much  as 
we  have  done  with  mutual  funds.  Our  problem  with  the  banks  is 
much  more  complicated  than  with  mutual  funds.  Funds  are  required 
by  law  to  provide  many  figures  that  banks  aren't. 

Some  banks  were  willing  to  help  us.  Others  weren't.  In  a  few  cases, 
the  bankers  told  us,  in  effect,  to  mind  our  own  business— just  as  some 
fund  managers  did  in  the  early  days  of  our  mutual  fund  survey.  Other 
bankers  were  more  reasonable  but  still  declined  to  cooperate.  "We're 
not  in  the  go-go  business,"  one  of  them  said,  "and  if  you  compare  us 
with  mutual  funds,  you're  going  to  lead  people  to  do  just  that— com- 
pare us  with  go-go  funds."  Still  others  were  most  cooperative. 

At  any  rate,  the  whole  subject  now  is  academic.  Last  summer  the 
Comptroller  of  the  Currency  in  Washington  informed  the  banks  not  to 
fill  out  Forbes'  questionnaire.  In  addition,  one  worried  banker  wrote 
us:  "We  also  encountered  the  opinion  of  our  own  counsel  that  Regu- 
lation 9  of  the  Comptroller  of  the  Currency  might  forbid  us  participat- 
ing in  such  a  survey."  This  regulation  states:  "The  bank  shall  not  ad- 
vertise or  publicize  its  collective  investments  fund(s)." 

What  gives?  we  asked.  Responded  Preston  Kellogg,  chief  represen- 
tative in  trusts,  Office  of  the  Comptroller:  "Magazines  may  not  use  the 
results  of  surveys  properly.  We  don't  want  to  get  banks  competing 
against  each  other  for  performance,  because  this  could  result  in  a 
poorer  quality  of  assets." 

Frankly,  while  we  can  see  why  responsible  bankers  are  concerned 
about  getting  involved  in  the  go-go  rat  race,  we  think  the  Comptrol- 
ler of  the  Currency  is  wrong  in  preventing  those  who  want  to  disclose 
from  disclosing— as  if  to  say  that  the  press  and  the  public  aren't  ma- 
ture enough  to  handle  complicated  information  in  a  responsible  way. 
Still,  Big  Brother  has  spoken  and  we're  unable  to  get  the  figures  we 
need  to  measure  bank  trusts. 

Sorry  about  that,  but  for  now  the  best  we  can  do  is  to  pass  on  some 
advice  that  our  statistical  department  has  for  those  who  have  banks 
managing  their  investments: 

1)  Every  so  often— not  too  frequently,  because  good  money  man- 
agement can't  be  measured  over  short  periods— figure  the  percentage 
gain  or  loss  in  your  account.  Then  compare  this  with  changes  in  the 
popular  averages  over  the  same  period,  or  with  changes  in  any  mu- 
tual funds  you  may  hold.  (Unfortunately,  you  won't  be  able  to  mea- 
sure results  against  the  Ratings  shown  in  the  Forbes  Annual  Mutual 
Fund  Survey,  because  you  won't  have  comparable  figures.) 

2)  If  making  your  own  comparison  is  too  complicated,  try  calling 
the  bank  and  asking  it  to  do  the  comparisons  with  you. 

3)  If  the  bank  won't  do  that,  then  maybe  show  your  account  to  a 
rival  bank  for  comparison  with  similar  accounts.   ■ 
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During  day  classes,  Columbus 
Tech  is  helping  960  people 
become  more  proficient.  Over 
1  500  attend  night  classes  every 
quarter.  Machinists,  welders, 
sheet  metal,  data  processing, 
marketing  and  many  others. 

For  higher  learning  we  have 
our  4-year  Columbus  College 
offering  B.S.  and  B.A.  degrees  in 
addition  to  non-credit  adult 
education  courses  to  benefit 
individual,  business  and  industry. 

And  just  30  miles  away  is 
Auburn  University. 

Find  out  how  Columbus  can 
contribute  to  your  company's 
expansion  plans. 

For  a  city  that  excels 
in  schooling  and  training. . . 

they  don't  come  bigger 
^m     m  than  m 

Columbus, 
Georgia. 


Please  send  brochure 
showing  plant-site 
advantages  in 
Columbus  Georgia 
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READERS  SAY 


The  Figure  Is  Too  High 

Sir:  With  regard  to  the  Sept.  15  edi- 
torial [All  Bets  OH  If—],  no  one  with  any 
knowledge  of  the  facts  could  have  used 
the  figure  of  a  $26-hillion  deficit  for  fiscal 
1971.  The  top  figure  I  have  seen  in  print 
was  S18  billion  for  fiscal  1972  and  it 
assumed  that  everything  possible  would  go 
wrong.  About  the  need  for  eye  doctors  in 
Washington,  I  am  absolutely  assured  that 
the  preliminary  figures  do  indeed  indi- 
cate an  increase  in  real  economic  activity. 
Price  increases  have  moderated  consid- 
erably recently  and  do  show  that  the 
anti-inflation  program  is  working.  I  do 
appreciate  your  pointing  out  that  the 
move  ahead  must  be  a  gradual  one  to- 
wards economic  health— it's  just  that  you 
seem  to  see  the  progress  as  more  gradual 
than  others  read  it. 

With    regard    to    budget    deficits,    the 

President  will  accept  a  deficit  reflecting 

revenue  shortfalls  which  are  due  to  slacks 

in   the  economy.  To  the  extent  that  the 

economy    is    short    of    full    employment, 

therefore,   revenues   will   correspondingly 

fall   short,    resulting    in    a    deficit    within 

reasonable  bounds  in  the  President's  view. 

—Herbert  G.  Klein 

Director  of  Communications 

for  the  Executive  Branch, 

The  White  House 

Washington,  D.C. 

Giving  an  Account  of  the  Accountants 

Sir:  Your  recent  article  (Forbes,  Oct. 
1 )  on  the  Accounting  Principles  Board 
and  its  recent  "Opinions"  on  business 
combinations  and  goodwill  was  a  master- 
ful sketch  of  the  behind-the-scene  pres- 
sures that  continue  to  bedevil  the  ef- 
fectiveness of  the  APB. 

Your  description  of  myself  as  a  certi- 
fied public  accountant  is  in  error.  I  am 
not  a  holder  of  a  CPA.  The  designation 
should  be  security  analyst. 

—Thornton  L.  O'glove 
New  York,  N.Y. 

Sir:  Here  is  another  accountant  who 
hopes  you  will  "keep  after  us." 

—Ross  McElreath 
Houston,  Tex. 

Sir:  Your  article  comes  as  a  distinct 
disappointment.  The  two  new  Opinions 
by  the  Accounting  Principles  Board  on 
merger  accounting  were  the  most  con- 
troversial ever  undertaken  by  the  APB. 
Contrary  to  your  assertion  that  pooling 
accounting  was  left  "virtually  intact," 
the  new  rules  end  the  optional  use  of 
pooling  or  purchase  and  use  of  a  com- 
bination of  the  two;  end  poolings  by  the 
kind  of  securities  that  have  been  called 
"funny  money";  end  one  type  of  "in- 
stant earnings"  obtained  from  acquisi- 
tions made  after  year-end,  and  sharply 
curtail  other  "instant  earnings"  by  the 
sale  of  assets  carried  at  historic  cost 
rather  than  current  value. 

While  the  new  rules  may  not  be  so 
strict  as  some  would  like,   the  public  is 


better  served  by  them.  In  fact,  the  strict- 
ness of  these  rules  continues  to  draw 
criticism  from  industry,  a  clear  refutation 
of  your  implication  that  the  accounting 
profession  is  not  independent  of  business 
management. 

—Leonard  M.  Sav'oie 

Executive  Vice  President. 

American  Institute  of  Certified 

Public  Accountants 

New  York,  N.Y. 

■  Sir:  Omitting  part  of  my  sentence  in 
your  article  conveyed  the  erroneous  im- 
pression that  I  agreed  with  your  thesis 
that  management  had  influenced  the 
CPAs  to  tone  down  their  decision  on 
pooling.  Individual  accounting  firms  have 
too  diverse  a  clientele  to  permit  them  to 
support  any  single  position  at  manage- 
ment's behest.  The  fact  is  that  the  one 
point  on  which  management  was  united 
was  its  opposition  to  the  amortization  of 
goodwill.  This  was  the  very  point  that 
the  CPAs  did  not  concede. 

—Lee  J.  Seidler 

Professor  of  Accounting, 

New  York  University— Graduate 

School  of  Business  Administration 

New  York,  N.Y. 

However,  Professor  Seidler  believes 
tliat  in  the  future  management,  through 
presentations  direct  to  the  Securities  6- 
Exchange  Commission,  may  increasingly 
influence  accounting  principles— Ed. 

Sir:  Forbes  seems  to  be  advancing 
the  specious  theme  that  simplicity  is  al- 
ways virtuous.  The  legend  at  the  bottom 
of  any  certified  financial  statement  clear- 
ly states  that  the  notes  are  an  integral 
part  of  the  statements.  Your  article  im- 
plies that  accountants  should  shield  the 
investor  from  the  chore  of  reading  the 
financial  statement  in  full. 

—Albert  Kline,  CPA 
Philadelphia,  Pa. 

.  .  .  and  Taxes 

Sir:  I  was  glad  to  see  your  caution 
about  "the  Government  ought  to  do 
this"  {Fact  ir  Comment,  Oct.  1).  When- 
ever anybody  says,  "The  Government 
should  pay  for  that,"  I  always  say,  "You 
don't  really  mean  the  Government,  do 
you?  What  you  really  mean  is  the  tax- 
payer." 

—Gilbert  W.  Fitzhuch 

Chairman, 

Metropolitan  Life  Insurance  Co. 

New  York,  N.Y. 

Tobacco  Takes  a  Back  Seat 

Sir:  I  take  exception  to  "The  Lively 
Corpse"  (Forbes,  Sept.  15),  which  states 
that  none  of  the  tobacco  companies'  di- 
versification efforts  could  be  considered  a 
"noteworthy  triumph."  Since  Liggett  & 
Myers  began  its  long-term  diversification 
program  just  six  years  ago,  nontobacco 
sales  have  grown  from  zero  to  54*  of 
total  sales  (as  of  June  30,  1970),  and  to- 
day the  company  has  a  higher  percent- 
age of  nontobacco  sales  than  any  other 
major  cigarette  producer  in  the  U.S.  For 
(Continued  on  page  73) 


FORBES,    NOVEMBER    1,    1970 


Trends 

&  Tangents 


BUSINESS 


Inflation  Note 

President  Xixon  and  his  staff 
may  insist  that  inflation  is  begin- 
ning to  wane  and  that  belt-tighten- 
ing is  once  again  the  rule,  but  one 
group  has  yet  to  get  the  message. 
New  York's  ticket  scalpers  have 
raised  their  prices  by  some  20% 
since  last  season.  A  pair  of  prime 
tickets  to  Hair  now  cost  $50,  up 
from  $35  in  the  spring;  and  a  New 
York  Jets  football  ticket  now  goes 
at  $20  rather  than  last  season's  $15, 
even  though  the  |ets  have  been 
having  a  rough  time  this  year  (four 
losses  in  their  first  five  games). 
What  might  the  price  be  if  the  Jets 
and  the  economy  begin  to  make  a 
comeback? 

Everything  under  Control 

Computer-controlled  processes 
and  even  computer-controlled 
plants  are  common  enough  these 
class,  especially  in  continuous-proc- 
ess industries  like  oil  and  chemi- 
cals. But  now  computers  are  being 
put  to  the  task  of  controlling  many 
other  aspects  of  a  plant— tempera- 
ture and  humidity,  radiation  levels, 
sound  levels  and  the  like.  As  a  re- 
sult of  work  done  for  the  Atomic 
Energy  Commission's  Argonne  Lab- 
oratories, Motorola  has  come  up 
with  one  such  system.  Selling  at  a 
base  price  of  $24,000,  it  utilizes  a 
compact  digital  computer  to  regu- 
late nonprodui -tion-line  conditions 
in  as  man)  as  30  different  buildings 
from  one  central  point. 

Please  Let  It  Ring  .  .  . 

Some  of  the  largest  telephone 
companies  have  finally  decided  to 
look  for  outside  assistance  in  tack- 
ling their  mounting  service  prob- 
lems—that is,  they  are  hiring  small- 
er companies  to  help  them  provide 
what  they  cannot.  As  a  result,  the 
harder  it  is  for  you  to  place  a  call, 
the  more  profitable  it  is  for  com- 
panies like  Burnup  &  Sims  Inc., 
which  installs  and  maintains  tele- 
phones for  companies  like  ITT, 
General  Telephone  &  Electronics 
and  Southern  Bell,  a  part  of  the 
Bell  System.  The  only  national  com- 
pany in  the  field,  operates  in  29 
states  and  the  Caribbean,  gets  65% 
of  revenues  from  such  services. 

. J 


Blindfold  your  secretary 

and  find  out  if  the  towels 

you're  using  are  as  soft 

as  Fort  Howard's. 


The  softer  the  towel,  the  better 
the  quality.  Today  all  quality  towels 
have  good  absorbency  and  wet 
strength.  The  difference  between 
good  quality  towels  and  top  quality 
towels  is  softness. 

Softness  is  a  personal  thing. 
There  are  laboratory  tests  to  tell 
you  which  is  the  softer  towel. 

But  laboratories  don't  use  tow- 
els, people  do.  And  they  use  softer 
towels  longer.  So  they  use  less. 

And  when  it  comes  to  softness 
our  Palmer*  Handifold*  towel  is  the 
softest  C-fold  towel  you  can  buy. 

Test  it  yourself.  Blindfold  your 


secretary.  Then  give  her  a  Palmer* 
Handifold*  towel  and  one  of  the 
towels  you're  now  using.  Ask  her  to 
rub  them  between  her  fingers  and 
tell  you  which  one's  softer.  She'll 
probably  choose  the  Fort  Howard 
towel. 

Need  a  blindfold?  Write  us  on 
your  business  letterhead  and  we'll 
send  our  man  over  with  a  "Softness 
is  a  Personal  Thing"  test  kit. 

It  contains  a  blindfold  and  a 
sample  of  Palmer*  Handifold*  tow- 
els. Everything  you  need  to  make 
the  test. 

Except  the  secretary.      ^^^ 


Fort  Howard  Paper 

Green  Bav.  Wisconsin  54305  ■ 


Green  Bay,  Wisconsin  54305  I 
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in  San  Diego  for 
those  who  cherish 
elegance  and  service. 

The  Westgate  Plaza  Hotel  is  the 
most  lavish  hotel  built  in  the 
twentieth  century.  Antiques  and 
custom-crafted  furniture  grace  its' 
twenty  floors  of  luxury.  It  is  in  the 
heart  of  downtown  San  Diego 
across  the  street  from  the  civic 
theatre  and  convention  center,  yet 
only  10  minutes  from  the  airport. 
Cuisine  and  service  are  without 
peer. 

If  you're  not  planning  a  trip  to 
San  Diego  soon,  then  maybe  you 
should.  The  Westgate  Plaza  is 
reason  enough.  Rates  from  $26. 

A»    Luxury  suites  with 
¥tufe¥  personal  butler  service 


^»-_^  anu  ocean  view. 

"Westgate  Vlaza  3fotel 

1055  Second  Avenue     San  Diego  92101 
(714)  232-5011 

Instant  toll  free  reservations  (800)  228-9290 
or  phone  your  travel  agent 


A  Property  of  WesteateCalilorma  Corporation 


Statement  by  Forbes  Magazine 
On  Article  Concerning  Kinney  National  Service,  Inc. 


Forbes  wishes  .to  correct  cer- 
tain statements  and  conclusions  in 
the  article  on  Kinney  National 
Service,  Inc.  published  by  Forbes 
in  its  issue  of  June  1,  1970,  and  to 
dispel  any  mistaken  impressions 
that  may  have  resulted. 

Forbes  did  not  state  nor  in- 
tend to  imply  that  Kinney  lacks 
liquidity  or  is  not  a  viable  com- 
pany or  that  Kinney's  accounting 
procedures  are  improper. 

Forbes  recognizes  that  Kin- 
ney's stock  has  a  substantial  book 
value;  that  Kinney's  reported  per- 
share  earnings  for  the  nine  months 
ended  June  30,  1970,  are  approx- 


imately 18%  ahead  of  Kinney's 
earnings  for  the  corresponding  pe- 
riod ui  year  ago;  that  Kinney  has 
consistently  followed  generally  ac- 
cepted accounting  principles;  and 
-that  Kinney's  annual  financial 
statements  have  always  been  ac- 
companied by  unqualified  "clean 
certificates"  of  Arthur  Young  & 
Company. 

Forbes  further  states  that  it 
did  not  intend  to  imply  that  Kin- 
ney is  linked  with  the  Mafia  and 
did  not  intend  to  imply  that  Kin- 
ney's officers  or  directors  are  men 
of  other  than  good  reputation  and 
integrity. 


Trends 

&  Tangents 

Franchisee!  Pollution 

Add  this  year's  pollution  fad  to 
the  franchising  game  of  past  years, 
and  the  result  could  be  a  profit- 
able new  business.  So  hopes  New 
York  Testing  Laboratories,  Inc.  in 
offering  the  first  consulting  fran- 
chise to  professional  engineers  in- 
terested in  pollution-control  work. 
For  a  825,000  initial  investment, 
the  franchisee  gets  an  exclusive  ur- 
ban territory  as  part  of  a  package 
deal  that  includes  equipment,  con- 
sulting, training  and  laboratory 
backup.  NYTL  figures  that  a  "self 
starter"  could  gross  upward  of 
$80,000  in  the  first  year. 

It  Takes  a  Silver  Bullet 

Video  cartridges,  once  dreamed 
of  as  an  alternative  to  fluff  TV  pro- 
gramming, also  have  a  nightmare 
element.  In  a  deal  with  Cartridge 
TV,  Inc.,  American  International 
Pictures  is  bringing  the  golden  gories 
of  the  Fifties  to  your  living  room. 
Chosen  for  their  "home  appeal," 
the  first  group  of  15  films  includes 
J  Was  a  Teenage  Werewolf,  Blood 
of  Dracula,  The  Spider,  and  Ma- 
chine Gun  Kelly.  Mr.  Hyde  would 
be  pleased. 

Powdered  Action 

While  athletes  quenched  their 
thirst  with  so-called  "action"  drinks 
like  Quickick,  Gatorade  and  Sport- 
ade,  off-the-road  bulls  chewed  peb- 
bles. The  easy-riding  general  inn 
can    now    tarry    a    2-OZ.    packet    of 


powdered  Gatorade  that  makes  a 
quart  when  mixed  with  water  from 
"a  cool  stream  or  well."  The  mix- 
ture, a  solution  of  glucose  and  salts 
similar  to  the  extracellular  fluids  of 
the  body,  is  easily  absorbed  for 
quick  energy.  Maker  Stokely-Van 
Camp  hopes  it  is  also  easily  ab- 
sorbed by  the  motorcycling  market, 
and  is  distributing  the  packets 
through  a  distributor  of  specialty 
motorcycle  parts. 

Harbinger? 

The  Wisconsin  Supreme  Court, 
in  a  case  against  J.C.  Penney  Co., 
has  ruled  that  Penney's  VA%  month- 
ly interest  rate  on  revolving  charge 
accounts  exceeds  the  12%  annual 
maximum  permitted  by  Wiscon- 
sin's usury  statute.  Penney  will  drop 
its  rate  to  1%  in  Wisconsin  as  a 
result  of  the  decision,  which  is  ex- 
pected to  apply  to  nearly  all  other 
retail  revolving  credit  plans  and 
possibly  bank  credit  cards  as  well 
in  that  state.  The  big  question  is 
whether  the  Wisconsin  ruling— a 
number  of  other  states  have  12% 
interest  maximums  like  Wisconsin's 
—will  touch  off  a  rash  of  challenges 
across  the  country. 

Bubble,  Bubble,  Toil  &  Trouble 

Selling  soap  is  so  tough  a  mar- 
keting job  that  even  the  pollution 
scare  is  being  used  by  companies 
striving  for  individuality  in  their 
products.  After  years  of  detergent 
powders  ballyhooed  as  containing 
enzymes,  additives,  whiteners  and 
brighteners,  products  are  begin- 
ning to  appear  that  are  guaranteed 
(Continued  on  page  72) 
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HOW  DOES 

THIS  BOOK 

START? 

"You  can  earn 
$50,000  a  year  by 
playing  poker  .  .  . 
yes,  even  more  if  you 
want  to.  Any  man  or 
woman  can  get  rich 
by  applying  the 
Advanced  Concepts 
of  Poker. 

This  book  is  for  the 
penny-ante  novice  as 
well  as  the  profes- 
sional poker  player; 
it  is  for  anyone  who 
will  ever  pick  up  a 
poker  hand.  Once 
familiar  with  the 
Advanced  Concepts 
of  Poker,  your  only 
limitation  in  winning 
money  is  the  extent 
you  choose  to  apply 
these  concepts. 

What  is  your  goal  in 
poker?  Do  you  want 
to  get  rich,  be  the 
biggest  winner  in 
the  game,  gain  con- 
fidence, punish  an- 
other player,  or  just 
have  more  fun?  De- 
fine what  you  want, 
then  increasingly 
apply  the  Advanced 
Concepts  of  Poker 
until  you  reach  your 
goal.  How  far  should 
you  go?  .  .  .  That 
depends  on  you  and 
your  goals." 

HOW  DOES 

THIS  BOOK 

END? 

"John  Finn  gains  a 
large  income  by  ap- 
plying the  Advanced 
Concepts  of  Poker. 
By  maintaining  the 
above  system  of 
games,  he  will  earn 
over  $1,000,000  from 
poker  over  the  next 
twenty  years." 


WHY  IS  THIS  BOOK 

BECOMING  AN  INTERNATIONAL 

BEST  SELLER? 


POKEB 


Why  are  thousands  of  poker  players  from  all  over 
the  world  quietly  buying  this  book?  Why  are  non- 
poker  players  starting  to  buy  this  book?  What  is  so 
valuable  about  this  book?  Consider  what  the  review- 
ers are  saying:-  fr 

But  more  important,  consider  what  those  who  have 
paid  hard  cash  for  this  book  are  saying: 
"Outstanding!  Changed  me  from  a  consistent  loser 
to  a  consistent  winner!"  G.E.,  Tennessee 

"The  most  super/or  poker  or  psychological  book  I 
ever  read.  It  actually  increased  my  winnings  without 
getting  better  cards."  N.S.,  New  Jersey 

"A  real  eye-opener.  Over  and  beyond  knowledge  of 
odds  and  proper  play."  M.B.,  Florida 

"Terrific  book!  Send  me  one  more."  J.O.,  New  York 
"Returned  many  times  the  price  of  the  book." 

J.D.,  Missouri 
"Excel/ent  book.  /  recommend  it  to  any  poker 
player!"  D.R.,  Connecticut 

"The  entertainment  value  of  the  book  far  exceeds 
its  cost,  even  to  a  non-poker  player."  H.C.,  Maryland 
"Have  read  it  3  times.  Very  readable — even  for  those 
who  couldn't  care  less  about  poker."  R.C.,  Washington 
"One  of  the  most  intelligently  written  books  /  have 
ever  read — regard/ess  of  the  subject."  A.S.,  New  York 
"Informative  and  interesting  but  above  all,  inspiring." 

R.M.,  New  York 
"Excellent  application  of  one-upmanship  to  poker. 
Already  paid  for  in  $  and  pleasure  of  observation." 

N.W.,  Texas 
"Vastly  superior  to  other  books  published." 

E.G.,  Illinois 
"Very  interesting  and  informative;  a  good  insight  into 
human  behavior — and  greed."  W.B.,  California 

"/  have  read  your  poker  manual  with  great  enthus- 
iasm. Most  of  the  prevailing  poker  books  attempt  to 
tell  you  how  to  play  poker,  yours  tells  you  how  to 
win  money."  S.V.,  Texas 

"Best  book  of  its  kind."  M.L.,  New  York 

"Of  all  the  poker  books  /  have,  I  find  this  one  the 
most  knowledgeable,"  L.R.,  New  York 

"The  most  vividly  realistic  book  I've  read. "J. S.,  Illinois 
"Interesting — Grim — Realistic."  J.C.,  Texas 

"A  wealth  of  new  ideas  and  concepts."  F.L.,  New  York 
"Something  very  novel  and  original  in  Poker  Manuals. 
Very  enlightening  and  enjoyable."  I.F.,  California 

"The  best  book  on  poker  that  I  have  ever  read." 

F.L,  California 
"/  can  recall  losing  money  in  games  where  the  tech- 
niques Dr.  Wallace  describes  were  used  against  me. 
After  reading  the  book,  I  am  gradually  applying 
Wallace's  principles  to  my  game,  with  100%  suc- 
cess so  far!"  J.S.,  Colorado 
"Most  realistic  of  all  poker  books  /  have  ever  seen." 

W.L.,  Virginia 
"Excellent.  As  useful  a  poker  book  as  I've  ever  read 
— and  I've  read  every  one  I've  ever  seen." 

Dr.  D.B.,  Texas 
"Thank  you  for  writing  such  an  outstanding  book  on 
poker.  I  have  found  it  literally  invaluable." 

A.W.,  New  York 
"The  book  is  fantastic."  M.W.,  Texas 

THESE  UNSOLICITED  TESTIMONIALS  ARE  IN  WRIT- 
ING AND  ON  FILE  IN  OUR  OFFICE. 
NOTE:  This  book  is  not  only  crucial  to  poker  players, 
but  is  important  to  all  individuals  interested  in  the 
principles  of  maximizing  money-making  situations  .  .  . 
while  remaining  impeccably  honest. 
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POKER 

A  GUARANTEED 
INCOME  FOR  LIFE 

by  using  the 

ADVANCED  CONCEPTS 
OF  POKER" 


3rd  LARGE  PRINTING 


AVAILABLE  FOR  IMMEDIATE  DELIVERY 
Rx  Sports  and  Travel  Reports: 
"A  lot  of  people  who  have  always  figured  themselves 
to  be  poker  players  are  going  to  find  they  belong 
with  the  ribbon  clerks  before  they  've  read  two  pages 
of  a  new  book  by  a  plain-talking  scholar.  " 

•  "Starts  in  where  the  other  poker  manuals  fold.  " 

•  "Dr.  Wallace  demolishes  many  a  cherished  poker 
rule  of  thumb. " 

•  "If  you  're  a  poker  player,  this  book  would  have  to' 
be  the  best  $12.50  investment  you've  made.  " 


This  100,000-word  manual  is  now  available  aftei 
many  years  ol  preparation  by  Frank  R.  Wallace,  PhD. 
This  book  shows,  step  by  step,  how  you  can  win 
considerable  money  by  applying  the  "Advanced  Con- 
cepts of  Poker  ".  Thousands  of  players  from  all  over 
the  world  are  quietly  buying  this  book.  This  is  what 
reviewers  are  saying: 

"Cutthroat.  May  shock  the  casual  reader.  One  of  the 
most  readable  and  informative  volumes  to  appear. ' ' 
New  Haven  Register 
"A  valuable  eye  opener.  " 

The  Providence,  Vancouver,  B.C. 
"Presumably  unobtainable  at  Las  Vegas.  " 

Milwaukee  Journal  and  King  Features  Syndicate 
"If  poker  is  your  thing,  then  this  is  your  book." 
Bookman's  Weekly 
"Concentrates  on  the  most  important  aspect- 
winning!"  The  Book  Exchange,  London 
"Shows  how  to  psycho-poker-analyie  opponents, 
how  to  read  them,  and  how  to  milk  them  to  their 
lest  dollar. " 

American  Bridge  Teachers  Association  Quarterly 
"Designed  tor  players  who  want  to  make  poker  a 
means  ol  livelihood.  "  Rouge  et  Noir  News 

HERE  ARE  A  FEW  OF  THE 
120  ADVANCED  CONCEPTS  REVEALED: 

•  How  to  be  an  honest  player  who  cannot  lose  at 
poker. 

•  How  to  increase  your  advantage  so  greatly  that 
you  can  break  most  games  at  will. 

•  How  to  avoid  winning  too  fast. 

•  How  to  extract  maximum  money  from  opponents. 

•  How  to  keep  big  losers  in  the  game. 

•  How  to  drive  winning  players  from  the  game. 

•  How  to  lie  and  practice  deceit.  (Only  in  poker 
can  you  do  this  and  remain  a  heroic  gentleman.) 

•  How  to  see  unexposed  cards  without  cheating. 

•  How  to  remember  all  exposed  cards  and  ghost 
hands. 

•  How  to  read  closed  hands  of  opponents. 

•  How  to  beat  dishonest  players. 

•  How  to  control  the  rules. 

•  How  to  stimulate  poor  attitudes  in  opponents. 

•  How  to  make  a  good  player  disintegrate  into  a 
poor  one. 

•  How  to  manipulate  opponents  through  distrac- 
tions and  hypnosis. 

•  How  to  locate  or  create  new  games  for  bigger 
profits. 

•  How  to  operate  Major  and  Minor  League  games 
with  a  Farm  System. 

Any  or  all  of  the  120  "Advanced  Concepts  of  Poker" 
can  be  mastered  by  using  the  unique  DTC  technique, 
which  will  allow  you  to  control  poker  games  and  their 
players. 

In  addition  to  olfering  these  powerful,  money-making 
concepts,  this  book  is  an  in-depth,  definitive  treatment 
of  poker.  The  appendix,  for  example,  contains  the  most 
complete  glossary,  bibliography,  history  ,  .  .  and  the 
only  accurately  defined  tables  of  odds  ever  published. 

And,  very  important,  the  fundamental  errors  em- 
braced by  the  133  poker  books  published  in  the  past 
ninety  years  are  systematically  pointed  out  in  this  radi- 
cally dilferent  book. 

This  book  is  also  crucial  for  defense  ...  for  protection 
against  players  secretly  using  these  concepts  to 
extract  your  money. 

You  can  buy  this  $12.50  hardbound  book  from 
the  publisher  for  $9.95  (postpaid)  until  12/30/70. 

I  &  O  PUBLISHING  COMPANY 

901  Washington  St.,  Wilmington,  Delaware  19801 

□  Enclosed  is  my  check  or  money  order  for  $9.95 
for  POKER,  A  GUARANTEED   INCOME  FOR  LIFE. 

□  Enclose  Gift  Card       □  Master  Charge 

□  Chg.  Diners  Club       □  Chg.  American  Express 

Account  #- 

NAME  

STREET    

CITY  

STATE ZIP  : 

(10-day  money-back  guarantee)  [ 

lm     Each  manual  shipped  in  non-identifying  carton. 
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Westinghouse  growth  report: 
Electric  power  market 


"In  1964,  Westinghouse  Power  Sys- 
tems sales  were  slightly  over  $500 
million.  In  1969,  they  were  over  $1 
billion.  Our  after-tax  earnings  were 
$50.6  million  in  1969.  Over  the  next 
five  years,  we  expect  a  60%  sales 
growth— this  based  largely  on  orders 
we  have  now.  Because  of  the  high 
efficiency  of  our  new  plants,  we  ex- 
pect the  earnings  improvement  will 
be  greater  yet." 


President 

Westinghouse  Power  Systems 

October  1,1970 


$3.2  Billion  Backlog 

Since  1967,  Power  Systems  has  in- 
vested $286  million  in  new  plants, 
and  expanding  and  modernizing  ex- 
isting plants.  In  1970-71,  another  $214 
million. 

To  make  this  profitable,  Westing- 
house Power  Systems  has  $3.2  billion 
on  the  books.  Most  is  for  long  lead 
time  items:  large  turbine  generators, 
nuclear  reactors,  nuclear  fuel.  Deliv- 
eries will  continue  through  1975. 

With  the  high  efficiency  of  the  new 
Westinghouse  plants,  these  should  be 
highly  profitable  orders.  Among  the 
major  new  facilities  are  plants  to  man- 
ufacture nuclear  turbines,  compo- 
nents, steam  generators  and  fuel;  and 
small  power  transformers. 


WESTINGHOUSE  IS  THE 
-LEADER  IN  NUCLEAR  POWER 

Westinghouse  designed,  built  and 
fueled  the  first  commercial  nu- 
clear plant  in  the  U.S. 

Since  then  we  have  produced 
and  put  in  operation  commercial 
nuclear  plants  with  more  mega- 
watts of  capacity  than  any  other 
company. 

The  nuclear  orders  now  on  our 
books  include  16  plants  of  1,000 
megawatts  or  more— the  size  ex- 
pected to  dominate  in  the  '70s 
for  reasons  of  economy. 


Westinghouse  Increases  Lead 
In  Nuclear  Fuel 


Example  of  manufacturing  cost  reductions 
from  our  new-plant  program.  This  machin- 
ing center  replaces  six  large  conventional 
machine  tools.  It  machines  nuclear  tur- 
bine components  weighing  up  to  100,000 
pounds  with  one  setup  instead  of  six. 


For  ten  successive  years,  Westinghouse 
nuclear  fuel  has  produced  more  commer- 
cial power  than  any  other  company's.  We 
expect  our  1970  billings  for  nuclear  fuel 
to  be  one-third  higher  than  1969. 


Our  Power  Business 
Gets  Less  Cyclical 


50  GW 


25  GW 


U.S.  Turbine 
Generator  Orders 


US.  Turbine 
Generator  Shipments 


1965  1975 

Source.  Edison  Electric  Institute 


Turnaround 
In  Turnkey  Losses 


The  transmission  and  distribution 
parts  of  our  business  grow  at  a  steady 
rate;  turbine  generator  orders  fluctu- 
ate. Nevertheless,  Westinghouse  tur- 
bine generator  billings  will  be  quite 
stable  in  the  '70s.  The  long  lead  time 
of  today's  large  units  straightens  our 
billing  curve. 
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In  1965  and  1966,  Westinghouse  (and 
competition)  took  turnkey  orders  for 
nuclear  generating  equipment.  At  firm 
prices.  Construction  costs  sky- 
rocketed; we  all  lost  money.  This 
year,  finally,  four  of  our  turnkey  plants 
will  be  completed— two  running  and 
two  ready  for  fueling— by  year  end. 

Foreseeable  construction  overruns 
have  been  charged  against  income  as 
we  built  these  plants.  One  of  our  last 
two  turnkey  plants  is  scheduled  for 
completion  in  October,  1971;  the 
other  in  March,  1973. 
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New  growth  prospects: 


Air  Conditioning  Growth 
Expands  Power  Market 


Traditionally,  U.S.  electric  generating 
capacity  doubles  every  ten  years.  It 
now  appears  that  the  next  doubling 
will  happen  in  eight.  The  biggest  rea- 
son is  the  growth  in  air  conditioning. 

In  1960,  less  than  15%  of  U.S.  homes 
had  air  conditioning.  In  1969,  the  fig- 
ure was  over  40%.  By  1980,  we  fore- 
cast 80%  of  U.S.  homes  will  have  air 
conditioning. 

Despite  all  the  increase  of  generating 
capacity  expected  by  1980,  on  a  hot 
day  that  year,  air  conditioning  alone 
will  require  21%  of  the  total  U.S.  gen- 
erating capacity. 


Nuclear  market  up, 
Lead  time  down 

1969  was  thin  in  nuclear  power  plant 
orders.  Not  1970.  Through  September 
of  this  year,  worldwide  nuclear  orders 
totalled  about  a  fourth  higher  than  in 
all  of  1969. 

One  reason  is  that,  with  new  nuclear 
manufacturing  facilities,  the  long  de- 
livery delays  of  the  past  can  be 
avoided.  For  example,  our  last  five 
nuclear  plants  averaged  51  months 
from  order  to  startup.  Westinghouse 
is  now  quoting  62-month  delivery  of 
1 100-megawatt  plants. 


New  Generating  System, 
New  Gas  Turbine  Market 

A  new  Westinghouse  generating  sys- 
tem has  a  fuel  efficiency  higher  than 
all  but  the  largest  conventional  steam 
plants,  a  much  lower  capital  cost-per- 
kilowatt,  and  a  present  delivery  cycle 
of  20  months. 

A  240-megawatt  "combined  cycle" 
unit  uses  two  standard  gas  turbines  of 
58  megawatts  each,  the  largest  indus- 
trial units  on  the  market.  Their  hot 
exhaust  helps  generate  steam  for  a 
standard  low-pressure  steam  turbine, 
making  use  of  heatwhich  would  other- 
wise be  wasted.  The  combined  system 
generates  a  kilowatt-hour  of  elec- 
tricity on  less  than  9,000  BTU. 

Though  the  unit  can  go  on  line  fast 
enough  for  peaking,  it  is  so  efficient 
that  utilities  will  probably  use  it  to 
increase  basic  generating  capacity. 
This  is  a  new  use  for  gas  turbines,  and 
offers  Westinghouse  the  potential  of 
large  increases  in  gas  turbine  sales. 


Coal,  Oil,  Gas  Problems 
Strengthen  Nuclear  Future 

$8 
$6 
$4 

Average  coal  price              / 
at  the  mine                         / 

Source:  Bureau  of  Labor  Statistics 

1964                                                              1970 
(August 

The    coal    that    generates    more 
than  half  the  country's  electricity 
rose  from  an  average  price  per 
ton  of  $6.05  in  1969  to  $8.42  this 
August.  Gas  is  not  available  for 
industrial    uses    in    many    areas. 
There  is  a  shortage  of  the  low- 
sulphur  grades  of  residual  oil  re- 
quired to  prevent  pollution. 

In  contrast  to  this  inflationary  pic- 
ture, Westinghouse  fabricates  nu- 
clear fuel  on  long  term  contracts 
on  a  descending  price  scale.  Even 
with   escalation,  we   expect   the 
price  of  nuclear  fuel  to  stay  about 
level  over  the  70s. 

Copperless  Wonder 


A  new  Westing- 
house distribution 
transformer  has 
coils  made  of  alu- 
minum  cast  in 
epoxy,  rather  than 
of  the  usual  copper. 

Beside  eliminating 
the  four  main 
causes  of  trans- 
former failures,  the 
new  aluminum  coil 
promises  a  degree  of  protection 
against  rising  costs:  copper  prices 
tripled  over  the  past  three  years. 

Most  major  U.S.  utilities  have  test 
quantities  of  the  new  transformer  on 
their  lines  now. 

A  further  improvement  has  been  ex- 
tensively tested  and  is  being  pro- 
duced for  large  scale  field  tests  by 
customers.  With  the  aluminum  coil 
embedded  in  a  block  of  insulating 
epoxy,  it  has  proved  practical  to  cool 
the  coil  with  air  rather  than  with  the 
usual  insulating  oil.  For  electric  utili- 
ties, eliminating  the  oil  has  both  cost 
and  safety  advantages. 

The  copperless  transformer  is  ex- 
pected to  substantially  increase  the 
Westinghouse  share  of  the  $300  mil- 
lion distribution  transformer  market. 


You  can  be  sure.Jf  it's  Westinghouse 
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What  amazes  most  people 
about  this  new  copier, 

isn't  that  it  uses  one-third 
less  floor  space, 

isn't  that  it  prints  over  40 
copies  per  minute, 

isn't  that  it  costs  40%  less, 

isn't  that  it  runs  on  regular 
110  volt  current, 

isn't  that  it  uses  new  light- 
weight paper. 

It's  that  Xerox 
didn't  make  it. 
GAFdid. 


r 


GAF  Corporation,  Office  Systems  Division,  Copier  Products 
140  West  51  Street,  Dept.  FK,  New  York,  N.Y.  10020 

□  Please  send  me  information  about  the  GAF®  800  Copier 

□  I'd  like  to  see  the  GAF  800  Copier 

Name 


Company_ 
Telephone. 
Address 


City. 


.State. 


.Zip. 


The  GAF  800  copier/duplicator 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


BUSINESS   IS  GOING  TO  GET  BETTER 


But,  as  we've  been  saying,  don't  hold  your  breath  un- 
til it  happens.  With  the  elections  about  to  be  over,  Wash- 
ington's embarrassing  effort  to  talk  the  economy  up  can 
stop.  For  a  while  anyway,  the  Administration's  business- 
wise  members  can  analyze  with  candor  and  can  the 
conning, 

At  the  moment  there's  more  money  around  tor  financing 
business  growth  than  has  been  available  in  a  long  time, 
and  at   less  cost  to  would-be  borrowers.  The  trouble  is, 


though,  that  there  are  less  would-be  borrowers  because 
most  corporations  have  battened  down  present  spending 
and  future  plan-spinning  until  things  look  more  up.  Any- 
way, financing  that  looming  $15-billion-$20-billion  federal 
deficit  will  soak  up  quite  a  bit  of  the  country's  loose  change. 

Oh,  indeed,  business  is  going  to  get  better. 

It's  just  a  wee  question  of  When. 

(Stay  tuned  to  Forbes  for  the  answer  which  will  be 
forthcoming  as  soon  as  we  can  think  one  up.) 


HAS  ANYBODY  DONE  ANYTHING  ABOUT  IT? 


Remember  some  time  ago  when  air-traffic  controllers 
were  wreaking  havoc  with  airline  schedules  to  call  atten- 
tion to  the  crying  need  for  more  attention  to  some  of  their 
dire  difficulties? 


Do  you  suppose  that  in  the  meantime  any  Respon- 
sible Ones  in  the  Federal  Aviation  Administration  have 
done  much  or  anything  to  implement  the  recommended 
improvements? 


LET  'EM  ADVERTISE 


Lawyers  are  not  supposed  to  advertise. 

So  how  do  they  acquire  a  Name  and  the  clients  that  a 
Name  attracts?  They  run  for  public  office  or  enter  pol- 
itics on  the  appointive  level  and  get  their  names  all  over 
the  paper  and  TV,  mostly  for  free. 

On  more  esoteric  grounds,  some  lawyers  are  seeking  to 
change  the  prohibition  against  lawyer  advertising.  The  rest 
of  us  might  do  well  to  support  the  change  on  the  prop- 
osition  that   the   public  interest  would   better  be   served 
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if  there  were  fewer  lawyers  in  public  office. 

The  great  majority  of  the  great  majority  of  law-mak- 
ing bodies  in  this  country  are  lawyers.  They  pass  laws  by 
the  bucketful,  which  require  lawyers  by  the  bucketful 
who  collect  bucketsful  of  coin  from  the  rest  of  us  for  ad- 
vice on  how  to  comply  or  how  to  avoid  complying  with  all 
the  stuff  they  pass. 

I  say,  let  'em  advertise  like  any  other  souls  and  we'll 
all  be  better  off. 
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ONE  TO  SELL 


People  ofttimes  ask  me,  "What's  a  good  stock  to  buy?" 
and/ or  "What's  a  good  stock  to  sell?" 

I  always  beg  oft  answering  with  any  specifics  on  the 
basis  that  we  make  some  of  our  money  selling  such  ad- 
vice ( not  following  it) . 

But  here's  a  case  where  I'd  either  dump  the  stock  or 
dump  the  president  or  dump  the  president's  scriptwriter 
or  dump  all  three:  In  a  brief  statement  to  common  share- 
holders accompanying  a  nickel  dividend,  the  Rig  Fish  of 
an  Ohio  outfit  called  Beasley  Industries  Inc.  reported  his 
outfit's  slowdown  thusly— 

"Your  Company's   continued   forward   progress 


as  previously  reported  has  been  stabilized  by  the 
adverse  business  conditions  created  by  the  general 
economic  slowdown  occurring  during  the  first  half 
of  the  1970  calendar  year.  As  many  companies 
must  do  during  such  periods,  your  management 
has  allocated  the  tools  of  human  talent  and  finan- 
cial resources  to  a  minimization  of  any  adverse  ef- 
fect as  a  result  of  "general  economic  conditions  on 
the  planned  long  range  growth  of  your  Company 
in  a  growing  industry." 
The  guy  who  wrote  that  could  and  probably  should  be 
a  scriptwriter  for  Bob  Hope. 


PICKING    (UP)    A  BONE 

Maybe  it's  a  result  of  not  having  read  etiquette  books; 
maybe  it's  gluttony;  or  maybe  it's  a  result  of  Scottish  heri- 
tage, but  I  think  it's  nearly  a  crime  and  certainly  a  mis- 
demeanor not  to  pick  up  and  finish  chicken  bones  or  chop 
bones  or  spare  ribs— after,  of  course,  you've  done  all  that's 
feasible  with  knife  and  fork. 

This  observation  is  not  as  irrelevant  to  the  Economy  as 
a  few  of  you  more  superficial  analysts  might  think.  Imag- 
ine how  much  less  meat  and  fowl  would  have  to  be  bought 
and  the  effect  of  this  lessened  demand  on  the  food  price 


index  if  all  the  picky,  pecky  and  prudy  eaters  ate  all 
there  was  to  eat  on  what's  set  before  them. 

While  Henry  VIII  and  Tom  Jones  may  have  overdone 
the  finger  bit,  just  watch  Louis  XIV  at  that  famed  Court 
of  Manners  at  Versailles  go  about  the  business  of  eating  in 
Roberto  Rossellini's  fabulous  film.  The  Rise  of  Louis  XIV. 

The  timid  and  the  fearful  can  be  persuaded  on  the  ba- 
sis of  patriotism:  Ry  picking  up  the  bone,  they  are  help- 
ing fight  inflation  by  ending  waste  in  every  sense  except 
the  waist. 


A  THOUGHT 

The  editor  of  the  "Thoughts"  page  passed  on  to  me  this  memorandum:  "I  thought 
perhaps  you  might  be  interested  in  this  for  your  editorial  page."  The  Thought— 


As  nearly  everyone  knows,  an  executive  has  prac- 
tically nothing  to  do,  except  to  decide  what  is  to 
be  done:  to  tell  somebody  to  do  it;  to  listen  to 
reasons  why  it  should  not  be  done,  why  it  should 
be  done  by  someone  else,  or  why  it  should  be 
done  in  a  different  way;  to  follow  up  to  see  if 
the  thing  has  been  done;  to  discover  that  it  has 
been  done  incorrectly;  to  point  out  how  it  should 
have  been  clone;  to  conclude  that  as  long  as  it  has 
been  done,  it  may  as  well  be  left  where  it  is;  to 
wonder  if  it  is  not  time  to  get  rid  of  a  person 
who  cannot  do  a  thing  right;  to  reflect  that  he 

BLAH  BLAH 

Zsa  Zsa,  Ltd.,  a  24-month-old  cosmetics  outfit  headed 
by  the  age-old  Gabore  herself,  recently  filed  a  Chapter  11 
proceeding  under  the  Federal  Bankruptcy  Act.  At  the 
time  Gulf  &  Western  was  reportedly  interested  in  buying 
the  bag. 

Commented  Miss  Hungary  of  1936,  with  unconsciously 
devastating  wit: 

"Nothing  at  all  is  wrong  at  our  company.  We  need 
to  reorganize  the  management  and  we  need  more 
money.  I  think  we  need  ,i  genius  like  Mr.  Bluhdorn 
to  do  both  things  for  us." 


probably  has  a  wife  and  a  large  family,  and  that 
certainly  any  successor  would  be  just  as  bad, 
and  maybe  worse;  to  consider  how  much  simpler 
and  better  the  thing  would  have  been  done  if  one 
had  done  it  oneself  in  the  first  place;  to  reflect 
sadly  that  one  could  have  done  it  in  twenty  min- 
utes, and  as  things  turned  out,  one  has  to  spend 
two  days  to  find  out  why  it  has  taken  three  weeks 
for  someone  else  to  do  it  wrong. 

—Attributed  to  John  L.  McCaffrey,  some 
time  ago  CEO  of  International  Harvester. 

BY  ZSA  ZSA 

In  that  same  interview  Miss  Gabore  described  her  ex- 
pensive cosmetics  line  as  using  "some  old  family  secrets" 
from  Hungary.  The  formula  obviously  must  involve  large 
quantities  of  that  prevalent  chemical  formula— abbreviat- 
ed as  RS. 


IT  TAKES   MONEY 

Only  the  inordinately  rich  can  afford  unbridled  pes- 
simism. The  rest  of  us  must  look  for  silver  linings  in  the 
blackest  clouds. 
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—Malcolm  S.  Forbes, 

Editor-in-Chief 


If  someone  robs  you 

over  the  weekend, 

you  can  catch  him  in  40  minutes. 


With  the  Panasonic  Time  Lapse 
Video  Tape  Recorder,  you  can 
capture  48  hours'  worth  of  hap- 
penings on  one  reel  of  Va-inch 
tape.  That  plays  back  in  40  min- 
utes. And  gives  you  an  indispu- 
table record  of  every  single  thing 
that  went  on  in  front  of  the  cam- 
era. Whether  it  was  a  thief  steal- 
ing diamonds  or  blueprints.  Or  a 
guard  just  checking  the  safe. 

But  Panasonic  didn't  invent 
this  new  video  tape  recorder  for 
you  to  use  just  over  the  week- 
ends. You'll  find  it  invaluable  for 
use  during  the  week.  To  keep  an 
eye  on  places  where  you  can't 
keep  yours.  Like  storerooms 
where  valuable  equipment  is 
stocked.  Backrooms  where  securi- 
ties are  handled.  In  banks  and 
hotels  near  safes.  In  laboratories 
and  hospitals  where  drugs  are 
stored.  For  all  sorts  of  "eye  spy" 
including  prevention  and  detec- 
tion of  industrial  espionage. 

And  you  can  use  the  tape 
over  and  over  again.  (Try  that 
with  film.)  If  you  want  to  repro- 
duce something  you've  caught  on 
the  tape,  you  can  make  prints 
that  are  clear  and  exceptionally 


well  defined.  That's  because 
Panasonic's  exclusive  Hot  Pressed 
Ferrite  recording  heads  record 
with  much  greater  precision  (also 
last  almost  twice  as  long)  than 
ordinary  tape  heads. 

When  you're  not  catching 
robbers,  you  can  be  teaching  em- 
ployees. There's  nothing  like  "in- 
stant replay"  to  help  that  bright 


young  trainee  or  clerk  see  the 
error  of  his  ways.  And  you  don't 
have  to  be  an  engineer  to  operate 
our  Time  Lapse  Model  NV-8020. 
If  you  can  push  buttons,  you  can 
work  the  whole  works. 

Panasonic  makes  more  types 
of  video  tape  equipment  than 
anyone.  For  just  about  any  use 
you  can  think  of.  And  we  don't 
just  assemble.  We  make.  Every 
vital  part  of  every  piece  of  our 
equipment  comes  out  of  one  of 
our  factories.  Not  from  somebody 
else's.  And  we  back  it  all  with  a 
program  that  helps  you  plan  and 
implement  each  system  as  well  as 
service  all  the  hardware. 

Let  a  Panasonic  Representa- 
tive show  you  how  one  of  our 
Video  Tape  Systems  can  help  you 
with  security,  surveillance,  com- 
munications and  training.  Just  fill 
out  the  coupon  below. 

Now  when  you  spend  a 
weekend  away  from  the  office, 
you  can  rest  easy.  Panasonic  will 
keep  an  eye  out  for  you. 

PANASONIC, 

just  slightly  ahead  of  our  time. 

. ] 


Panasonic  CCTV-VTR    Dept.  FB-12 
200  Park  Ave.,  N.  Y.,  N.Y.  10017 
]]  Please  send  facts  plus  a  list  of  the 
leading  users  of  Panasonic  CCTV- 
VTR. 
□  Please  have  a  CCTV-VTR  Systems 
Engineer  give  a  demonstration. 

Name 

Title 

Company 

Address 

City 

State 


_Zip_ 
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WITHOUT  ANY  PLANS  FOR  RETIREMENT. 
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Most  of  the  modern  plug-in  appliances 
have  a  somewhat  limited  life-time.  They're 
lovely  while  they  last -but  often  they  don't 
last  too  long. 

Taking  a  stand  against  this  trend  of 
"great  today  and  gone  tomorrow"  is  the 
Hermes  10  from  Switzerland.  It's  the 
newest  of  the  office  electric  typewriters 
and  like  all  other  Swiss-made  machines, 
it's  built  to  last. 

This  doesn't  mean  it's  big  and  clunky. 
On  the  contrary,  it  weighs  only  25  lbs 
compared  to  the  usual  50.  Tl      sbe<  uise 
the  Hermes  precision  engin  a     ible 

to  refine  and  stream-line  the  mo  I  meal 
parts,  making  them  superior  to  most  and 
smaller  than  any. 

Nor  is  it  expensive  It  costs  only  $295, 


whereas  most  good  electrics  go  from  $400 
to  $600.  The  smart  engineering  that  makes 
it  smaller,  also  makes  it  cheaper  to  produce! 

Yet  it  does  all  the  things  you  expect  a 
good  electric  office  machine  to  do.  It  has 
the  full-sized  keyboard  with  44  keys.  The 
space-bar  and  8  symbols  repeat 
automatically.  It  takes  paper  up  to  1  3" 
wide.  It  has  exclusive  Flying  Red  Margins? 
that  show  where  the  margins  are  at  all 
times  (particularly  useful  if  you  have  lots 
ol  letters  going  out),  a  fully  automatic 
tabulator  and  carriage  return,  a  lever  to 
adjust  to  your  preference  of  touch,  another 
one  to  control  the  pressure  of  the  keys  in 
order  to  obtain  a  larger  number  of  clear 
copies  Call  a  Hermes  dealer  to  see  all  o{ 
the  additional  extras,  get  an  impression  o( 


the  built-in  sturdiness,  try  the  neatly 
grouped  service  keys,  and  consider  how  it 
looks.  ..low,  lean,  modern.  A  whole  lot 
better  than  the  thing  that's  cluttering  up 
your  secretary's  desk  right  now! 

So... secretaries  may  come  and 
secretaries  may  go,  but  one  Hermes  1 0  will 
keep  a  whole  succession  of  yours  happy. 

For  the  name  of  your  nearest  Hermes 
dealer,  check  the  Yellow  Pages  or  write  to 
address  below. 

If  you  only  want  to  buy  a  typewriter 
once,  buy  a  Hermes.  ■.  _.  B«_  — p- 

Pail'ard  Incorporated 

1W0  Lower  Road,  Linden.  N  I  07056 

Other  products:  Bolex  movie  equipment 

Hasseiblad  cameras  and  accessories 
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White 

upon 

White 

White  Motor  has  a  big 
problem  called  farm 
equipment  White  Consol- 
idated has  a  big  problem 
called  Allis-Chalmers. 
Put  the  Whites  together 
and  the  problems 
may  disappear— 
or  will  they? 

In  algebra,  a  negative  times  a  nega- 
tive equals  a  positive.  Grammatically, 
a  double  negative  is  a  rather  awkward 
way  of  expressing  a  positive  thought. 
And  now.  assuming  the  kind  indul- 
gence of  the  Justice  Department, 
Cleveland's  White  Consolidated  and 
White  Motor  will  attempt  to  prove, 
in  a  merger  involving  $1.2  billion  in 
assets,  that  a  couple  of  negatives  can 
add  up  to  a  positive  in  the  business 
world  as  well. 

On  the  surface,  the  proposed  mer- 
ger doesn't  appear  to  have  been  made 
in  beaven.  White  Motor  gambled  un- 
wisely in  farm  equipment,  and  now  is 
running  such  heav)  hisses  that  the  en- 
tire $950-million  corporation  was 
plunged  into  the  red  in  the  second 
quarter,  with  no  immediate  hope  of 
improvement.  Hard-pressed  for  cash, 
White  Motor  turned  to  White  Con- 
solidated last  August  after  the  failure 
of  an  earlier  attempt  to  merge  with 
Ethyl  Corp. 

White  Consolidated,  however,  has 
problems  of  its  own  these  days.  A 
hodgepodge  of  machine  tools,  heavy 
equipment,  white  goods  and  sewing 
machines,  Consolidated  is  a  full-blown 
and  highly  leveraged  conglomerate, 
run  by  hard-driving  Edward  S.  Red- 
dig  (see  p.  20).  In  the  late  Sixties, 
Consolidated  gobbled  up  a  half  dozen 
or  more  sizable  companies,  but  bit  oft 
more  than  it  could  chew  two  years 
ago  when  it  went  after  Allis-Chalmers, 
the  big  Milwaukee  heavy  equipment 
maker.  Consolidated  wound  up  with 
30%  of  the  stock  of  Allis-Chalmers, 
but  a  rash  of  lawsuits  prevented  it 
from  getting  any  more. 

At  this  point,  Consolidated  has  sus- 
tained a  $55-million  paper  loss  on  its 
$121.6-million  A-C  investment,  with 
no  recovery  in  sight.  On  top  of  this, 
interest  charges  on  the  loans  used  to 


finance  the  A-C  purchase  are  running 
in  excess  of  $4.5  million  a  year.  Con- 
solidated's  chances  of  ever  acquiring 
Allis-Chalmers  look  pretty  remote.  Un- 
doubtedly it  would  sell  out  if  it  could 
do  so  at  a  bearable  cost. 

Clearly  Consolidated  is  in  no  posi- 
tion to  sustain  a  $55-million  loss.  For 
a  company  in  volatile  industries  like 
while  goods  and  capital  equipment,  it 
is  already  leveraged  to  the  hilt.  Its 
balance  sheet  shows  $244  million  in 
long-term  debt  as  against  just  $210 
million  in  equity,  and  the  equity  figure 
is  in  effect  overstated  to  the  extent 
that  its  Allis-Chalmers  holding  has 
declined.  Thus,  Consolidated's  debt- 
lo-equity  ratio  is  nearer  1.6  to  1  than 
it  is  to  1.2  to  1,  a  circumstance  that 
can  hardly  have  escaped  Consolidat- 
ed's principal  creditors. 

Which  is  one  reason— possibly  the 
principal  reason— why  a  merger  with 
White  Motor,  for  all  its  problems, 
would  be  so  attractive.  White  Motor 
has  equity  of  $230  million  and  long- 
term  debt  of  just  $84  million.  Com- 
bined, the  two  companies  would  have 
an  equity  of  roughly  $440  million  as 
against  long-term  debt  of  $328  million. 
In  that  setting  Reddig  could  take  even 
a  $55-million  loss  in  liquidating  his 
A-C  investment  and  still  wind  up  with 
a  vastly  improved  balance  sheet.  And 
the  merger  could  also  have  the  happy 


result  of  diluting  the  9%  of  White 
Consolidated  owned  by  Lawrence 
Tisch's  Loew's  Theatres. 

There  is  more  than  this  to  the 
merger,  however.  By  this  we  do  not 
mean  that  the  two  product  lines  fit 
together  in  any  way,  because  they  do 
not.  But  the  merger  will  create  some 
very  interesting  bookkeeping  options. 
The  chief  of  these  involves  what  is 
known  as  negative  goodwill.  Negative 
goodwill  arises  when  one  company 
acquires  another  for  less  than  book 
value;  in  theory,  the  company  has 
acquired  more  assets  than  it  paid  for. 
Under  current  conservative  bookkeep- 
ing, such  negative  goodwill  is  written 
off  by  reducing  the  book  value  of  the 
acquired  assets. 

But  there  are  less  conservative  op- 
tions, and  both  White  Consolidated 
and  White  Motor  have  availed  them- 
selves of  them  in  the  past.  They  may 
well  do  so  again.  These  options,  in 
effect,  permit  using  some  of  this  nega- 
tive goodwill  to  offset  expenses,  pro- 
vided the  expenses  have  some  con- 
nection with  the  merger.  This,  of 
course,  has  the  effect  of  increasing 
reported  earnings  quite  rapidly. 

Consider,  for  example,  what  White 
Motor  did  in  1962  when  it  acquired 
Minneapolis-Moline  for  $12  million 
less  than  book  value.  Or  what  White 
Consolidated  did  between   1966  and 
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1968  when  it  increased  its  reported 
earnings  by  $12.2  million.  What  they 
did  was  offset  various  expenses— the- 
oretically at  least  connected  with  the 
merger— with  negative  goodwill,  thus 
increasing  reported  net  income.  Clear- 
ly, the  $55  million  in  negative  good- 
will that  would  arise  from  the  merger 
would  otter  a  dazzling  opportunity. 

Obviously,  to  pull  oft  such  a  mer- 
ger, Consolidated  will  have  to  put  to 
rest  the  Justice  Department's  fears  by 
getting  rid  of  its  Allis-Chalmers  in- 
vestment, since  Allis-Chalmers  com- 
petes directly  with  White  Motor 
in  farm  equipment.  Therefore  the 
merged  company  would  be  amply  jus- 
tified in  considering  any  loss  from  the 
sale  of  Allis-Chalmers  as  an  integra- 
tion expense  chargeable  to  any  nega- 
tive goodwill  the  merger  had  created. 

The  larger  question,  of  course,  is 
just  how  amenable  White  Motor 
would  be  to  Ed  Reddig's  considerable 
talents  as  a  cost-cutter,  liquidator  and 
hatchet  man.  White  Motor's  problems 
in  farm  equipment  stem  not  so  much 
from  any  managerial  deficiency  as 
from  the  fact  that  in  farm  equipment 
White  is  still,  as  always,  a  marginal 
producer.  Beginning  in  1968  the  farm- 
equipment  business  turned  sour,  and 
marginal  producers  like  White  and  Al- 
lis-Chalmers have  been  in  trouble 
ever  since.  In  a  little  more  than  two 
years,   White's   share   of   market   has 


Few  executives  have  been  more 
regularly  described  as  ruthless  than 
Ed  Reddig,  65-year-old  chairman 
of  White  Consolidated.  Reddig  is  a 
salty,  explosive  man  with  a  pen- 
chant for  vigorous  expletives,  an 
aversion  to  analysts  and  reporters 
and  a  talent  for  firing  people 
wholesale.  "Ed  Reddig,"  says  an- 
alyst Michael  Connor  of  New 
York's  Ralph  E.  Samuels,  "doesn't 
exactly  wield  a  scalpel,  it's  more 
like  an  ax.  You  hear  stories  of  execu- 
tives having  heart  attacks  when  he 
takes  over  their  companies.  But  he 
seems  to  deliver  the  goods." 

An  accountant  by  training,  Red- 
dig moved  over  to  White  Consoli- 
dated in  1956  after  19  years  with 
White  Motor,  where  he  rose  from 
controller  to  executive  vice  presi- 
dent. In  the  years  thai  followed, 
Reddig  proceeded  to  transform  the 
stodgy  old  White  Sewing  Machine 
Co.  (which  soon  after  the  turn  of 
the  century  had  spun  oil  Whife 
Motor)  into  a  lull-blown  conglom- 
erate. Starting  with  small  acquisi- 
tions, he  began  going  alter  major 
companies  in  the  mid-Sixties— 
Whitin,   Hupp,  Hlau   Knox,  billiard 


dwindled  from  around  12%  to  around 
9%,  generating  this  year  a  rising  tide 
of  losses.  In  the  first  half,  White  lost 
$530,000  as  against  a  $15-million 
profit  a  year  earlier. 

White  was  hurt  particularly  badly 
because  management  for  a  long  time 
dismissed  the  downturn  as  a  tempo- 
rary phenomenon.  White  kept  building 


Not  with  a  Scalpel 


and  finally  American  Motors'  Kel- 
vinator  and  Studebaker-Worthing- 
ton's  Franklin  appliance  divisions. 
Result:  Since  1967  earnings  have 
soared  from  $1.47  to  $2.65  a  share. 
To  be  sure,  Reddig  has  not  hesi- 
tated to  use  "creative"  accounting- 
last  year's  20%  earnings  gain  re- 
sulted largely  from  an  accounting 
change— but    White    Consolidated 

Reddig  of  White  Consolidated 
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dealer  inventories  into  late  1969,  tying 
up  huge  amounts  of  working  capital. 
When  the  market  didn't  come  back, 
the  company  had  to  move  it  by  price 
cuts  reportedly  of  as  much  as  40%. 

In  time,  these  problems  will  work 
themselves  out.  But  White  has  another 
major  problem  in  the  making.  Out  in 
Canton,  Ohio,  White  Motor  is  building 
an  enormous  $90-million  engine  plant 
for  1971  operation. 

By  .producing  its  own  truck  engines 
(perhaps  25%  of  the  cost  of  a  truck), 
White  hoped  to  widen  its  thin  truck- 
ing margins.  The  trouble  is  the 
plants'  economies  were  built  around 
the  farm  tractor  engines  the  plant 
would  also  produce. 

"They  figured,"  says  Sevier  Bonnie, 
an  analyst  with  Cleveland's  Prescott, 
Merrill  &  Turben,  "that  short  term 
maybe  they  could  get  their  own  en- 
gines in  10%  of  their  trucks  and  100% 
of  their  farm  tractors  and  build  from 
there.  So  they  designed  a  plant  that 
would  break  even  on  farm  tractor  en- 
gines alone.  That  way  any  engines 
they  got  in  their  trucks  would  put 
them  in  the  black.  As  originally  de- 
signed, to  make  that  plant  break  even, 
they  would  have  to  build  25,000  farm 
tractor  engines  a  year.  Now  they  figure 
they  can  use  only  about  18,000.  So 
they  must  either  reduce  capacity  or 
find  some  outside  customers— and 
that    won't    be    easy— and   pray    that 


is  freer  of  such  accounting  miracles 
than  most  conglomerates.  "Their 
accounting  is  obviously  pushed 
fairly  hard,"  says  one  analyst,  "but 
nothing  to  knock  your  eyes  out." 

Reddig  is  not  without  his  de- 
fenders as  an  operator.  Cleveland 
analyst  Sevier  Bonnie  argues  Red- 
dig has  done  a  first-rate  job  re- 
vamping Bullard  and  making  a 
good  thing  out  of  Consolidated's 
white  goods  and  appliance  lines. 
"Sure,  the  appliance  and  the  ma- 
chine-tool businesses  are  soft,  but  I 
doubt  that  their  earnings  will  be 
off  much.  They  know  how  to  go 
on  a  diet  around  that  place— and 
go  on  it  fast." 

Bonnie  even  discounts  the  gen- 
eral criticism  of  Ed  Reddig.  "He's 
ruthless  about  things  that  are  silly, 
but  he  has  a  heart  of  gold.  And 
aloof?  Why,  when  you  have  lunch 
with  Ed  Reddig,  you  go  down  to 
the  company  cafeteria  and  eat  the 
worst  food  off  a  tray  like  every- 
body else.  All  of  a  sudden  Ed  yells 
across  the  room  to  somebody  who 
didn't  make  his  quota  last  month 
and  tells  him  he'd  better  get  off  his 
ass  and  get  to  work." 
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they  sell  at  least  a  few  truck  engines. 

"In  retrospect,  the  whole  thing 
turned  out  to  be  much  riskier  than 
management  had  ever  dreamed.  And 
I?l  bet  you  there's  very  little  inter- 
changeability  between  the  truck  line 
and  the  tractor  line  in  terms  of  capital 
equipment.  The  truck  engines  are  V- 
type.  the  tractor  engines  straight  fours 
or  sixev" 

Worst  of  all,  the  Canton  plant  has 
probably  locked  White  Motor  into  the 
farm  equipment  business  just  at  a  time 
when  a  number  of  industry  observers 
are  predicting  a  big  shake-out.  As  one 
analyst  puts  it:  "If  White  gets  rid  of 
the  farm  equipment  division,  assum- 
ing they  could  do  that,  what  the  hell 
are  they  going  to  do  with  the  Canton 
plant?  Even  then  they'd  have  to  nego- 
tiate themselves  out  of  it  with  the  City 
of  Canton,  which  financed  half  of  it 
with  industrial  revenue  bonds." 

Enigma 

Can  Consolidated':  Reddig  find  a 
way  out  of  the  Canton  problem?  So 
far,  he  has  been  responsible  for 
stretching  out  the  construction  sched- 
ule and  laying  off  some  people.  Says 
one  close  observer:  "The  first  thing 
Ed  Reddig  did  was  to  ask  how  many- 
people  were  working  down  there  that 
were  outside  the  construction  busi- 
ness. He  looks  at  the  figures  and  he 
finds  150  people  who  were  in  Canton 
to  run  a  computer  center  which  had 
been  set  up  to  monitor  the  foundry. 
The  foundry  doesn't  go  on  stream  un- 
til late  next  year.  And  Ed  Reddig,  you 
know,  is  death  on  computers.  So  Red- 
din  says:  "What  the  hell  are  those  150 
people  doing  on  the  payroll  down 
there?'  And  Hank  Nave  of  White  Mo- 
tor says:  'Damned  if  I  know'.'  So  then 
Reddig  says:  "Well,  I  suggest  we  fire 
'em!'  They  were  fired." 

In  future,  some  observers  suggest, 
he  could  turn  Canton  over  to  the  pro- 
duction of  axles,  transmissions  and 
other  geared  components  for  White 
trucks,  or  even  components  for  Con- 
solidated products.  Rut  whatever  he 
does,  Ed  Reddig  is  in  for  a  stiff  chal- 
lenge to  his  reputation  as  an  operat- 
ing whiz. 

Meanwhile,  the  question  remains: 
Will  the  two  Whites  of  Cleveland  ever 
be  allowed  to  merge?  The  Allis-Chal- 
mers  problem  aside,  the  justice  De- 
partment has  gone  on  record  as  op- 
posing any  merger  of  two  companies 
this  size.  Some  observers  are  betting 
that  if  White  Motor  can  plead  pov- 
erty with  sufficient  conviction,  the  Jus- 
tice Department  may  have  to  accept 
the  merger.  If  that  theory  is  correct— 
and  the  logic  has  its  appeal— then 
White  Motor  shareholders  should 
brace  themselves  for  a  diet  of  bad 
corporate  news  from  Cleveland.   ■ 
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Mirror,  Mirror  on  the  Wall. . . 

McDonald's  Corp.,  the  hamburger  chain,  is  grow- 
ing 30%  a  year.  And  unlike  yesteryear's  sizzling 
fast-food  franchisers,  it  isn't  doing  it  with  mirrors. 


This  has  been  a  rotten  year  for  fast 
food.  The  $6-billion  industry  is  in  bad 
odor  from  the  sins  of  several  operators 
who  were  really  in  the  fast-buck  busi- 
ness. Some  companies  have  folded, 
lawsuits  abound  and  there  are  even 
hints  of  scandal. 

As  a  result,  everyone  from  bankers 
to  potential  franchisees  is  shying 
away.  Most  of  the  60  or  so  fast-food 
stocks  are  way  below  their  1969  highs, 
and  now  the  earnings  of  some  of  the 
better  companies  are  flattening. 

Yet  Chicago-based  McDonald's 
Corp.  has  maintained  its  30%  annual 
earnings  growth  and  its  common  stock 
multiple  at  a  respectable  27  times 
estimated  1970  earnings  of  $1.50  per 
share.  McDonald's  is  adding  275  new 
hamburger  stands  this  year  for  a  total 
of  some  1,570,  more  than  double  the 
number  in  1965;  and  average  store 
volume  will  hit  $430,000,  more  than 
70%  above  the  1965  figure.  Earnings 
will  hit  $17  million,  or  $1.50  per  share, 
on  sales  of  $175  million,  up  from 
$12.6  million,  or  $1.16  a  share  in 
1969,  on  revenues  of  $130  million. 
And  the  company  could  grow  another 
30%  next  year,  with  average  store  vol- 
ume climbing  to  roughly  $470,000. 

McDonald's  seems  to  have  done  it 
mainly  by  spurning  fast-buck  gim- 
micks and  concentrating  on  its  busi- 
ness, which  is  selling  modestly  priced 
hamburgers  to  the  public.  Says  Presi- 
dent Fred  Turner:  "Those  Chinese- 
money  guys  in  fast  food  make  me 
nervous.  We  aren't  in  their  business; 
we  don't  sell  franchises  to  make  a 
buck.  We're  a  restaurant  chain." 

Here  are  some  of  the  pitfalls  Mc- 
Donald's was  able  to  sidestep: 

1)  Many  companies  reported  big 
"earnings"  for  a  while  by  taking  stiff 
initial  franchise  fees  into  income  be- 
fore opening  any  outlets.  Minnie 
Pearl's  Chicken  Systems  (now  Perfor- 
mance Systems  Inc.)  leaned  so  heavi- 
ly on  one-shot  fees  that  the  practice 
became  known  as  "Minnie  Pearling  it." 
That  phrase  may  be  the  company's 
only  lasting  contribution  to  fast  food. 
Its  stock,  once  up  to  $68,  is  cheaper 
today  than  its  chicken— 50  cents  a 
share  vs.  99  cents  a  meal. 

Ry  contrast,  McDonald's  $1.9  mil- 
lion in  franchise  fees  this  year  will  ac- 
count for  a  modest  1%  of  revenues. 
What  distinguishes  McDonald's  from 
nearly  all  other  food  franchisers  is  that 
it  provides  a  store  ready  for  business 
and  the  land  beneath  it.  For  this  it 
gets    11.5%    of    each    store's    volume 


(8.5%  as  rent  and  3%  for  management 
services).  If  the  store  prospers,  so 
does  McDonald's.  If  it  falters,  ditto. 

2)  Some  companies  take  their  prof- 
it by  selling  franchisees  everything 
from  tartar  sauce  to  paper  cups,  often 
at  inflated  prices.  Rut  recent  court  rul- 
ings suggest  that  such  tie-ins— the 
only  revenue  source  for  several  com- 
panies—may violate  antitrust  laws.  Mc- 
Donald's sells  no  supplies  to  fran- 
chisees, though  the  company  was 
founded  by  a  former  paper-cup  and 
food-equipment  salesman. 

3)  Many  fast-food  franchisers 
rushed  into  fried  chicken,  roast  beef 
and  other  items  to  boost  sales  this 
year,  without  first  studying  whether 
the  new  items  would  actually  increase 
profits.  McDonald's  stuck  to  its  old 
20-cent  hamburger,  55-cent  Rig  Mac 
and  the  like— though  it  is  now  study- 
ing fried  chicken.  If  anything,  Mc- 
Donald's is  too  conservative  about 
new  foods.  It  tested  big  burgers— to- 
day's big  seller— for  years  before 
adopting  the  Big  Mac. 

4)  Many  franchisers  sacrificed 
growth  for  instant  profits  by  selling 
oft  entire  regions  to  licensees  who 
were  supposed  to  franchise  the  actual 
outlets.  Often  the  licensee  fails  to  de- 
liver. McDonald's  has  sold  few  U.S. 
area  licenses,  and  this  year  repur- 
chased its  Canadian  licenses  as  a  first 
step  toward  major  expansion  there. 

Buying  Earnings? 

In  the  last  three  years,  McDon- 
ald's has  added  a  new  wrinkle  to  its 
basic  business  by  opening  134  burger 
stands  of  its  own  in  densely  populat- 
ed growth  areas.  This  increases  total 
earnings,  but  narrows  profit  margins, 
which  in  its  own  units  are  calculated 
against  costs  that  include  food. 

The  company  notes  that  it  is  still 
adding  many  more  franchised  than 
owned  units  (190  to  85  this  year), 
and  that  it  plans  long-range  to  own  no 
more  than  about  20%  of  all  McDon- 
ald's outlets.  It  now  owns  about  22%, 
up  from  10%  in  1966. 

But  it  is  at  least  doubtful  that  Mc- 
Donald's can  sustain  30%  growth  much 
longer  without  buying  back  many 
more  outlets.  The  big  challenge  man- 
agement faces  is  how  to  accept  a 
flatter  growth  rate  in  the  years  ahead. 
For  if  management  tries  to  force-feed 
30%  growth,  it  will  surely  have  to 
tinker  with  the  basic  customers-first 
formula  that  made  McDonald's  suc- 
cessful in  the  first  place.   ■ 
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The  Island  Kingdom  of  P.K.  Wrigley 

That's  Santa  Catalina  Island,  according  to  Wrigley 's  critics.  But 
Wrigley  says  he's  just  preserving  a  little  bit  of  old  California. 


As  celebrated  as  one  of  the  Islands  of 
the  Blessed,  Santa  Catalina  Island  is 
like  some  mountainous  sea  kingdom 
in  the  Pacific,  just  22  miles  off  busy, 
smoggy  Los  Angeles.  Indeed,  it  is  llie 
ridge  line  of  a  mountain  range1  that 
rises  high  above  the  ocean  floor.  And 
it  actually  is  a  kingdom  of  a  sort:  75.7 
of  its  76  square  miles  are  controlled 
by  chewing-gum  tycoon  Philip  Knight 
Wrigley,  the  75-year-old  patriarch 
and  still  chairman  of  Chicago's  Wm. 
Wrigley  Jr.  Co.  The  remaining  third 
of  an  acre,  in  the  city  of  Avalon,  is 
owned  by  residents  and  businessmen, 
some  of  whom  are  bitterly  opposed  to 
Wrigley's  rule. 

Go/den  Opportunity 

What  makes  Catalina  so  special  is 
that  it  is  the  only  major  island  off 
Southern  California  that  has  any  great 
potential  as  a  tourist  and  residential 
center.  Catalina  has  a  subtropical  cli- 
mate and  plenty  of  unspoiled  land: 
It  is  more  than  three  times  the  size  of 
Bermuda,  15  times  the  size  of  Capri, 
225  times  the  size  of  nearby  Disney- 
land. What's  more,  it's  located  within 
a  few  hours  of  20  million   tourists- 


Southern  California's  12  million  resi- 
dents and  8  million  yearly  visitors.  De- 
spite all  this,  Catalina  draws  only 
about  500,000  visitors  annually.  On 
the  mainland,  10  million  people  a 
year  visit  Disneyland  alone. 

Moreover,  Avalon— a  single  square 
mile  70%  owned  by  the  Wrigleys' 
Santa  Catalina  Island  Co.— has  dete- 
riorated into  a  string  of  shabby  shops 
and  diners  that  cater  mostly  to  boat- 
loads of  low-spending  daytime  visi- 
tors. The  ballroom  of  the  famed  Ca- 
sino is  closed  most  of  the  time.  The 
economy  is  stagnant,  the  population  of 
1,500  is  less  now  than  it  was  40  years 
ago,  tourism  has  declined.  In  an  age 
of  affluence  when  most  desirable  is- 
lands fear  an  inundation  of  visitors, 
how  could  this  happen? 

By  the  normal  functioning  of  a  free 
market,  says  Wrigley. 

By  diabolical  design  to  avoid  heav- 
ier taxation,  say  Wrigley's  foes.  Most 
of  Wrigley's  Avalon  property  is  unde- 
veloped, and  even  modest  additional 
development  might  increase  the  valua- 
tion of  it— forcing  Wrigley  to  pay  high- 
er taxes.  Indeed,  according  to  some 
Catalina  estimates,  the  island  could  be 


worth  anywhere  from  $50  million  up 
to  perhaps  $300  million,  depending  on 
the  extent  and  the  intensity  of  its 
development. 

The  controversy  over  Avalon's  de- 
velopment has  rocked  the  city  for 
years,  and  Wrigley's  critics  charge  con- 
flict of  interest,  preferential  tax  treat- 
ment, deception  and  double-dealing. 
"This  is  about  as  close  to  a  serfdom  as 
anything  in  the  United  States,"  says 
one  Avalon  businessman.  "Wrigley's 
determined  to  keep  us  both  barefoot 
and  pregnant,"  says  another.  That  his 
critics  are  unwilling  to  be  named  in 
print  suggests  the  extent  of  Wrigley's 
power  on  the  island. 

All  the  Chips 

His  Santa  Catalina  Island  Co.  is  the 
island's  largest  employer  and  bank  de- 
positor. It  owns  Catalina's  only  news- 
paper, only  land  airport,  only  sight- 
seeing operation,  only  gas  station  and 
three  of  its  25  hotels.  Though  Los  An- 
geles County  Sheriff's  deputies  patrol 
tiny  Avalon,  Wrigley's  private  guards 
patrol  the  rest  of  the  island,  which 
still  abounds  in  wild  boar,  bison  and 
deer  (see  box). 


Most  of  the  island's  steep,  brush- 
covered  mountain  sides  and  rocky 
beaches  remain  in  their  natural  state. 
By  other  standards,  the  island  is  bar- 
ren, but  it  is  typical  of  Southern  Cal- 
ifornia. YVrigley  used  to  spend  whole 
summers  at  his  white  mansion  over- 
looking Avalon,  but  now  the  mansion 
is  closed  and  he  visits  onl>  occasional- 
lv  during  the  winter.  "Summer  is  ter- 
rible because  of  all  the  people,"  he 
saj  s  in  disgust. 

Wrigley  admits  that  revenues  from 
his  Santa  Catalina  Island  Co.  are  in 
the  "millions"  but  he  says  that  profits 
arr  slim,  only  occasionally  reaching  as 
high  as  $25,000  a  year.  But  his  crit- 
e  that  merely  as  part  of  Wrig- 
li\\  strategy  ill  order  to  avoid  taxa- 
tion despite  the  enormous  increase  in 
property  values.  "If  the  land  produces 
DO  income'  says  one  of  them,  "then 
Wrigley  can  argue  it  must  not  be  worth 
anything." 

A\  alon  businessmen  want  a  major 
first-class  hotel,  gourmet  restaurants, 
an  improved  beach,  additional  sports 
activities,  shopping  malls  and  a  gen- 
eral upurading  of  existing  facilities- 
hut  without,  they  insist,  any  incursion 
into  Catalina's  undeveloped  areas.  Ac- 
tually, this  isn't  much  different  from 
what  Wrigley  says  he  wants  for  his 
island.  "It's  a  challenge,"  he  says.  "I'd 
like  to  see  the  place  developed  and 
still  look  like  California  used  to  look, 


-Faded  Glory- 


In  the  Thirties  and  late  Forties, 
Catalina  was  busy  and  famous.  The 
Chicago  Cubs,  owned  by  the  Wrig- 
leys,  trained  there  each  spring.  The 
big  bands  of  Jan  Garber,  Benny 
Goodman  and  others  played  to 
crowds  of  3,000  in  the  Casino's 
giant  ballroom,  and  the  music  was 
broadcast  on  coast-to-coast  net- 
work radio.  In  the  Casino's  audito- 
rium, Hollywood  movie  czars  pre- 
viewed new  films. 

It  was  a  golden  age  for  Catalina, 
the  only  one  it  had  experienced 
since  being  claimed  for  the  Spanish 
crown  in  1542.  The  island  passed 
in  1846  from  the  last  of  the  Mexi- 
can governors  of  California  to  a 
Santa  Barbara  ship  captain,  the 
first  of  several  California  business- 
men who  were  unsuccessful  in  de- 
veloping it. 

In  1919,  however,  William 
Wrigley   Jr.    of   Chicago   acquired 


control  of  the  Santa  Catalina  Island 
Co.  for  a  reported  $3  million.  He 
built  one  dance  hall  in  1921,  re- 
moved it  in  1928  to  build  the  $2- 
million  Casino.  Wrigley  died  in 
1932,  and  ownership  passed  to  his 
son,  P.K.,  and  other  family  mem- 
bers. Today  P.K.  is  undisputably 
the  boss,  but  he  expects  his  son, 
37-year-old  William,  to  succeed 
him.  Says  P.K.,  "He's  about  the  only 
one  besides  me  you  could  get  to 
work  for  nothing." 


before  all  the  freeways  and  parking 
lots  and  high  rises." 

Indeed,  both  the  city  and  Wrigley- 
commissioned  studies  favor  develop- 
ment of  Avalon.  The  dispute  arises 
over  implementing  the  plans.  "Big- 
money  people  have  come  in  here  and 
wanted  to  work  with  the  company," 


says  one  businessman.  "But  the  re- 
strictions are  so  heavy  they  give  up 
and  walk  away."  Says  another:  "Ev- 
ery time  we  get  something  going,  he 
shoots  us  down.  If  he  doesn't  want  to 
develop  his  Avalon  property,  he  at 
least  shouldn't  impose  impossible  re- 
strictions on  someone  else  doing  so." 

Wrigley  shrugs  all  this  off  gruffly. 
"Practically  everybody  is  trying  to  do 
something  on  a  shoestring,"  he  says. 
"And  then  it  collapses.  I'm  not  ac- 
customed to  doing  business  that  way." 
Wrigley  says  tight  money  prevents 
developers  from  beginning  work  on  his 
development  plan.  "Something  like 
that  always  happens,"  sighs  one 
beleaguered  businessman.  "Wrigley 
keeps  the  people  believing  he's  going  to 
do  something  for  them  so  they  won't 
make  too  much  effort  on  their  own." 

Slow  Movement 

There  are,  however,  a  few  signs  of 
change.  Over  the  past  five  years  the 
island  has  become  self-sufficient  for  its 
water,  which  had  been  a  major  prob- 
lem. And  Los  Angeles  County  is  seek- 
ing Federal  aid  for  a  STOL  (short 
takeoff  and  landing)  airport  on  the  is- 
land, which  now  depends  mostly  on 
slow,  infrequent  boat  transportation. 
Also,  money  seems  more  available 
lately,  which  might  encourage  work 
on  at  least  part  of  Wrigley's  develop- 
ment plan.  Even  so,  it's  not  likely  that 
much  will  change  in  Wrigley's  lifetime. 
But  at  least  the  island  remains  largely 
untouched.  Whatever  future  develop- 
ers—or Wrigleys— decide,  they  will 
have  the  incalculable  advantage  of  a 
virtually  untouched  hunk  of  real  es- 
tate to  work  with.  ■ 
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A  simple  motto,  voiced 
businessmen  alike,  but 
pay  off  the   way  Em- 


Si.  Louis'  Emerson  Electric  Co.  is  a 
very  mundane  outfit  that  makes  elec- 
tric motors  and  other  rather  prosaic 
electrical-electronics  products  for  a 
wide  spread  of  industrial,  construction 
and  defense  customers.  A  lot  of  people 
have  never  heard  of  Emerson,  and 
many  who  have  confuse  it  with  Emer- 
son Television  &  Radio  Co.,  now  a 
division  of  National  Union  Electric  Co. 

But  there  is  nothing  mundane  about 
Emerson  Electrics  profit  performance. 
For  16  years  in  a  row  it  has  piled 
earnings  gain  upon  earnings  gain, 
including  one  of  more  than  10%  in  the 
year  ended  last  Sept.  30,  while  its  re- 
turn on  stockholders'  equity  averages 
better  than  20%.  What  is  remarkable 
is  that  Emerson  has  made  such  a  rec- 
ord despite  four  economic  recessions, 
repeated  downturns  in  construction 
activity  and,  currently,  a  crushing  de- 
pression in  defense  spending.  Any  one 
of  these  could  easily  have  sandbagged 
Emerson's  profits. 

Why  didn't  they?  Not  because 
Emerson  is  insulated  by  any  striking 
technological  superiority  or  because  it 
enjoys  a  corner  on  any  of  its  main 
markets— though  it  does  rank  second 


by  Boy  Scouts  and 
few  have  made  it 
erson   Electric  has. 


only  to  General  Electric  in  electric 
motors.  Nor  even  because  its  book- 
keeping has  been  inspired. 

"You  need  only  look  at  the  cyclical 
markets  we  serve  to  see  that  we  have 
no  built-in  resistance  to  recessions," 
says  Chairman  Wallace  R.  (Buck) 
Persons,  61,  Emerson's  chief  executive 
since  1954.  "The  secret  is  that  we 
make  a  religion  of  trying  to  be  pre- 
pared at  all  times  to  take  rapid  action, 
sometimes  drastic  action,  when  trou- 
ble strikes." 

If  It  Fatten 

That  sounds  almost  too  simple.  Yet 
Emerson's  particular  kind  of  prepared- 
ness is  well-nigh  unique  in  U.S.  indus- 
try. "Businessmen  talk  a  lot  about 
planning,"  Persons  says,  "but  I  know 
of  only  a  few  other  companies  that  do 
it  quite  the  way  we  do."  Like  other 
companies,  Emerson's  division  man- 
agers each  year  map  out  detailed 
plans,  both  for  the  coming  12  months 
and  for  several  years  ahead.  But  while 
others  concentrate  mainly  on  offense, 
Emerson  concentrates  just  as  heavily 
on  detailed  defensive  plans.  Persons 
insists  that  his  managers  prepare  not 


just  one  budget,  but  three— a  so-called 
"A"  budget  with  expense  and  employ- 
ment levels  based  on  the  division's 
reaching  its  anticipated  sales  volume, 
a  "B"  budget  to  which  the  division 
can  retreat  if  sales  slip  10%  below  ex- 
pectations and  a  "C"  budget  for  a 
complete  market  collapse. 

Emefson's  crash  budgets  were  put  to 
their  stiffest  test  during  the  fiscal  year 
just  ended.  Almost  without  warning, 
the  ■  Defense  Department  cancelled 
Lockheed  Aircraft's  big  Cheyenne  hel- 
icopter program  on  which  Emerson, 
the  leading  U.S.  maker  of  helicopter 
weaponry,  was  the  largest  subcon- 
tractor. Emerson's  defense  sales  skid- 
ded from  $70  million  to  between  $35 
million  and  $40  million.  At  many  com- 
panies such  a  disaster  would  have 
brought  a  flood  of  red  ink— as  it  has 
at  Lockheed.  But  Emerson's  managers 
rolled  out  their  "C"  budget,  chopping 
expenses  mercilessly.  So  quick  was 
their  reaction  that  Emerson  was  able 
to  avert  any  loss  on  its  defense  busi- 
ness last  year  and  thereby  kept  its 
long  earnings   gain   streak   unbroken. 

That  Emerson  was  not  even  more 
vulnerable  derives  from  some  longer- 
range  preparedness  on  Persons'  part. 
Ten  years  ago  over  half  of  the  compa- 
ny's $125-million  sales  came  from  de- 
fense products,  principally  electrically 
driven  bomber  turrets  of  the  sort  it 
began  making  during  World  War  II. 
The  rest  came  from  electric  motors  of 
all  sizes,  mainly  fractional  horsepower 
types  sold  to  appliance  makers. 

During  the  early  years  of  the  Ken- 
nedy Administration,  however,  Emer- 
son was  jolted  by  the  cancellation  of 


Pleasure  Cruise? 

Tanker  owners  are  basking  in  profits.  One  went 
public  even  though   Wall  Street  looked  gray. 


"Mention"  shipping,"  says  shipowner 
Raphael  Recanati,  "and  Americans 
think  ol  government-subsidized  fleets." 
It  doesn't  matter  that  tanker  rates 
have  been  skyrocketing  and  that  bulk 
ore  carriers  are  virtually  worth  their 
weight  in  sterling.  It  doesn't  even  mat- 
ter thai  most  shipping  companies— in- 
cluding Recanati's  Overseas  Shiphold- 
ing  Group  (OSG)— are  coining  money 
these  days.  The  investor  folk  wisdom 
has  it  that  shipping  is  a  complex,  cycli- 
cal business,  swarming  with  holding 
companies.      one-vessel      corporations 

and  tax-free  foreign  flags,  and  all  the 

sheiks    in      \i.ibia    are    not    goir 

change  it. 

Whichever  ol  thi  easons  applied, 
Recanati's  OSC,  Inc.  went  public  at 
J  2  in  January  and  promptly  plunged 
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nearly  to  7  in  dispirited  Wall  Street. 

Recanati,  son  of  the  founder  of  the 
Israel  Discount  Bank,  had  formed  pri- 
vately held  Maritime  Overseas  Corp. 
(MOC)  17  years  ago  as  a  ship  man- 
agement company.  During  the  next 
lew  years,  NlOC  created  seven  ship- 
ping companies  that  were  pulled  to- 
gether  to  form  what  became  the  pub- 
licly held  OSG.  MOC  still  manages 
the  vessels.  The  public  got  16%  of  the 
OSG  shares;  the  rest  went  to  the  orig- 
inal shareholders  in  the  seven  private- 
ly held  companies.  Some  of  those 
shareholders,  including  Recanati,  have 
shares  in  MOC,  and  there  are  a  few 
interlocking    MOC-OSG    directorates. 

None  of  this  apparent  confusion  is 
uncommon  in  international  shipping. 
and    none    ol    it    impedes    profitability 


when  rates  are  on  the  upswing.  Last 
year  OSG,  a  profitable  and  fast-grow- 
ing outfit,  earned  $7  million,  or  $1.30 
a  share,  on  some  $53  million  in  rev- 
enues, capping  a  five-year  profit  gain 
of  over  200%  on  a  46%  rise  in  revenues. 

If  Recanati  is  slightly  less  vulner- 
able to  industry's  normal  cycles  than 
many  of  his  competitors,  it  is  in  the 
way  MOC  charters.  The  OSG  fleet 
is  divided  between  foreign  flags  and 
taxpaying  U.S.  flags.  The  latter  pro- 
vide access  to  U.S.  shipping  charters 
that  foreign  flag  ships  cannot  get. 
Recanati's  foreign  flag  ships  are  em- 
ployed on  a  judicious  mixture  of  long- 
term  and  "spot"  contracts.  The  former 
are  a  hedge  against  the  bottom  drop- 
ping out  of  the  market;  the  latter  pro- 
vide the  big  money  during  tanker 
shortages  like  the  current  one. 

But  why,  if  prospects  are  so  attrac- 
tive, did  OSG  go  public?  The  edge, 
says  Recanati,  is  in  financing  new  ships: 
"Institutional  long-term  capital  is  more 
readily  obtained"  for  a  public  than  for 
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Canceling  the  Cheyenne  heli- 
copter program  hurt  Lockheed 
—  but  not  Emerson,  the  ma- 
jor    Cheyenne     subcontractor. 


two  large  manned-bomber  programs; 
and  Persons  vowed  at  the  time  to  re- 
duce his  dependence  on  military  vol- 
ume to  15V  of  total  sales.  He  went 
about  it  gradually,  along  the  way 
alertly  latching  onto  some  profitable 
Vietnam-inspired  helicopter  weapon- 
systems  business.  By  late  1969  Persons 
had  acquired  some  12-1")  companies 
making  a  wide  spectrum  of  commer- 
cial and  industrial  products  ranging 
from  power  tools,  stereo  components 
and  waste  disposals  to  power  transmis- 
sion equipment,  automation  systems 
and  environmental  control  systems  for 
homes  and  office  buildings.  As  a  re- 
sult, in  the  aftermath  ot  the  Cheyenne 
cancellation.  Emerson's  defense  busi- 
ness now  is  only  about  62  of  its  $650 
million   or   so   sales.     \nd   while   all   of 

its  acquisitions  were  made  for  stock. 
Emerson's    price/ earnings    multiple— 


which  held  at  20  even  in  last  spring's 
market— has  been  high  enough  to  mini- 
mize any  earnings  dilution. 

Having  prepared  well  in  the  past, 
what  is  Persons  doing  now  to  prepare 
Emerson  for  the  future?  "We  have  to 
grow  larger,  much  larger,"  replies 
Persons.  "Size  is  something  a  company 
absolutely  must  have  if  it  is  going  to 
compete  successfully  in  any  of  the 
major  national  markets." 

Does  that  mean  Persons  will  be 
trying  to  achieve  large  size  for  its  own 
sake?  Isn't  the  difficulty  of  managing 
great  size  one  of  the  major  headaches 
both  of  its  big  electric  motor  competi- 
tors and  of  the  conglomerates? 

"Well,  of  course,  large  size  isn't 
worth  attaining  if  you  do  it  the  slap- 
dash way  Jimmy  Ling  did  it,"  says 
Persons.  "And  a  company  is  probably 
better  oft  if  it  doesn't  become  a  four- 
or  five-billion-dollar  colossus. 

"But  the  fact  is,  any  company  that 
wants  to  compete  against  big  compa- 
nies in  big  markets,  as  we  do.  has  got 
to  be  large  enough  and  rich  enough 
to  keep  up  with  technological  develop- 
ments on  a  broad  front,  to  pay  enough 
to  attract  and  hold  top-notch  people, 
to  buy  first-rate  plant  and  equipment, 
to  support  really  professional  staff  op- 
erations in  areas  like  distribution  and 
labor  relations." 

How  big?  "It  keeps  changing,"  says 
Persons.  "Twenty  years  ago  I'd  have 
said  $200  million.  Now  you've  got  to 
be  around  SI  billion  in  sales." 

By  his  own  standard,  that  leaves 
Emerson  with  some  growing  to  do. 
To  reach  $1  billion  the  company  must 
grow  by  half   again    its   present  size, 


a  task  that  Persons  himself  has  com- 
plicated. Emerson's  growth  during  the 
Sixties  came  largely  from  acquisitions 
in  new  yet  related  electrical  and  elec- 
tronics fields.  Persons  now  is  deter- 
mined to  expand  only  in  these  fields, 
on  the  grounds  that  he  and  his  man- 
agers could  not  cope  effectively  with 
operations  in  unrelated  fields.  "To  be- 
come a  sprawling  jumble  would  be  to 
expose  ourselves  to  potential  disaster, 
no  matter  how  sound  the  other  busi- 
nesses might  look,"  he  says.  Yet  he 
realizes  he  cannot  make  many  more 
acquisitions  in  related  businesses  with- 
out inviting  antitrust  complications. 

Inside  Openings 

"So  we  pretty  much  have  to  do  it 
internally,  don't  we?"  he  says.  "Well, 
I  think  our  earlier  acquisitions  have 
opened  up  for  us  a  wide  enough  range 
of  growth  markets  to  achieve  the  size 
we  need.  Give  us  a  few  good  con- 
struction years,  for  example— and  I've 
got  to  believe  they  are  just  around 
the  corner— and  you  could  see  some 
excellent  growth  in  our  environmental 
controls,  lighting  and  appliance-re- 
lated markets." 

Certainly,  with  an  annual  cash  flow 
of  around  $75  million  and  long-term 
debt  of  only  $46  million  (vs.  $300 
million  in  stockholders'  capital),  Emer- 
son has  the  financial  capability  to 
grow.  Based  on  its  record  of  alertness 
to  opportunities  and  adversity,  it 
seems  to  have  the  management  savvy. 

"But  don't  look  for  skyrocket  growth 
from  us,"  warns  Persons.  "We're  just 
not  a  flashy  sort  of  company." 

Not  at  first  sight  anyway.  ■ 


Busy  Slips.  Raphael  Recanati's  Overseas  Shipholding  Group  (OSG)  is 
busy  building  ships  in  the  U.S.,  Japan  and  Europe.  In  June  it  launched 
the  U.S. -built  Overseas  Alaska,  62,000  deadweight  tons;  in  September  her 
sister  tanker,  Overseas  Arctic;  and  last  month  in  Britain,  a  chemical  carrier. 


a  private  company.  And,  he  adds, 
"Going  public  gave  the  private  share- 
holders in  these  shipping  companies  a 
negotiable  security." 

Since  OSG's  January  stock  offering, 
Recanati  has  ordered  $140  million 
worth  of  new  ships— mainly  against 
oil  company  charters— to  triple  exist- 
ing OSC  tonnage  to  some  3  million 
deadweight  tons. 

Recanati  says  he  senses  a  new  in- 
vestor awareness  of  shipping  oppor- 
tunities these  days.  Analysts  by  the 
dozen  have  been  passing  through 
OSG's  Fifth  Avenue,  New  York,  por- 
tals in  recent  months. 

OSG's  figures  don't  detract  from 
the  mood.  Nine-month  earnings  were 
$1.08  cents  a  share  on  $48  million  in 
revenues  vs.  $1.30  on  $53  million  for 
all  of  last  year.  And  OSG  common  is 
now  up  around  14— a  far  cry  from  the 
7  of  six  months  ago. 

Of  course,  all  the  sheiks  in  Arabia 
can't  take  the  cycles  out  of  the  stock 
market,  either.  ■ 
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Vince  Gregory's  Clear  Bill 

Rohm  &  Haas  is  making  its  first  moves  into  the  cutthroat  fiber 
business.  The  risks  are  enormous.  The  rewards  had  better  be  too. 


To  the  astonishment  of  Philadel- 
phia's business  establishment,  Chair- 
man F.  Otto  Haas,  55,  stepped  aside 
last  month  as  chief  executive  of  Rohm 
&  Haas,  the  U.S.'  llth-largest  chem- 
ical company.  This  was  surprising 
enough  in  itself,  but  then  Haas  named 
as  his  successor  47-year-old  ex-fighter- 
pilot  Vincent  L.  Gregory,  who  was 
not  a  Ph.D.  in  chemistry,  not  a  com- 
pany director  or  officer  or  a  member 
of  the  Haas  family  (50%  ownership) 
—even  by  marriage. 

Gregory  had  graduated  from 
Princeton  like  every  eligible  Haas  in 
memory;  he  did  have  a  graduate  de- 
gree (MBA),  though  only  from  Har- 
vard; and  he  had  been  No.  Two  man 
in  R&H's  international  division.  But  as 
Gregory  sees  it,  these  qualifications 
were  almost  secondary.  Says  he:  "It 
was  a  matter  of  policy  to  get  a  young- 
er man,  that's  all.  I  have  a  clear  bill 
to  look  around,  see  for  myself  and 
then  formulate  my  own  policies." 

What  he  is  surveying  is  one  of  the 
most  profitable  chemical  companies 
around.  With  1969  sales  of  $446  mil- 
lion, earnings  of  $33.5  million,  R&H 
is  no  industry  giant,  but  it  is  nonethe- 
less one  of  the  savviest  producers.  Out 
of  its  own  resources,  it  has  won  for  it- 
self worldwide  leadership  in  acrylics, 
both  methacrylates  like  Plexiglas  and 


Off  We  Go.  .  .  .  Back  in  World 
War  II  when  he  was  flying  the 
P-51  Mustang  fighter  (above), 
Rohm  &  Haas  President  Vince 
Gregory  (right)  never  dreamed 
that  25  years  later  he'd  be  chief 
executive  of  the  company  that 
made  the  Plexiglas  in  his  plane's 
canopy.  Few  others  did  either. 
R&H's  board  reached  past  20  oth- 
er executives  to  tap  Gregory. 
This  was  partly  because  of  his 
performance  in  R&H's  internation- 
al division  and  partly  because 
R&H's  Executive  Vice  President 
John  C.  Haas  wanted  to  give 
more  time  to  the  Haas  Foundation. 


acrylates  like  the  vehicles  for  water- 
based  paints  and  textile  finishes.  In 
both  acrylics  and  plastics  and  in  agri- 
cultural chemicals  (R&H  produces  Di- 
thane),  it  has  achieved  its  command- 
ing position  over  mighty  du  Pont,  and 
it  has  done  so  with  du  Pout's  favorite 
weapon— the  potency  of  its  research 
capabilities.  Indeed,  among  U.S. 
chemical  companies,  probably  only  du 
Pont  commits  more  of  each  sales  dol- 
lar to  research  than  Rohm  &  Haas. 

Populous  Plateau 

As  with  so  many  other  chemical 
companies,  however,  overcapacity  and 
price  competition  have  kept  Rohm  & 
Haas'  earnings  plateaued  for  years 
now.  Despite  a  $127-million  increase 
in  sales,  R&H  earned  almost  precisely 
as  much  last  year  as  it  did  in  1964; 
and  it  did  that  well  only  because  a 
change  in  accounting  for  the  invest- 
ment tax  credit  added  $1.2  million 
to  net  income.  Since  1964  R&H's  op- 
erating profit  margins  have  narrowed 
from  27%  to  21%,  its  return  on  equity 
dwindled  from  16.2%  to  10.5%,  and 
this  year  it  will  do  even  less  well. 
Nine-month  earnings  were  off  22%, 
and  by  year's  end,  Gregory  predicts, 
they  may  be  off  as  much  as  25%. 

Gregory's  own  international  divi- 
sion, which  now  accounts  for  nearly 


30%  of  R&H  sales  volume,  has  played 
a  major  role  in  stemming  R&H's  earn- 
ings decline  in  recent  years.  But  unless 
Gregory's  "clear  bill"  leads  him  to  de- 
cide otherwise,  R&H's  principal  prom- 
ise over  the  next  several  years  lies  in 
two  new  products  that  will  put  R&H 
for  the  first  time  right  in  the  thick  of 
the  fiercely  competitive  fiber  market. 

One  is  a  stretch  fiber  called 
Anim/8,  the  first  really  new  fiber  to 
receive  a  generic  classification  since 
the  development  of  spandex  (du 
Pont's  Lycra).  Still  being  product-test- 
ed by  the  clothing  makers,  Anim/8 
will  compete  directly  with  dominant 
Lycra,  but  this  doesn't  faze  Gregory. 
"Our  fiber,"  he  says,  "will  wash  and 
dryclean  without  yellowing,  Lycra 
won't.  And  it  combines  better  with 
other  materials."  With  these  advan- 
tages, R&H  hopes  to  nail  down  a  sig- 
nificant though  specialized  part  of  the 
350-million-pound  (at  $1  to  $26  per 
pound)  stretch-fiber  market. 

R&H's  other  new  product  is  a  new 
type  of  nylon  carpet  yarn  intended  to 
cut  R&H  in  on  an  estimated  $400- 
million  segment  of  the  carpet  market 
now  dominated  by  du  Pont's  501  line. 
"We  have  a  development  we  think  is 
as  good  or  better  than  501  with  some 
slightly  different  properties,"  Gregory 
says.  "It's  the  only  other  carpet  yarn 
on  the  same  level  of  quality  as  501. 
We're  not  taking  on  the  whole 
damned  nylon  industry,  you  see— not 
for  a  minute.  Just  maybe  1%." 

All  this  has  cost  R&H  a  good  deal 
of  money,  of  course.  R&H's  two  fibers 
alone  cost  $50  million  to  get  into  the 
market,  and  this  year  R&H's  capital 
expenditures  are  likely  to  hit  $90  mil- 
lion, almost  twice  last  year's  and  near- 
ly three  times  that  of  the  early  Six- 
ties. Over  half  of  these  expenditures  is 
outside  of  acrylics,  the  traditional 
R&H  stronghold,  and  if  R&H's  re- 
search staff  also  succeeds  in  creating 
some  new  specialty  pharmaceutical 
products— a  major  area  of  inquiry  now 
—the  ratio  will  rise  further. 

"Our  diversification,"  Gregory  says, 
"has  hurt  our  profits  a  bit.  A  lot  of 
money  has  gone  into  plant  and  equip- 
ment and  research  and  development, 
and  it's  taken  a  little  longer  to  pay  off 
than  we'd  expected.  Now  we're  going 
to  see  the  benefit  of  all  this  in  1971, 
and  the  real  big  benefit  in  1972." 

If  it  shouldn't,  Gregory  still  has  that 
clear  bill  to  investigate  other  alter- 
natives and  a  very  strong  balance  sheet 
(long-term  debt  of  just  $36.5  million) 
to  support  that  investigation.   ■ 


26 


FORBES,    NOVEMBER    1,    1970 


lintkote  could  build 
its  own  highway. 


road  where  no  road  has  ever  gone. 
om  drainage  pipe  to  Portland  cements. 

roadbed  to  finished  surface, 
i  build  a  highway.  Or  a  city, 
intkote  has  it  all.  We've  come  a 
ng  way  since  we  were  known 
I  "the  roofing  company." 

jrtland  regular  cement 
jrtland  hi-early  cement 
jrtland  Type  II  cement 
rushed  stone  aggregates 
igh  calcium  limestone 
irtland  suifate- 
resistant  cement 
olomitic  limestone 
iabase 

irtland  oil  well  cement 
jrtland  plastic  cement 
onstruction  sand 
lica  sand 

jrtland  masonry  cement 
dustrial  sand 
ravel  aggregate 
ibrasives 

oncrete  block  cement 
rchitectural  cement 
ry  concrete  mixes 
estress  cement 
:pe  cement 
)w-heat  cement 
ry  mortar  mixes 


Calcium  carbonate 
Low  alkali  cement 
Ready  mixed  concrete 
Ready  mixed  mortar 
Calcite  products 
Bituminous  concrete 
High  calcium  quicklime 
Fluxing  lime 

High  calcium  hydrated  lime 
Dolomitic  lime 
Agricultural  lime 
Fabricated  reinforcing  steel 
Veneer  plaster 
Insulation  coatings 

and  adhesives 
Pavement  seal  coatings 
Acrylic  decorative  coatings 
Asphalt  cutback  systems 
Asphalt  emulsion  systems 
Aluminum  paints  and  coatings 
Non-slip  coatings 
Fabricated  reinforcing  steel 
Ceiling  grid  systems 
Acoustical  ceiling  tile 
Embossed  ceiling  tiles 
Suspended  ceiling  systems 
Roof  insulation 
Decorative  roof  coatings 
Reflective  roof  coatings 
Protective  roof  coatings 
Cold  applied  built-up  roofing 


Fiberboard  roof  insulation 
Monolithic  membrane 

roof  system 
Formboard  roof  deck  systems 
Built-up  roof  systems 
Roof  plank  systems 
Tile  roof  systems 
Heavyweight  asphalt 

roof  shingles 
Polyester  glass-reinforced 

protective  systems 
Construction  services 
Gypsum  studs 
Refuse/trash  chutes 
Grease  ducts 
Chimney  systems 
Movable  partition  systems 
Expandable  partitions 
Metal  ceiling  framing 
Metal  wall  studs 
Furring  systems 
Mineral  fiber  siding 
Plastic  wall  tile 
Polyurethanefoam  insulation 
Asbestos  cement  board 
Insulating  sheathing 
Water-resistant 

gypsum  sheathing 
Gypsum  coreboard 
Fire-resistant  gypsum 

wall  board 


Water-resistant  gypsum 

wall  board 
Vinyl-covered  gypsum 

wallboard 
Wood-grain  gypsum  wallboard 
Sound  deadening  board 
Gypsum  backing  board 
Insulation 

Gypsum  wallboard  (standard) 
Epoxy  flooring 
Latex  flooring 
Cold-laid  asphalt 

mastic  floors 
Urethane  elastomer 

membrane  floor  surface 
Floor  tile  adhesives 
Vinyl  cove  base 
Greaseproof  asbestos  tile 
Asphalt  asbestos  tile 
Self-adhering  tile 
Sculptured  vinyl  asbestos  tile 
In-register  vinyl  asbestos  tile 
Vinyl  asbestos  tile 
Homogeneous  vinyl 

asbestos  tile 
Vinyl  polymer  floor  tile 
Polyvinyl  chloride  water  pipe 
Asbestos  cement  sewer  pipe 
Asbestos  cement  water  pipe 
Polyethylene  gas  pipe 
Fibre  electrical  conduit 


tobody's  got  more  products  to  build  with.  flintKOTE 
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The  Pacific  Basin 


"The  U.S.,  with  its  coast  reaching  in  an  arc  from  Mexico  to  the  Bering  Strait, 
is  one  anchor  of  a  vast  Pacific  community. "  —Richard  M.  Nixon 


The  world's  great  lasting  fortunes 
and  its  great  lasting  business  successes 
have  almost  always  gone,  not  to  those 
who  were  simply  shrewd  or  sharp  but 
to  those  who  recognized  and  capi- 
talized on  vast  sweeping  changes  in 
technology,  in  sociology,  in  economics. 
Such  an  opportunity  today,  unques- 
tionably, is  the  emergence  of  the  Pa- 
cific Basin  as  a  major  economic  force 
in  the  world.  It  is  already  creating 
huge  markets.  It  will  produce  even 
grander  ones  in  the  years  just  ahead. 

The  Pacific  Basin  unites  the  west- 
ern coasts  of  South  and  North  Amer- 
ica with  Japan  and  the  nations  of  the 
Orient  and  South  Pacific,  extending 
all  the  way  to  Australia.  Among  these 
nations  are  to  be  found  the  fastest 
economic  growth  rates  in  the  world 
and  the  most  rapid  increase  in  inter- 
national trade.  While  the  U.S.'  gross 
national  product  is  growing  at  less 
than  a  5%  annual  rate,  South  Korea's 
grew  15%  last  year,  Japan's  12%  and 
that  of  Hong  Kong,  Taiwan,  Singapore, 
Malaysia  and  Thailand,  10%.  Trade 
flows  among  the  U.S.,  Japan,  Canada, 
Australia  and  New  Zealand— now  to- 
taling well  over  $50  billion— have  dou- 
bled in  the  last  five  years. 

Hardheaded  bankers  and  industrial- 
ists in  California  talk  of  a  future  in 
which  Los  Angeles— now  grown  into 
the  West  Coast's  largest  port— becomes 
a  financial  hub  comparable  to  New 
York.  Tokyo  becomes  an  international 
money  market  comparable  to  London. 
This  is  no  Year  2000  forecast;  they 
see  it  occurring  within  five  years.  If 
the  value  of  a  supersonic  jet  is  ques- 
tioned on  the  already  shrunken  At- 
lantic, it  is  recognized  as  the  means  of 
shrinking  the  vast  Pacific. 

Meanwhile,  however,  human  events 
plod  along.  While  the  potential  for 
trade,  travel,  industry  and  all  types  of 
business  in  the  Pacific  Basin  is  every- 
where recognized,  there  is  a  nagging 
question  about  the  ability  of  U.S.  busi- 
ness to  lake  advantage  of  that  poten- 
tial in  the  face  of  competition  from 
the  domii  lomic  power  in  Pa- 

cifi<    '■   ■  '    ,  pan. 

"Ami  •  ion   in   Asia   is 

based   on  ling   of   Japanese 

power  am  David  Lilien- 

thal,  the  no  ,  am  : 

eminent  sei  \  outspoken  in 

his  fear  and    I       i  tfi      |apanese. 

Lilienthal,  wh  lopment  &  Re- 

sources Corp.  ha  helped  pi  m  the 
postwar  economy  ol  Viet] 

that   "American   business    is  il 


Bali  Hai.  Tales  of  the  South 
Pacific  will  soon  tell  a  differ- 
ent story.  The  freight-haul- 
ing system  (above)  may  re- 
main, but  only  for  the  tourists. 


it  thinks  it  won't  get  its  hide  taken 
off  in  Asia." 

Bunroku  Yoshino,  who  has  just  re- 
turned to  Tokyo  from  his  post  as  First 
Minister  in  Japan's  embassy  in  Wash- 
ington, is  angered  by  such  thinking. 
"It  is  based  on  some  false  notion,"  he 
says,  "about  Japanese  aggressiveness 
or  competitiveness  regarding  trade." 

It  disturbs,  too,  Philip  H.  Trezise, 
Assistant  Secretary  of  State  for  Eco- 
nomic Affairs,  who  argues  that  Japan 
as  a  competitor  is  more  of  a  boon  than 
a  bane.  He  says:  "If  Japan  were  as 
poor  as  Malaya,  what  kind  of  market 
would  there  be  in  Asia?  I  thought  we 
were  the  exemplars  of  competition. 
We  took  our  chances." 

Many  do.  "You  don't  hear  us  fussing 
about  the  Japanese,"  says  President 
Eugene  E.  Trefethen  of  Kaiser  Indus- 
tries. "The  Pacific  area  is  Kaiser's  big- 
gest growth  area  in  the  next  ten  years." 

True  enough.  It  is  certainly  the  ex- 
traordinary economic  performance  of 
Japan  in  the  1960s  that  is  primarily 
responsible  for  the  economic  emer- 
gence of  the  Pacific  region.  Japan's 
gross  national  product,  as  every 
schoolchild  surely  knows  by  now, 
grew  at  a  12%  annual  average  rate 
during  the  decade  to  $175  billion 
(current  prices)  last  year.  In  1975  it 
is  expected  to  reach  $400  billion. 
(The  U.S.  figures:  $971  billion  and 
$1.4  trillion,  respectively.)  On  a  per 
capita  basis,  the  gap  is  closing:  Today 
Japan,  at  $1,692  per  capita,  is  well 
under  half  the  U.S.  at  $4,734;  but  in 
five  years  Japan's  per  capita  GNP  will 
be  almost  two-thirds  that  of  the  U.S. 
The  Japanese  are  confident  of  catch- 
ing the  U.S.  by  1980. 

Japanese  Midwife 

In  turn,  the  rapid  buildup  of  Ja- 
pan's industrial  machine  acted  as  mid- 
wife to  the  nascent  industrial  econo- 
mies of  other  countries  in  the  Pacific. 
In  Australia  it  was  Japanese  contracts 
for  raw  materials  that  brought  in  the 
American  investment  needed  to  mine 
the  richest  lode  of  minerals  in  the 
world.  The  Kaiser  companies,  Ameri- 
can Metal  Climax,  Texas  Gulf  Sul- 
phur, Cleveland-Cliffs  Iron,  Anaconda 
and  others  are  doing  the  mining.  Thus 
Japan's  very  expansionism  is  creating 
opportunities  for  U.S.  companies.  Not 
only  do  they  earn  the  return  on  such 
investment,  but  the  developments  put 
hard  currency  into  Australian  pockets; 
U.S.  exports  to  Australia  have  in- 
creased from  $423  million  in  1960  to 
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some  SI  billion  during  the  past  year. 

Similarly,  South  Korea,  one  of  the 
world's  fastest-growing  countries,  has 
become  one  of  the  fastest-growing 
customers  for  U.S  exports  as  well— 
$700  million  worth  last  year  vs.  $274 
million  five  years  ago.  In  all,  U.S.  ex- 
ports to  the  Far  East— the  Commerce 
Department's  term  for  the  countries 
at  the  western  end  of  the  Pacific  Basin 
—increased  a  healthy  10?  a  year  over 
the  last  five  years. 

The  picture  isn't  all  rosy.  U.S.  im- 
ports from  the  area  outstripped  even 
this  growth  rate,  almost  entirely  be- 
cause of  the  U.S.'  unfavorable  trade 
balance  with  Japan.  What  worries 
many  Americans  is  that  the  Pacific 
concept  may  be  more  of  a  threat  than 
an  opportunity.  They  worn  about  the 
highly  successful  invasion  of  Ameri- 
can markets  by  Japanese  products, 
coupled  with  Japanese  restrictions  on 
imports  and  investments  at  home. 

Japan    continues    to    restrict    direct 


Modern  Times.  Urban  bustle  (left)  and 
traditional  contemplative  serenity  (right) 
coexist  in  today's  Japan.  Progress  is  wel- 
come, of  course,  but  many  Japanese  have 
become  concerned  over  the  quality  of  life. 


U.S.  investment.  It  virtually  prohibits 
wholly  owned  or  even  majority-owned 

subsidiaries  of  U.S.  companies  in  Ja- 
pan. This,  as  a  Commerce  Depart- 
ment official's  understatement  puts  it, 
has  been  "a  disappointment  to  the 
U.S.  Government."  The  restrictions 
have  held  U.S.  investment  in  Japans 
huge  economy  down  to  just  over  $1 
billion  compared  with  $19.4  billion 
in  Europe,  $19.5  billion  in  Canada 
and  $13  billion  in  Latin  America. 

.Japan  has  even  managed  to  keep 
Eastman  Kodak's  little  yellow  box  from 
dominating  its  film  market,  something 
that  happens  nowhere  else  in  the 
world.  Japan  uses  a  40?  tariff  and  an 
absolute  prohibition  on  local  manu- 
facturing to  enable  Fuji  films  to  lead 
the  Japanese  market. 

What  this  all  means  is  that  the  Jap- 
anese will  not  necessarily  be  congenial 
trading  partners.  They  won't  always 
play  what  Americans  call  fair.  By  be- 
ing tough  in  return,  but  not  unreason- 
ably so,  the  U.S.  can  hold  its  own  in 
the  Pacific  Basin.  But  it  might  just  as 
well  forget  about  being  Big  Brother 
there.  The  Pacific  will  not  become  an 
American  lake,  not  so  far  as  trade  and 
economics  are  concerned.  The  simple 
fact  is  that  Japan  is  virtually  certain 
to  dominate  the  growing  markets  of 
Pacific  Asia.  Today  30?  of  the  imports 
of  Southeast  Asia  are  from  Japan;  in 
five  years  Japan  will  account  for  42% 
of  the  region's  imports. 


The  situation  is  graphically  put  by 
Edmund  Greene,  commercial  director- 
international  for  chemical  giant  Mon- 
santo. "The  Japanese  regard  this  as 
their  domain,"  says  Greene.  "We  see 
our  exports  of  commodity  chemicals 
from  other  locations,  except  possibly 
Australia,  declining  to  a  spot  basis." 
as  Japan's  chemical  industry  under- 
goes a  forced-march  buildup  in  the 
next  few  years. 

But  the  Pacific  isn't  going  to  be- 
come a  Japanese  lake  either.  Not  with- 
out a  fight. 

"We're  not  going  to  be  pushed  out," 
says  Delmar  B.  Lammers.  vice  presi- 
dent for  Australasia  of  Caterpillar 
Tractor.  "But  the  competition  is  going 
to  be  damned  severe."  Naturally,  Lam- 
mers does  not  call  for  import  quotas 
bv  the  U.S.  Such  barriers  would  hard- 


ly help  Caterpillar— whose  overseas 
business  provides  nearly  half  of  its 
total  revenues— compete  in  Asia;  they 
would  cost  more  jobs  than  they  would 
save  in  Peoria.  He  says,  "What  this 
country  can  do  is  put  the  marketing 
companies  in  a  similar  competitive  po- 
sition with  the  Japanese,"  whose  busi- 
ness and  government  work  so  closely 
together,  that  even  the  Japanese  call 
it  "Japan  Inc." 

Instead  of  import  quotas.  Pacific- 
minded  U.S.  businessmen  would  pre- 
fer a  more  beneficent  form  of  U.S. 
government  help.  The  Export-Import 
Bank  is  likely  to  receive  authority 
from  Congress  to  sell  securities  to  fi- 
nance its  operations.  This  would  en- 
able Ex-Im  to  provide  short-term  fi- 
nancing for  U.S.  exports  and,  as 
Bank  Chairman  Henry  Kearns  points 
out,  "Fifty  percent  of  trade  moves  in 
short-term  financing."  The  Japanese 
government  helps  to  set  export  goals, 
then  allocates  resources  to  help 
achieve  them.  It  supports  exports  with 
low  interest  rates,  tax  incentives  and 
some  guarantees  against  loss.  More 
important  than  any  particular  move, 
though,  is  the  Japanese  government's 
central  role  in  export  management.  To 
compete,  says  Assistant  Secretary  of 
Commerce    Robert    McClellan.    "We 
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have  got  to  have  a  greater  capacity 
for  international  trade  management." 

What  this  means  in  part,  another 
Commerce  official  says,  is  that  the 
antitrust  laws  must  be  suspended  at 
the  water's  edge.  "When  our  national 
construction  industry— Fluor  or  Bech- 
tel  or  M.W.  Kellogg— goes  offshore  to 
bid,  they're  bidding  against  govern- 
ments. These  fellows  say,  'We  could 
bid  if  we  could  consort.'  Now  they 
can't.  But  that's  going  to  change." 
The  example  of  U.S.  engineering  firms 
is  apt,  for  it  is  the  construction  en- 
gineers abroad  who  make  a  beach- 
head for  U.S.  exports  by  specifying 
U.S.  products. 

A  little  perspective  is  needed  here, 
though.  The  U.S.  is  not  Japan.  The 
U.S.  has  a  broad-based  economy;  Ja- 
pan's is  at  present  still  a  relatively  nar- 
row, directed  economy.  The  only  rea- 
son Japanese  companies  can  continue 
with  80%  debt  ratios  is  because  of 
tight  government  control,  centered  in 
the  Ministry  of  Trade  &  Industry 
(MITI).  Such  control  virtually  guar- 
antees solvency.  But  U.S.  businessmen 
would  hardly  welcome  Commerce  De- 
partment bureaucrats  prying  into  their 
affairs  the  way  MITI  bureaucrats 
oversee  Japanese  companies'  business. 

Beyond  that  there  is  the  reality  of 
what  development  in  nations  is  all 
about.  It  is  the  striving  for  a  better 
life.  Bunroku  Yoshino  is  no  sentimen- 
talist; he  is  a  tough  Japanese  diplomat. 
Question  him  about  the  unfavorable 
balance  of  trade  the  U.S.  runs  with 
and  he  will  snap  back:  "We 
n't  asked  the  U.S.  to  change  dol- 
lars into  gold.  The  dollar  itself  seems  to 
be  losing  value  so  we  are  getting  the 
short  end.  .  .  ."  Not  so  subtly,  this 
Japanese  diplomat  is  reminding  Amer- 
icans that  Japan  is  not  without  de- 
fenses against  U.S.  protectionism. 

But  Yoshino  is  more  philosophical 
when  talking  about  his  country's  pres- 
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ent  stage  of  development.  "We  have 
been  saving  25%  of  our  income,"  he 
says.  "This  is  a  poor  way  of  life.  We 
should  get  the  fruits  of  our  labor.  If 
you  compare  the  substance  of  life  in 
Japan  with  that  in  Australia  or  even 
in  Germany,  you  see  that  the  Japanese 
fives  in  a  small  house  he  does  not  own. 
We  have  to  improve  that.  The  work- 
oriented  life  is  not  very  happy. 

"I  remember  20  or  30  years  ago  the 
Americans  were  like  that.  I  saw  your 
salesmen  and  your  Death  of  a  Sales- 
man. Now  your  style  is  changing.  You 
are  passing  from  one  stage  to  another." 

Remember  Sputnik? 

There  are  many  who  would  inter- 
pret Yoshino's  words  to  mean  that  the 
U.S.  has  gone  "soft."  This  is  superfi- 
cial. A  lot  of  the  talk  and  writing 
about  Japan  these  days  recalls  the 
endless  articles  and  speeches  of  the 
late  1950s  after  Russia  had  put  up 
Sputnik.  Then  pictures  of  Soviet  lads 
studying  their  mathematics  were 
meant  to  illustrate  the  looming  de- 
cline of  the  West.  Today,  the  Japanese 
worker  or  salesman  has  replaced  the 
Soviet  student  as  the  goad  to  the 
American  conscience,  with  just  about 
as  much  long-term  validity. 

Certainly  there  is  no  "softness"  in 
the  plans  and  strategies  of  U.S.  com- 
panies for  competing  with  Japan  on 
both  sides  of  the  Pacific  Basin.  There 
is  a  confident  awareness  of  the  Ameri- 
can assets  of  management,  technology 
and  capital. 

The  Americans  realize  that  Asia, 
though  developing  rapidly,  is  no  post- 
war Europe.  Europe  was  a  sophisti- 
cated adult  who  needed  a  blood  trans- 
fusion. Except  for  Japan,  most  of  the 
Pacific  nations  are,  economically 
speaking,  children,  who  need  to  be 
cured  of  childhood  illnesses  and  taught 
many  skills,  some  of  them  elementary. 

"What   was    destroyed    in    Europe 


Baby  Steps.  Asian  agriculture  is  emerg- 
ing from  the  water-buffalo-and-car  era. 
New  strains  of  seed  have  produced  a 
"Green  Revolution,"  eliminating  the 
threat  of  widespread  famine  but 
threatening  small  farms.  Electronics' 
need  for  low-cost  labor,  as  in  Djakarta's 
Ness  Industries  fright),  brings  the  mixed 
blessing  of  wages  and  a  market  eco- 
nomy to  Indonesia. 


was  merely  the  plant,"  says  Louis  Mul- 
kern,  the  astute  senior  vice  president 
and  chief  of  the  Asia  division  of  Bank 
of  America.  "Managerial  skills  were 
there.  So  all  you  had  to  do  was  re- 
build the  bricks  and  mortar.  The  de- 
veloping countries  are  different." 

As  Europe's  market  grew  again  af- 
ter the  war,  U.S.  companies  had  am- 
ple opportunities  to  set  up  in  any  one 
of  a  half-dozen  countries  in  order  to 
market  Europewide.  But  Asia  today 
has  only  one  truly  large  market,  Japan, 
with  Australia  a  smaller  developed 
economy  but  a  special  case.  The  rest 
of  Asia  lacks  a  sufficient  home  market 
in  any  country,  sufficient  infrastruc- 
ture in  some  countries  and  sufficient 
progress  toward  regional  free  trade  in 
most,  to  support  European-style,  over- 
seas manufacturing  by  U.S.  firms. 

This  situation  has  forced  American 
commercial  banks  to  develop  the  skills 
of  investment  bankers,  has  made  ap- 
pealing the  idea  of  taking  in  local 
partners  to  lessen  risk  and  spread  in- 
vestment and  has  forced  American 
companies  to  see  their  Asian  opera- 
tions in  global  terms. 

The  three  biggest  U.S.  banks— Bank 
of  America,  First  National  City  and 
Chase  Manhattan— have  branches  in 
almost  every  Asian  nation.  The  smaller 
American  banks  are  not  far  behind 
with  representatives  or  as  participants 
in  consortia  looking  to  do  business 
Asiawide.  In  banking,  the  Americans 
are  even  more  a  presence  throughout 
Asia  than  the  Japanese.  They  will  be 
moving  the  capital  for  its  development. 

Consider  the  way  the  Kaiser  com- 
panies do  business  in  Asia.  Kaiser  Alu- 
minum &  Chemical,  for  example,  is 
content  to  be  minority  partner  in  many 
Asian  nations.  Its  approach  is  extreme- 
ly sophisticated.  Says  Vice  President- 
International  Lloyd  Amos,  "We  can 
have  a  minority  interest  and  have 
100%  of  the  metal  supply.  There  is  a 
better  return  than  if  we  had  100% 
ownership,  and  I'm  sure  we  couldn't 
do  a  job  like  our  local  people." 

Kaiser  Steel  President  Jack  Carlson 
sees  the  Japanese  push  in  steel  not 
only  as  a  threat  but  also  an  opportu- 
nity. For  the  steel  mill  that  Kaiser  and 
Armco  Steel  are  considering  in  Aus- 
tralia,  Carlson  would  like  to   attract 
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some  Japanese  equity  money.  To  de- 
velop a  coal  deposit  in  Indonesia, 
Kaiser  Steel  is  working  jointly  with 
the  Japanese.  "We'd  have  a  majority 
vis-a-vis  the  Japanese,"  he  says,  "but 
the  Indonesian  government  would 
have  the  true  majority."  And  for  a 
steel-fabricating  plant  in  Indonesia, 
Carlson  would  again  enter  a  venture 
with  a  Japanese  steel  mill. 

The  general  idea  of  a  partnership 
with  the  Japanese  in  the  Pacific  Basin 
is  a  good  philosophy,"  says  Carlson. 
The)  are  getting  money  and  they 
have  the  people."  By  "people"  he 
means  technical  people.  Even  the  Jap- 
anese concede  that  the  Americans 
have  the  management  talents. 

While  the  Japanese  will  surely  de- 
velop such  managerial  talents,  they, 
too.  like  the  idea  of  partnership  or 
multinational  investment  in  the  Asian 
nations.  Japanese  economic  success  is 
so  visible  that  Tokyo  fears  a  reaction 
against  too  great  a  Japanese  presence 
in  the  developing  countries. 

The  truth  is,  the  developing  nations 
fear  dominance  by  any  foreign  power, 
Japanese,  American  or  other.  Aus- 
tralia, at  once  a  developed  economy 
and  a  developing  nation,  is  taking 
steps  to  insure  that  there  will  be  an 
Australian  share  in  any  new  mining 
venture  in  that  rich  land.  What  is  at 
stake  is  not  merely  ownership  of  rich 
resources.  With  $1  billion  a  year  of 
foreign  investment  coming  into  the 
country,  Australia  clearly  recognizes 
the  need  of  foreign  capital  for  de- 
velopment. What  it  wants  in  return  are 
know  how  and  management  skills.  In 
Sydney  the  government  is  now  de- 
veloping a  school  patterned  on  the 
Harvard  Business  School  for  training 
Australian  managers. 

James  Wolfensohn,  an  Australian 
who  has  just  become  president  of  the 
British-owned  J.  Henry  Schroder 
Banking  Corp.,  thinks  this  will  have 


implications  beyond  Australia.  "It  is 
essential  to  have  a  multinational  ap- 
proach out  there,"  he  says,  and  points 
out  that  "the  great  need  is  for  man- 
agement people.  The  Australians  can 
make  a  contribution  here."  The  pros- 
pects for  all  are  surely  huge. 

If  the  creation  of  wage-earning 
workers  out  of  subsistence  farmers  is 
the  first  step  in  economic  develop- 
ment, then  the  creation  of  consumer 
markets  is  the  second.  The  process  has 
begun  in  most  countries  of  Asia  as 
Japan's  labor  shortage  and  rising  wage 
levels  have  forced  such  industries  as 
textiles,  footwear  and  small  electrical 
appliances  to  seek  low-cost  labor  else- 
where. The  Japanese  remark  how 
similar  today's  manufactures  of  Korea, 
Taiwan  and  Hong  Kong  are  to  what 
Japan  produced  15  years  ago. 

As  the  workers  in  these  countries 
earn  money,  they  need  pockets  to  put 
it  in.  They  soon  find  they  need,  or 
want,  a  lot  of  other  things  too.  The 
U.S.  Feed  Grains  Council  enjoyed 
$336  million  worth  of  exports  to  Asia 
last  year;  but  within  five  years  such 
exports  will  be  $2  billion.  Why?  The 
Asians  are  acquiring,  along  with  the 
means  to  pay  for  it,  a  taste  for  meat. 

The  Japanese,  with  their  great  abil- 
ities in  producing  consumer  goods 
scaled  to  Asian  realities  ( Honda  scoot- 
ers rather  than  Buick  sedans),  have  to 
he  conceded  an  edge  here.  But  not  too 
much  of  an  edge.  General  Electric  is 
successfully  producing  shirt-pocket  ra- 
dios—that symbol  of  an  earlier  Japan- 
in  Hong  Kong;  Union  Carbide  ships 
dry-cell  batteries  out  of  Singapore. 
And  who  does  not  drink  Coca-Cola? 

Also  worth  pondering  is  the  fact 
that  people  will  not  be  denied  what 
they  want  so  long  as  they  have  the 
money.  Japan  has  a  60%  tariff  on  im- 
ported bananas.  But  the  Japanese  love 
bananas.  The  upshot  is  that  Japan  last 
year  imported  an  astounding  1.6  bil- 
lion pounds  of  bananas. 

The  present  Asian  markets  are  de- 
cent-sized: Korea's  population  is  31 
million;  Thailand,  36  million;  the 
Philippines,  37  million;  Taiwan,  14 
million  and  Malaysia,  11  million.  The 
future  market  is  immense,  from  Viet- 
nam's 39  million  to  Indonesia's  118 
million;  give  each  Indonesian  just  $10 
a  year  more  in  disposable  income  and 
you  have  way  over  $1  billion  in 
brand-new  demand  for  consumer 
goods.  And,  of  course,  there  is  China's 
population  of  740  million. 

The  great  enigma  is  China.  When 
will  it  become  a  market  among  na- 
tions? A  new  flexibility  is  evident  in 
the  resumption  of  diplomatic  ties  with 
Canada  and  in  the  renewal  of  talks  in 
Warsaw  between  the  U.S.  ambassa- 
dor and  Peking's  charge  d'affaires. 
But  recent  American  attempts  to  at- 


tend the  Canton  Trade  Fair  have  been 
rebuffed  by  Peking.  China's  trade  with 
European  nations  that  recognize  her 
government  has  not  increased  mark- 
edly. Yet  knowledgeable  overseas  Chi- 
nese businessmen  think  the  day  could 
come  within  a  few  years  when  China 
will  signal  that  it  is  ready  to  open 
contacts  again. 

"Once  the  Long-March  leadership  is 
dead,  the  technocrats  will  take  over," 
thinks  Bank  of  America's  Louis  Mul- 
kern.  "Then  the  only  place  China  can 
turn  is  to  the  West  for  the  surplus 
savings  of  the  West.  It  will  turn  to 
Japan  for  skills,  but  to  the  U.S.  and 
Europe  for  capital.  China  must  turn 
to  the  West  or  fall  behind  in  the  race 
for  industrial  power." 

This  does  not  mean  that  Communist 
China  will  necessarily  change  its  ide- 
ology; it  means  simply  that  the  Chi- 
nese will  do  business,  as  they  do  to- 
day with  the  Japanese.  The  way  such 
business  is  done  reveals  a  lot  about 
these  two  great  peoples  of  Asia. 

The  Ming  Manner 

Japanese  businessmen  today  are 
willing  to  endure  lectures  on  Com- 
munism and  the  thought  of  Mao  from 
their  Chinese  trading  contacts  because 
doing  so  enables  business  to  proceed. 
In  the  12th  century,  trade  missions 
from  a  Japan  that  itself  had  an  em- 
peror were  willing  to  endure  the  pose 
of  Ming-dynasty  China  that  trade  con- 
sisted of  gifts  to  China's  emperor  from 
vassal  states  and  gifts  from  China's 
benevolent  emperor  to  these  states.    ■ 

Therefore  it  is  recognized  on  both 
sides  of  the  Pacific  how  important  is 
U.S. -Japanese  cooperation  in  helping 
the  rest  of  Asia  to  achieve  economic 
prosperity.  Chairman  Yoshizane  Iwasa 
of  the  Fuji  Bank  writes:  "A  communi- 
ty of  interest  encompassing  the  two 
leading  Pacific  powers  would  substan- 
tially ensure  the  economic  prosperity 
and  political  stability  of  Asia  and 
Oceania,  and  both  nations  might  also 
agree  on  the  desirability  of  peaceful 
coexistence  with  Communist  China." 

In  this  fantastic  market,  the  smart- 
est U.S.  firms  are  already  learning  to 
compete  with  Japan  on  equal  terms. 
General  Electric  has  just  doubled  its 
manufacturing  operations  in  Singa- 
pore to  six.  Its  investment  in  Singa- 
pore remains  small  at  present,  but  its 
plans  for  operations  in  the  island  free 
port  are  not.  "The  Japanese  are  zoom- 
ing in  on  the  electronics  field,"  says 
Lawrence  Ebb,  counsel  for  the  Far 
East  for  GE.  "We've  got  to  set  up 
someplace  in  the  Far  East  to  compete." 
Compete,  that  is,  not  only  in  Japan 
or  even  in  Asia,  but  particularly  in 
the  U.S.  and  Europe.  And  not  only 
with  the  Japanese.  In  June  Holland's 
Philips  Lamp  announced   a   $23-mil- 
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This  lake  is  all 


When  the  local  residents  of  the 
Southern  California  town  of  Santee 
realized  their  sewage  water  could  be 
"washed",  they  stopped  throwing  it 
away.  And  began  having  fun  with  it. 

An  advanced  sanitation  system 
using  FMC's  pollution  control  equip- 


ment helped  turn  their  sewage  water 
into  sailing  water.  Water  clear  and 
safe  enough  to  form  four  beautiful 
boating  and  fishing  lakes. 

Of  course,  we've  been  involved 
in  environmental  improvement 
projects  for  a  long  time.  Even  when 
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washed  up. 


oology  wasn't  a  national  concern, 
in*  Chicago  Pump  and  Link-Belt 
•eatment  equipment,  Peerless  pumps 
nd  FMC  chemicals  were  cleaning 
p  municipal  and  industrial  wastes. 

Helping  communities  become 
etter  places  to  live  in  is  only  one  Of 


many  ways  FMC's  diversified 
products  are  benefiting  people. 
Santee  is  a  shining  example. 
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lion    plant    investment    in    Singapore. 

With  its  electronic  industry  cus- 
tomers investing  more  in  Far  East  pro- 
duction, Hewlett-Packard,  the  Cali- 
fornia-based instrument  maker,  found 
that  it  had  to  manufacture  in  the  area. 
It  picked  Singapore,  but  not  to  aim 
at  the  Japanese  market.  (H-P  already 
manufactures  in  Japan  in  a  joint  ven- 
ture with  which  it  is  not  particularly 
happy.  "Our  market  penetration  in 
Japan  is  one  of  our  lowest,"  says  the  in- 
ternational operations  chief.  George 
Newman.)  But  Singapore  allows  H-P 
to  counter  Japanese  competition  in 
the  rest  of  Asia  which,  because  of  for- 
eign investment,  has  become  a  devel- 
oping market  for  H-P  products. 

With  Japan  the  single,  sophisticated 
market,  a  company  such  as  Ampex 
must  employ  a  different  strategy.  Am- 
pex' main  line  is  a  videotape  recorder 
for  professional  broadcast  use.  The 
California-based  company  has  49%  of  a 
Japanese  company  (Toshiba  owns 
51%)  for  licensing  its  patents  in  Japan. 
The  venture,  says  Ron  Ballintine,  bead 
of  development  planning,  "has  been  a 
resounding  success."  Elsewhere  in 
Asia,  Ampex  does  its  own  marketing 
of  products  exported  from  the  U.S. 
Its  license  in  Japan  covers  only  Japan, 
so  that  when  Asia  develops  communi- 
cations to  the  point  where  there  is  a 
market  for  Ampex'  videotape  recorder, 
these  will  be  supplied  not  by  a  Japa- 
nese company  but  by  the  American 
company,  either  through  export  or 
through  local  manufacture. 


But  technology  can't  do  everything. 
The  lack  of  basic  industries— steel, 
metal  shaping,  machine  tools,  etc.— 
in  Asian  countries  other  than  Japan 
deters  American  heavy  industry  from 
setting  up  local  manufacture  at  pres- 
ent. Caterpillar,  for  example,  com- 
petes with  Japan's  Komatsu  through 
export  from  Cat's  joint  venture  in  Ja- 
pan with  Mitsubishi  (Japan  waited 
until  Komatsu  was  strong  enough  be- 
fore allowing  Cat  in  at  all  five  years 
ago),  from  the  U.S.  and  even  from 
Britain.  It  has  a  parts  warehouse  in 
Singapore  and  manufactures  in  Aus- 
tralia, where  it  leads  the  local  market. 

Flow  of  Toyotas 

The  U.S.  automobile  manufacturers 
for  the  same  reason  had  no  base  in 
Asia  to  counter  the  flow  of  Toyotas 
and  Datsuns  out  of  Japan.  (Australia's 
labor  and  shipping  costs  make  it  an 
unlikely  export  base.)  But  a  Pacific 
Basin  strategy  appears  evident  today 
in  General  Motors  producing  cars  in 
Toluca,  Mexico.  The  Toluca  cars  can 
compete  with  the  low-cost  Japanese 
imports  to  the  U.S.  and  other  coun- 
tries. Ford  is  currently  negotiating 
with  Japan's  Toyo  Kogyo  for  a  20%  in- 
terest in  that  smallish  Japanese  auto 
company,  which  could  go  far  with 
Ford  muscle  behind  it. 

Similarly,  the  U.S.  chemical  indus- 
try, with  its  need  for  large-scale  man- 
ufacturing, is  currently  in  joint  ven- 
tures in  Japan,  waiting  until  there  is 
more  development  in  other  Asian 
countries  before  moving  in  with  plant. 

When  will  that  be?  Says  Union  Car- 
bide's Eastern  Vice  Chairman  J.  Roy 
Galloway:  "Asia  is  the  fastest  growth 
area  today  and  it's  going  to  continue 
that  way.  But  the  whole  process 
would  be  speeded  up  by  regional 
grouping  of  markets."  Bank  of  Amer- 
ica's Mulkern  is  optimistic:  "The  flow 
of  capital  into  Southeast  Asia  is  in 
abeyance  until  the  end  of  the  Vietnam 
war,"  he  says.  "After  a  suitable  settle- 
ment, the  flow  will  mushroom." 

Of  profound  importance  to  the  area 
will  be  energy  supply.  Indonesia  lias 
oil  already,  more  is  being  discovered 
offshore.  Concessions  are  being  taken 
up  by  the  oil  companies  for  drilling 
oil  shore  Thailand,  and  the  East  China 
Seas  between  Taiwan  and  Japan  may 
hold  an  oil  bonanza. 

Beyond   natural    resources,    Ameri- 


Arms  And  The  Men.  Japan's  warrior 
class,  the  Samurai  (right),  laid  arms  aside 
a  century  ago  and  took  up  the  leadership 
of  Japan's  emerging  industry.  The  U.S. 
Marine  in  Vietnam  (left)  represents  a 
waning  U.S.  military  presence  in  Asia, 
but  U.S.   business  will  play  a  larger  role. 


can  business  is  presented  with  oppor- 
tunity at  all  ranges  of  development;  so 
is  Japanese  business.  Pools  of  low-cost 
labor  in  developing  countries  are  al- 
ready attracting  labor-intensive  indus- 
tries from  Japan  and  the  U.S. 

But  more  attractive  perhaps  will  be 
opportunities  for  U.S.  capital-inten- 
sive industries.  Chemical  and  other 
heavy  industrial  plants  are  much  de- 
sired by  Asian  nations.  Just  why  is 
explained  by  H.S.  Kartadjoemena,  a 
bright  commercial  attache  in  the  In- 
donesian embassy  in  Washington. 
"What  we  need  if  we  are  to  develop 
and  remain  independent  is  manage- 
ment training,"  he  says.  In  Kartadjoe- 
mena's  view,  a  chemical  plant  may  not 
employ  a  lot  of  people  but  it  serves 
two  purposes:  It  trains  some  men  in 
skills  and  management  and  it  gives 
rise  to  peripheral  and  support  indus- 
tries, such  as  construction,  parts  sup- 
ply and  plastic  fabrication.  The  latter 
provide  the  employment. 

Kartadjoemena's  outlook  is  interest- 
ing because  Indonesia,  although  at 
present  one  of  the  least  developed 
Asian  nations,  is  a  focal  point  of  U.S. 
and  Japanese  planning.  Indonesia's 
118  million  people  make  it  the  second 
largest  country  in  Asia  after  Mainland 
China;  it  has  enormous  potential  in 
natural  resources.  The  temptation  in 
the  developed  countries  may  be  to 
look  at  Indonesia  as  merely  a  human 
or  natural  resources  pool.  But  what 
the  Kartadjoemenas  think  will  be  im- 
portant. Says  Bank  of  America's  Mul- 


kern:  "Probably  there  is  no  100?  own- 
ership to  be  had  in  any  developing 
country.  The  foreign  investor  doesn't 
perhaps  have  to  share  initially,  but  be- 
yond mere  percentages  it  is  important 
'that  he  integrate  his  investment  into 
the  social  direction  of  the  country." 
Singapore  is  a  case  in  point.  The 
government  of  Prime  Minister  Lee 
Kuan  Yew  decided  ten  years  ago  that 
when  the  British  military  withdrew. 
the  island's  traditional  role  of  free  port 
in  Southeast  Asia  would  make  its  eco- 
nomic and  political  independence  vul- 
nerable and  lease  it  little  hope  of 
development.  An  industrialization  pro- 


gram was  begun  with  emphasis  at 
first  on  labor-intensive  manufacture. 
But  also,  says  Economic  Development 
Board  Chairman  I.F.  Tang,  "We  in- 
vested 405?  of  our  gross  national  prod- 
uct in  education  in  order  to  prepare 
our  work  force  for  other  industry." 

The  investment  paid  off.  Singapore 
today  is  becoming  increasingly  selec- 
tive as  to  what  industry  it  will  allow 
in.  It  has  its  pick  of  sophisticated  elec- 
tronics manufacture  and  support  in- 
dustries for  the  offshore  oil  explora- 
tion in  nearby  Indonesia.  It  will  have 
a  S175-million  U.S.  investment  within 
two  years,  and  it  sees  itself  rivaling  or 


surpassing  Hong  Kong  as  a  banking 
center  for  the  Pacific  Basin. 

The  Pacific  Basin  has  reached  the 
point  now  where  trade  around  the  Pa- 
cific is  running  to  some  $100  billion, 
rivaling  the  Atlantic;  the  point  where 
Americans  and  Japanese  increasingly 
vacation  on  islands  once  the  romantic 
retreats  of  Gauguins  and  Robert  Louis 
Stevensons,  and  later  the  infernos  of 
war;  the  point  where  a  start  has  been 
made  toward  Tokyo's  eventual  money 
market  with  a  $300-million  Asian  cur- 
rency bank  in  Singapore. 

The  future  of  the  U.S.  lies  west- 
ward once  again.  ■ 


Looking  Ahead  in  Asia 


Okita  of  Japan  Economic  Research 


Many  people  see  recenf  Japanese  economic  growth  as  an  eighth  wonder  of  the 
world.  But  how  do  the  Japanese  see  it?  For  an  answer,  Forbes  interviewed  Dr. 
Saburo  Okita,  president  of  the  highly  respected  Japan  Economic  Research 
Center.  Dr.  Okita  was  one  of  the  original  planners  of  the  postwar  Japanese 
economy.  During  18  years'  service  with  the 'government's  Economic  Planning 
Agency,    he    became    Japan's    leading    expert    on    its    developing    neighbors. 


What's  your  vine  on  the  specula- 
tion that  Japan  will  have  the  world's 
leading  economy  by  tlie   year  2000? 

Okita:  I  think  Herman  Kalin  said 
that  the  21st  century  may  be  the  Jap- 
anese century.  But  I  say  this  is  a  long 
way  off.  We  cannot  continue  the  pres- 
ent high  rate  of  growth.  Probably  the 
1970s  and  '80s  in  terms  of  GNP,  may 
be  the  Japanese  century.  The  21st 
may  be  somebody  else's  century. 

Then  the  growth  will  slow? 

Okita:  There  will  be  a  leveling  off,  a 
slowing  down.  When  and  how  is  a 
question,  but  I  think  probably  when- 
we  approach  the  per  capita  income 
level  of  the  United  States— around 
1980.  The  present  leaders  in  Japan 
were  born  to  a  work  society.  They  are 


so  used  to  hard  work  that  there  is  a 
kind  of  generation  gap  between  the 
younger  and  older  generations. 

Even  another  decade  of  such 
growth  has  profound  implications  for 
Asia.  Will  Japan  alone  dominate  Asia? 

Okita:  If  we  follow  our  commitment 
to  have  1%  of  our  total  resources  flow 
to  the  developing  countries,  this  will 
be  a  sizable  amount,  because  our 
GNP  will  be  $400  billion  by  1975. 
And  Japan's  share  of  the  imports  of 
Southeast  Asian  nations  sometimes  al- 
ready exceeds  30%.  These  countries  do 
not  like  to  be  too  heavily  dependent 
on  a  single  country.  They  like  a  di- 
versity of  contacts.  Thailand  is  very 
keen  on  this  and  so  is  Malaysia. 

Who  is  to  offset  Japan? 


Okita:  Both  Europe  and  the  United 
States  should  also  come  into  South- 
east Asia.  And  Japan  should  also  go 
into  Africa  and  Latin  America.  There 
may  be  cases  of  joint  participation  of 
U.S.,  European  and  Japanese  corpo- 
rations. Such  ventures  will  be  highly 
desirable.  It  can  lead  to  trouble  if 
someone  monopolizes  an  area.  I  won- 
der sometimes  if  this  did  not  happen 
in  U.S. -Latin  American  relations. 

What    advantages    can    American 
business  bring  to  such  ventures? 

Okita:  You  have  capital  and  tech- 
nology. The  amount  being  spent  on 
research  and  development  in  the  Unit- 
ed States  is  far  larger  than  what  is 
spent  in  Japan.  For  many  years  to 
come  there  will  be  a  technological  gap 
between  the  U.S.  and  Japan.  You 
know  the  story  of  the  egg?  Until  you 
know  how  to  stand  an  egg  upright,  it 
is  difficult.  Once  you  know  how,  it  is 
easy.  So  technologically  it  may  be  easy 
to  catch  up  to  99%  of  the  U.S.  level 
but  not  easy  to  reach  101%. 

In  these  "many  years"  ahead,  what 
will  be  China's  role  in  Asia? 

Okita:  Oh,  you  save  the  biggest 
question  until  last.  In  terms  of  eco- 
nomic size,  Japan  is  much  larger  than 
China,  of  course.  Even  though  China's 
population  is  seven  times  that  of  Ja- 
pan. But  politically  China  may  be 
more  influential,  because  the  Chinese 
are  poor  like  other  Asian  nations.  In 
Japan,  as  in  the  U.S.,  the  income  is 
getting  higher,  so  sometimes  the  poor- 
er countries  do  not  like  you.  It  is  dif- 
ficult, but  Japan  and  the  U.S.  and 
other  developed  countries  must  bring 
economic  prosperity  to  those  other 
Asian  countries  without  creating  in- 
ternal political  polarization.  If  eco- 
nomic progress  results  merely  in  great- 
er disparity  in  income  levels  within  a 
country,  then  there  will  be  social  dis- 
content and  the  political  influence 
from  China  will  be  strong. 
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Who  Says  the  Odd-Lotter  Is  Wrong? 

The  odd/otter  is  rapidly  declining  in  importance  in  the  stock  market. 
That's  too  bad,  because  as  his  position  diminishes,  he  grows  wiser. 


He  sold  in  October,  November  and 
December  1968  at  the  top  of  the  mar- 
ket, and  he  sold  through  most  of 
1969  when  the  market  was  steadily 
declining.  In  April  1970,  he  began  to 
buy  heavily,  and  he  bought  still  more 
heavily  in  May.  Then  in  August  and 
September,  he  began  to  sell  heavi- 
ly again. 

Who  is  he?  A  whizbang  mutual 
fund  money  manager,  a  professional 
trader,  a  pension  fund  manager? 
Hardly.  He  is  that  long-despised  trad- 
er, that  reverse  indicator,  the  investor 


who's  always  wrong,  the  odd-lotter. 
Today,  there  are  fewer  odd-lotters 
(investors  who  buy  or  sell  shares  in 
less  than  round  lots  of  100)  than 
there  were  a  few  years  ago,  but  as 
the  chart  suggests,  they  seem  to  be 
shrewder.  By  a  process  of  natural  se- 
lection, the  odd-lotter  has  now  be- 
come, if  anything,  a  leading  indicator 
of  market  direction. 

That  belief  is  held  by  at  least  one 
long-time  analyst  of  odd-lotter  be- 
havior, partner  Sander  Landfield  of  the 
odd-lot  firm  of  Carlisle  DeCoppet  & 


N.Y.  STOCK  EXCHANGE 
ODD-LOT  SHARES 
(IN  THOUSANDS) 
+  1500 


STANDARD  &  POOR'S  500 
STOCK  AVERAGE 

90 


+  1000 


+  500 


Co.,  which  handles  virtually  all  of  the 
odd-lot  business  transacted  on  the  Big 
Board.  Says  Landfield,  "The  odd-lotter 
in  recent  years  has  made  a  mockery 
of  the  old  contrary-opinion  theory 
which  had  him  dead  wrong  at  most 
crucial  turns  in  the  stock  market." 

It's  a  whole  new  investing  game  to- 
day, xjf  course.  Since  the  end  of  the 
last  decade,  the  proportion  of  odd-lot 
trading  to  total  trading  has  declined 
from  over  one-fifth  to  around  7%  cur- 
rently. Total  trading  volume,  spurred 
by  institutional  buying,  has  soared 
more  than  threefold.  The  number  of 
odd-lot  traders  has  remained  fairly 
constant.  But  the  kind  of  person  who 
trades  in  odd  lots  has  changed. 

The  affluence  of  the  economy  over 
the  last  ten  years  has  turned  manv 
former  odd-lotters  into  round-lot  trad- 
ers (leading  one  cynic  to  suggest  that 
the  infallibly  wrong  odd-lotter  still  ex- 
ists, but  he  now  trades  a  few  hundred 
shares  instead  of  50).  Then  too,  many 
odd-lotters  have  moved  into  mutual 
funds  and  into  the  lower-priced  but 
more  speculative  American  Stock  Ex- 
change. One  market  technician  thinks 
that  the  mutual  funds  now  perform 
the  old  odd-lot  tricks.  When  fund  sales 
are  heaviest,  he  feels,  the  market  is 
near  some  kind  of  a  top,  and  when 
they  are  at  an  ebb,  the  market  may 
be  near  a  bottom. 

Those  who  remain  in  the  odd-lot 
market  are  long-term  investors  with 
limited  capital.  When  the  market 
looks  oversold  or  overbought,  they  ju- 
diciously buy  or  sell  just  as  they  have 
done  in  the  last  two  years. 

They  Want  Action 

"In  April  and  May,"  says  Landfield, 
"they  bought  the  volatile  glamour 
stocks  ranging  from  very  substantial 
IBM  to  stocks  like  University  Comput- 
ing." This  is  precisely  what  the  pro- 
fessionals bought,  and  the  prices  of 
many  of  these  stocks  have  gone  up  by 
50%  or  more.  So,  at  least  so  far  the 
odd-lotters  have  been  right. 

On  the  other  hand,  in  recent 
months  they  have  resumed  their  long- 
term  pattern  of  selling  large  capital- 
ization blue  chips,  or  former  blue 
chips,  including  General  Motors, 
Sears,  Boebuck,  du  Pont  and  others. 
One  reason:  They  feel  the  future  of 
these  companies  is  limited  because  of 
their  huge  size.  Up  to  now  the  odd- 
lotters  have  again  been  right,  but  for 
how  long  remains  to  be  seen. 

Whether  they  are  sometimes  wrong 
or  right  is  becoming  increasingly  an 
academic  matter  since  their  proportion 
of  trading  continues  to  dwindle  each 
year.  In  place  of  the  odd-lot  theory,  a 
new  market  theory  is  sure  to  arise, 
one  just  as  true  on  occasion  and  in  the 
long  run  just  as  irrelevant.   ■ 


36 


FORBES,    NOVEMBER    1,    1970 


Schooling  for  Profit 

You've  heard  of  public  schools  and  private  schools. 
Here's  a  public  school  run  by  a  private  company. 


Palo  Alto's  (Calif.)  Behavioral  Re- 
search Laboratories  (1969  sales:  84 
million)  has  just  become  the  first  pub- 
licly held  company  to  operate  a  pub- 
lic school.  Banneker  Elementary 
School  of  Gary,  Ind.,  which  will  be 
run  on  a  guaranteed  performance 
basis.  There  are  future  perils  even  if 
one  succeeds  in  meeting  performance 
guarantees,  and  BRL  may  fall  flat  on 
its  face.  But  BBL's  Gary  contract  is 
one  more  sign  of  the  increasing  partici- 
pation of  private  enterprise  in  public 
education  systems. 

Gary,  a  town  that  was  40?  black  as 
far  back  as  I960  and  is  run  by  a  black 
mayor,  Richard  G.  Hatcher,  called  in 
BBL  out  of  desperation  as  much  as 
anything  else.  "Seventy-five  percent  of 
the  kids  graduating  from  this  school," 
says  Dr.  George  Stern,  BBL's  president, 
"were  a  year  or  more  behind  the  na- 
tional norms  in  leading  and  math." 
Gary's  school  board  was  sufficiently 
worried  to  try  radical  solutions.  Tt 
did  so  against  objections  from  tradi- 
tionalists   and    the    teachers'    union. 


"The  biggest  hangup,"  says  Dr.  Gor- 
don McAndrew,  Gary's  superintend- 
ent of  schools,  "is  that  this  program  is 
operating  with  fewer  professional 
teachers.  There's  a  job  security  prob- 
lem. It  takes  a  pretty  gutsy  school 
board  in  a  city  like  this  to  take  on  the 
unions    and    the    staid    local    people." 

Gary's  school  board  contracted  for 
BBL  to  run  800-student,  all-black 
Banneker  for  four  years.  The  total 
cost  to  Gary  will  be  S640.000  per 
year,  or  $800  per  student,  about  $50 
per  student  less  than  Gary  now  spends 
to  run  the  school,  and,  in  terms  of  re- 
sults, BBL  can  hardly  do  worse  than 
Gary  has  done.  For  its  part,  BBL  has 
guaranteed  to  raise  each  student's 
achievement  scores,  as  measured  by 
an  outside  firm,  at  least  to  national 
averages  within  three  years.  Penalty 
for  failure:  refund  of  payments 
amounting  to  $2,400  for  each  student 
not  at  national  average. 

This  is  not  the  first  performance 
guarantee  by  private  industry  trying 
to  move  into  public  education;  the 
first  was  implemented  about  a  year 
ago  by  Dorsett  Educational  Systems 
teaching  reading  and  mathematics  in 
Texarkana,  Ark.  Most  recently,  the 
Office  of  Economic  Opportunity  ap- 
propriated S6.5  million  to  six  compa- 
nies that  are  guaranteeing  perform- 
ance of  their  elementary  education 
systems  in  21  school  districts  through- 
out the  country  in  a  series  of  experi- 
mental programs.  But  the  Gary  con- 
tract represents  the  first  time  a  private 
'  company  has  laid  its  program  on  the 
line  to  operate  a  complete  school— to 
provide  the  curriculum,  administration 
and  supervise  the  faculty.  Chances  are 
it  will  not  be  the  last. 

Even  if  BBL  is  successful  in  meet- 
ing its  guarantees,  there  is  a  long  and 
bumpy  road  ahead  for  business  in 
public  education.  Like  its  competitors' 
systems,  BBL's  involve  programmed 
instruction;  and  like  teaching  ma- 
chines, programmed  instruction  par- 
tially replaces  teachers.  That  may  be 
good  news  for  the  taxpayer,  consider- 
ing that  salaries  comprise  87%  of  edu- 
cation costs,  but  it  hardly  brings 
cheers  from  the  increasingly  militant 
teachers'  unions.  Indiana's  United 
Federation  of  Teachers,  for  example, 
fought  the  Gary  program. 

But  the  private  companies  have  one 
big  thing  going  for  them:  the  failure 
of  the  traditional  educational  system 
to  do  the  job,  particularly  for  black 
students.  ■ 


For  lease: 
Executive  retreat 
in  Florida. 


Golf  Course  Villa  Apartments  at  the 
world-famous  Boca  Raton  Hotel  & 
Club.  One  and  two-bedroom.  Full 
hotel  services.  Golf  on  4  courses. 
Tennis.  Cabana  Club  &  ocean  beach. 
Deepsea  fishing.  Swimming  pools. 
And  gourmet  meals.  Open  year'round. 
Hotel  will  lease  in  your  absence  (if 
desired)  and  credit  rentals  to  your 
account.  Great  place  for  key  execu- 
tives to  unwind  or  to  entertain  impor- 
tant clients.  International  air  terminals 
nearby.  From  $900  per  month  on  an- 
nual lease.  Weekly,  monthly,  seasonal 
and  long-term  rates  available.  For 
further  information, write  Bill  Worsham, 
Executive  Manager  and  Director  of 
Sales,  Dept.  F. 

Boca  Raton 


Pi  Hotel  &  Club 

BOCA  RATON,  FLORIDA  33432 


new   FIBERCLASS 
MATTHEWS  45's 

FiberC/ass  means  new  fiberglass  cruis- 
ers and  sportfishermen  in  a  class  apart 
.  . .  with  exclusive  Matthews  molded 
fiberglass  hull  so  strong,  safe  and  sea- 
worthy it's  certified  by  Lloyd's  of  Lon- 
don. Fiberglass  56'  cruiser,  offshore 
and  motor  yacht  models  also  available. 

Write  for  name  of  dealer  nearest  you. 
Enclose  SI.  00  for  color  literature  portfolio. 

THE  MATTHEWS  COMPANY 

Dept.  F-1170         Port  Clinton.  Ohio  43452 
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The  Money  Men 


"It's  the 
Individual  Investment 
That  Counts" 


Whenever  investors  begin  com- 
plaining about  how  much  money 
they've  lost  in  the  stock  market,  or 
whenever  the  New  York  Stock  Ex- 
change begins  boasting  about  how 
many  millions  have  how  many  bil- 
lions invested  in  common  stocks, 
we  like  to  stop  and  remind  our- 
selves where  Americans  really  in- 
vest their  dough.  Obviously,  they 
invest  in  real  estate. 

By  almost  any  measure,  real  es- 
tate leads  the  pack  as  an  invest- 
ment medium.  First  of  all  there  are 
those  40  million  to  45  million  peo- 
ple who  own  their  own  homes, 
.worth  some  $650  billion.  Then  there 
are  the  people  who  hold  mortgages 
or  rent  out  property— additional 
millions,  though  no  one  has  been 
able  to  count  them.  It's  a  frag- 
mented investment  medium,  the 
whole  real  estate  field:  millions  of 
investors,  more  millions  of  invest- 
ments. Yet  nobody  has  ever  been 
completely  successful  in  finding  a 
way  to  split  up  a  piece  of  real  es- 
tate so  that  units  of  ownership  and 
control  could  be  sold  like  shares 
of  stock. 

That  is  what  made  us  particular- 
ly glad  for  a  chance  to  talk  with 
two  of  the  real  authorities  in  a  field 
where  there  are  plenty  of  pretend- 
ers, two  men  who  have  probably 
come  as  close  as  anybody  to  devis- 
ing a  system  that  would  allow 
real  estate  to  be  bought  and  sold  in 
little  pieces  by  a  wide  variety  of  in- 
vestors. They  are  a  65-year-old 
New  York  real  estate  and  tax  law- 
yer named  Lawrence  A.  Wien  and 
his  60-year-old  sidekick  Harry 
Helmsley,  who  owns  the  real  estate 
management  firm  of  Helmsley- 
Spear  &  Co.  The  two  of  them  have 
been  major  powers  in  real  estate 
for  at  least  two  decades,  and  to- 
gether they  own  and /or  control 
and/ or  manage  some  $2.5  billion 
worth  of  properties. 

But  we  were  interested  less  in 
their  wealth  than  in  their  creativity. 
Larry  Wien  is  acknowledged  by  his 
peers  to  be  the  pioneer  in  the  area 
of  real  estate  syndication— a  setup 
under  which  a  number  of  smaller 
investors  become  limited  partners  in 
a  real  estate  venture,  sharing  (af- 


Real  estate  and  tax  lawyer  Wien 


ter  management  fees,  operating 
charges  and  certain  other  costs)  in 
the  profits,  depreciation  throwoff 
and  tax  deductions  of  the  venture. 

"I  thought  up  the  idea  in  the 
late  1940s,"  says  Wien,  a  trim, 
quick  man  who  moves  confidently 
around  his  opulently  traditional 
48th-floor  office  overlooking  New 
York's  Grand  Central  Station. 
"What  I  wanted  to  create  was  a 
vehicle  that  could  achieve  the  yield 
objective  of,  say,  12%  and  at  the 
same  time  avoid  the  corporate  in- 
come tax.  I  analyzed  the  tax  stat- 
utes, and  realized  that  if  I  could 
create  a  partnership  that  was  not 
engaged  in  business  but  was  mere- 
ly receiving  a  fixed  return  on  cap- 
ital investment  through  a  conduit, 
then  the  investor  would  only  have 
to  pay  an  individual  income  tax.  In 
addition,  I  could  save  half  or  more 
of  his  return  from  any  taxation  be- 
cause that  part  would  be  a  return 
of  capital." 

The  Internal  Bevenue  Service 
took  a  lot  of  argument  before  it 
agreed  informally  to  recognize  the 
concept  of  syndication.  But  finally 
it  did  so,  and  Wien  started  on  a 
series  of  syndication  ventures  that 
culminated  in  1961  in  his  pur- 
chase, with  Helmsley,  of  the  Em- 
pire State  Building  from  Colonel 
Henry  B.  Crown  for  $85  million. 
Some  3,000  eager  investors  snapped 
up  the  participations  in  what  still 
ranks  as  the  largest  syndication 
ever  offered. 

Just  about  the  time  Wien  start- 
ed syndicating  in  the  early  Fifties, 
Helmsley  had  come  into  the  pic- 


ture by  selling  Wien,  as  broker,  a 
two-story  building  at  67th  &  Co- 
lumbus Avenue  for  $165,000.  The 
two  men  could  hardly  be  more  dif- 
ferent from  each  other:  Wien  the 
Columbia  Law  School  graduate; 
Helmsley  the  big,  bluff  bundle  of 
energy  who  quit  after  high  school. 
But  Wien  liked  Helmsley's  style  and 
more  and  more  began  to  rely  on 
him  to  find  and  manage  real  estate 
properties.  Their  joint  New  York 
ventures  include  the  Lincoln  Build- 
ing (where  both  Wien  and  Helms- 
ley have  their  offices),  120  Broad- 
way, 200  Fifth  Avenue  and  the 
Plaza  and  Taft  hotels. 

Interestingly,  however,  Wien  and 
Helmsley  stopped  public  syndica- 
tion for  nearly  a  decade  after  the 
Empire  State  Building  deal.  Why? 
Says  Wien:  "During  the  Fifties  the 
stock  market  was  booming,  and  to- 
ward the  end  you  didn't  have  to 
have  good  merchandise  to  sell  in 
the  marketplace.  Some  inexperi- 
enced sharpshooters  formed  real  es- 
tate syndications,  went  public  and 
eventually  ran  into  a  lot  of  difficul- 
ties." So  for  most  of  the  Sixties  the 
Wien-Helmsley  partnership  has  of- 
fered only  private  syndications,  with 
participation  limited  to  15  or  20 
wealthy  investors. 

Until  recently,  that  is.  Last  De- 
cember Harry  Helmsley,  working 
with  another  partner,  named  Irving 
Schneider,  sold  to  the  public 
through  White,  Weld  &  Co.  an 
$82-million  package  of  22  proper- 
ties owned  by  Investment  Proper- 
ties Associates.  And  Larry  Wien 
himself  soon  expects  to  bring  out 
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a  $12.8-million  public  syndication. 

Some  of  Helmsley's  own  deals 
illustrate  the  kind  of  long  view  that 
both  men  think  a  big-time  real  es- 
tate operator  must  have  to  he  suc- 
cessful. Two  years  ago  he  and  five 
Other  investors  paid  Metropolitan 
Lite  Insurance  Co.  $90  million  for 
the  12,000-unit  Parkchester  apart- 
ment complex  in  the  Bronx,  which 
was  a  project  regarded  by  main  in 
the  business  as  a  white  elephant 
because  ol  its  07  rent-controlled 
return. 

"1  liked  the  risk  at  that  price,' 
Helmsley  explains,  a  faint  grin  flick- 
ering over  his  face.  "I  figured  that 
it  I  could  get  it  for  $90  million 
when  it  was  worth  close  to  $300 
million,  then  I  wasn't  likely  to  get 
too  badly  hurt.  And  there  are  things 
I  can  do  to  improve  the  return  that 
an  insurance  company  can't"— like 
establishing  a  new  depreciation 
base,  for  example.  Or  raising  the 
rents  more  vigorously  than  an  in- 
surance company  would  care  to  do. 

What  about  tenants  who  are 
hurt  by  higher  rents,  who  can't  af- 
ford to  pay  an  economic  rent?  Says 
Larry  Wien:  "I  think  there  is  going 
to  be  a  partial  socialization  of 
housing  in  critical  areas,  either 
through  direct  subsidies  to  people 
so  they  can  pay  the  going  market 
rate  or  subsidies  for  the  building 
so  that  it's  worthwhile  to  put  it  uo." 

For  men  who  have  made  multi- 
millions  in  real  estate,  Wien  and 
Helmsley  have  a  strange  attitude 
toward  investing  in  land.  They  are 
against  it.  Explaining  why,  Helms- 
lev  draws  a  vertical  line  in  the  air 


with  his  finger:  "I  only  understand 
the  yield  at  the  bottom  of  the  line, 
a  property  where  I  can  reasonably 
figure  out  a  return  on  the  invest- 
ment. Raw  land?  I  may  have  to 
wait  20  years  to  know  it  isn't  worth 
very  much.  This  business  about 
scarcity  of  land,  how  it  must  go  up, 
is  a  lot  of  baloney.  It's  true  some 
people  made  a  lot  of  money  buying 
some  properties  around  the  city 
when  it  was  growing  out.  Not  any 
more.  Look,  if  you  fly  or  ride  across 
the  country,  you  realize  there  is  an 
awful  lot  of  unused  livable  land 
still  left." 

Wien  agrees.  Says  he,  "If  you 
want  to  buy  and  sell,  you  may 
make  a  profit,  but  that  is  just  an- 
*  other  form  of  speculating  on  a  com- 
modity—shooting a  crap  game  with 
real  estate.  Some  people  go  into 
real  estate  to  sell  a  product,  to  im- 
prove and  develop  the  land,  like 
Boise  Cascade,  and  that  makes 
some  sense  over  the  long  run.  But 
those  who  are  just  buying  land  on 
speculation  to  turn  it  over  to  some- 
one else  at  higher  prices.  .  .  ." 

We  asked  Wien  what  he  thought 
about  all  the  big  Wall  Street  firms 
moving  into  real  estate.  His  an- 
swer: Not  much.  Said  Wien, 
"There  just  aren't  that  many  peo- 
ple around  with  competence  in  the 
field  of  real  estate.  Yet  here  they 
are  by  the  dozens  making  deals. 
How  many  of  them  really  know 
much  about  real  estate?" 

As  far  as  Wall  Street's  participa- 
tion in  real  estate  is  concerned, 
both  men  take  more  seriously  the 
real    estate    investment    trusts,    or 


REITs.  Most  of  today's  REITs, 
says  Helmsley,  "are  primarily  fi- 
nancing vehicles.  They  make  short- 
term  construction  loans  at  12$  to 
13%,  which  can  be  quite  good  if 
you  know  what  you're  doing." 

Helmsley  is  on  the  board  of  di- 
rectors of  the  Chase  Manhattan 
Real  Estate  Trust.  "Their  timing 
was  good,"  he  says,  "when  they 
came  out  with  a  $116-million  offer- 
ing earlier  this  year.  Mutual  of 
New  York,  on  the  other  hand, 
came  out  about  a  year  and  a  half 
ago  and  invested  significant  por- 
tions of  its  funds  at  8.5%  long  term, 
and  it  is  doing  poorly  in  the  market 
as  a  result.  Chase  is  investing  at 
shorter  and  higher  returns,  and  has 
leveraged  itself  up  near  $400  mil- 
lion in  investments.  With  money 
costing  8.5%  and  earning  12%,  the 
spread  after  expenses  is  about  3%. 
With  leverage  of  over  3  to  1,  you 
can  get  your  return  up  pretty  high 
overall  to  over  13%  to  14%."  But 
Helmsley  is  quick  to  add  that  this 
level  of  return  may  not  be  sustain- 
able for  long. 

Larry  Wien,  on  the  other  hand, 
is  downright  distrustful  of  mixing 
real  estate  and  the  stock  market.  "I 
must  be  old-fashioned,"  he  says, 
"but  I  thought  you  invested  in 
stocks  for  the  long  run  the  way  you 
do  in  real  estate.  But  the  way  spec- 
ulators have  been  trying  to  make 
a  last  profit  and  then  sell  out  to 
some  other  fool  at  higher  prices 
scares  me.  Worse  still,  the  institu- 
tions, pensions,  endowments  and 
banks  are  often  doing  the  same 
thing,  taking  equity  positions  and 
the  like.  I  hope  that  it  came  to  an 
end  with  the  long  decline  in  the 
stock  market.  But  I'm  not  sure  that 
it  won't  start  up  again  with  the 
market  recovering." 

We  couldn't  help  reflecting  that 
part  of  the  reason  for  Wien's  dour 
view  might  be  his  displeasure  over 
the  same  trend  in  real  estate,  the 
moneylenders'  growing  insistence 
on  equity  participation.  Wien  has 
another  name  for  it:  "The  insur- 
ance companies  and  a  number  of 
banks  have  been  taking  several 
pounds  of  flesh."  But  we  listened 
more  respectfully  when  he  added, 
"Many  of  the  institutions  will  lend 
the  builder  100%  or  even  110%  of 
the  mortgage  just  so  they  can  get 
the  extra  goodies.  That  kind  of  in- 
vesting could  be  dangerous,  be- 
cause those  properties  may  have 
been  overvalued  in  today's  market. 
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A 
HEALTHY 

BUSINESS 
CLIMATE 


sflnflmonio... 


A  colorful,  22-page  brochure  documents 
San  Antonio's  mighty  medical,  research, 
hospital,  nursing  home,  pharmaceutical, 
educational  and  cultural  mecca. 

A  highlight  is  the  683-acre  South  Texas 
Medical  Center...  a  spectacular  "medical 
city"  mushrooming  in  this  magnificent- 
ly beautiful,  800,000  populated  market 
...features  the  University  of  Texas  Medi- 
cal School  and  its  504-bed  teaching  hos- 
pital . .  .  and  virtually  every  conceivable 
kind  of  medical  research,  diagnostic  and 
treatment  facility. 

During  the  1970's  San  Antonio  will  have 
a  total  hospital  complex  value  of  one- 
quarter  billion  dollars  . . .  13,500  hospital 
beds  and  4,100  nursing  home  beds. 

Investigate  San  Antonio's  "healthy"  cli- 
mate for  your  profitable  business  and 
manufacturing  activities. 

Start  with  this  free,  informative  medical/ 
i   booklet  of  America's  13th 
largest  city. 

Request  1  confidence  on  your  letter- 
head to  OAV.  Sommers,  General  Manager. 

Cow  Porno®  Sbbwdsb  Bmm 


The  Money  Men 


ELECTRICITY  AND  NATURAL  GA9 


"Partners  with  You  for  Better  Business" 

SAN  ANTONIO,  TEXAS  78206 


"You  are  probably  too  young," 
Larry  Wien  went  on,  "to  remember 
the  mortgage  and  title  trust  com- 
panies of  the  1920s  that  went  bust 
in  the  1930s,  but  they  too  were 
lending,  at  100%  and  110%  of  the 
mortgage  and  were  using  gimmicks 
like  group  participation  certificates. 
Many  investors  don't  understand 
the  real  estate  business  and  don't 
know  what  they  are  getting  into. 
The  average  investor  has  been  dis- 
enchanted with  the  stock  market 
and  has  been  hurt.  Now  he  wants 
to  make  it  up  in  real  estate,  which 
is  supposed  to  be  a  good  inflation 
hedge.  Of  course  it  is;  but  if  you 
buy  at  the  wrong  price  and  the  in- 
vestment goes  sour,  it  won't  do  you 
any  good.  It's  the  individual  invest- 
ment that  counts." 

Says  Wien:  "Good  individual 
properties  aren't  as  easy  to  find  as 
it  may  sound,  not  one  good  enough 
to  hold  up  over  a  long  period  of 
time."  A  case  in  point  is  what  hap- 
pened in  the  Helmsley-Wien-syn- 
dicated  Empire  State  Building.  It 
has  been  threatened,  like  all  older 
office  buildings,  by  two  recent  de- 
velopments. One  is  the  prospective 
glut  in  Manhattan  office  space, 
growing  in  part  out  of  the  World 
Trade  Center,  the  Port  of  New 
York  Authority's  billion-dollar  boon- 
doggle. The  other  is  today's  record 
interest  rates,  which  made  the  par- 
ticipation's 9%  return  a  good  deal 
less  competitive  than  it  had  been 
in  the  early  Sixties. 

So  in  1967,  the  partners  say, 
they  raised  the  return  to  11.5%. 
They  gave  up  trying  to  defeat  the 
construction  of  the  twin  110-story 
towers  and  began  figuring  out 
ways  of  squeezing  more  profit  out 
of  the  Empire  State.  "The  differ- 
ence," says  Wien,  "comes  out  of 
our  operating  profit  and  we  call  it 
our  inflation  bonus."  His  point  is 
this:  Not  many  real  estate  invest- 
ments are  sound  enough  to  contain 
this  much  of  a  cushion.  Unless  the) 
are,  they  may  not  be  able  to  stand 
the  test  of  time. 

Which  brings  us  back  to  the 
title  of  this  piece,  and  makes  us  re- 
flect how  often  our  conversations 
with  successful  Money  Men  seem 
to  end  up  on  a  similar  note.  "Sure, 
this  form  of  investing  is  a  good 
one,"  they  say,  and  then  add,  "pro- 
viding you  do  it  right."  It  calls  to 
mind  the  old  saying  about  the  most 
important  thing  in  making  a  chicken 
pie:  First,  get  a  chicken.  ■ 
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This  announcement  is  not  an  offer  of  securities  tor  sale  nor  a  solicitation  of  an  offer  to  buy  securities. 

The  ottering  is  made  only  by  the  Prospectus. 


New  Issue /October  15,  1970 

$175,000,000 

The  Pacific  Telephone  and  Telegraph  Company 

Thirty-Six  Year  8%%  Debentures  due  October  1, 2006 

Interest  Payable  April  1  and  October  1 
Price  99.875%  plus  accrued  interest  from  October  1, 1970 

Copies  of  the  Prospectus  may  be  obtained  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  this  State. 


Salomon  Brothers  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Dean  Witter  &  Co. 

I  icor >on I ed  I  ncor pont ed 

Blyth  &  Co.,  Inc.  The  First  Boston  Corporation  Halsey,  Stuart  &  Co.  Inc.  Kuhn,  Loeb  &  Co. 
Lehman  Brothers  Drexel  Harriman  Ripley  duPont  Glore  Forgan 

I  ncorpon  t  f  d  I  ncor  port  t  ed 

Eastman  Dillon,  Union  Securities  &  Co.  Goldman,  Sachs  &  Co. 

Hornblower  &  Weeks-Hemphill,  Noyes  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co. 

Incorporated 

Stone  &  Webster  Securities  Corporation         Wertheim  &  Co.  White,  Weld  &  Co.  Bache  &  Co. 

Incorporated 

Paribas  Corporation  Bear,  Stearns  &  Co.  A.  G.  Becker  &  Co.  Alex.  Brown  &  Sons 

Incorporated  * 

Burnham  and  Company  CBWL-Hayden,  Stone  Inc.  Clark,  Dodge  &  Co. 

Incorporated 

Dominick  &  Dominick,       Equitable  Securities,  Morton  &  Co.        Goodbody  &  Co.        Hallgarten  &  Co. 

liMorooratoo'  I  ncor  ponied 

E.  F.  Hutton  &  Company  Inc.  W.  E.  Hutton  &  Co.  Ladenburg,  Thalmann  &  Co. 

F.  S.  Moseley  &  Co.  John  Nuveen  &  Co.  R.  W.  Pressprich  &  Co.  Reynolds  &  Co. 

clneortonted)  Incorporate*: 

L.  F.  Rothschild  &  Co.      Shearson,  Hammill  &  Co.        Shields  &  Company       F.  S.  Smithers  &  Co.,  Inc. 

I  ncorporat ed  I  neor aorat ed 

G.  H.  Walker  &  Co.  Walston  &  Co.,  Inc.  Wood,  Struthers  &  Winthrop  Inc. 
American  Securities  Corporation  Dick  &  Merle-Smith  Estabrook  &  Co.,  Inc. 
New  York  Hanseatic  Corporation  Wm.  E.  Pollock  &  Co.,  Inc.  Thomson  &  McKinnon  Auchincloss  Inc. 
Spencer  Trask  &  Co.  Tucker,  Anthony  &  R.  L.  Day                                Weeden  &  Co. 

IwrnnM  Ineorporoto* 
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Experience  Is  the  Best  Teacher 

Hidden  behind  Heublein's  great  success  is  one  glaring  mistake.  But  the  lesson 
it  teaches  may  more  than  make  up  for  the  current  loss  in  growth  and  profits. 


Hartford,  Conn.'s  Heublein,  Inc.,  en- 
joys a  reputation  for  superlative  mar- 
keting skill.  It  is  richly  deserved.  With 
its  Smirnoff  brand,  Heublein  has  cre- 
ated a  booming  U.S.  vodka  market  out 
of  whole  cloth.  It  literally  invented 
the  increasingly  popular  premixed 
canned  and  bottled  cocktail  business. 
Thanks  to  these  and  other  marketing 
triumphs,  and  aided  by  a  few  acquisi- 
tions, Heublein  has  lifted  sales  from 
$103  million  to  $583  million  over  the 
past  ten  years,  raised  profits  from  37 
cents  to  $1.45  per  share,  and  averaged 
a  38%  annual  return  on  its  stockhold- 
ers' equity.  Those  figures  were  good 
enough  to  rank  Heublein  among  the 
top  ten  performers  in  all  of  U.S.  in- 
dustry in  Forbes'  latest  Annual  Sur- 
vey of  American  Business. 

Yet  amid  these  many  and  glitter- 
ing successes  is  one  very  consider- 
able mistake— the  Theodore  Hamm 
Brewing  Co.,  Heublein's  largest  ac- 
quisition. Heublein's  Midas  touch  has 
failed  to  produce  anything  close  to 
the  hoped-for  results  from  Hamm's. 
It  was  acquired  in  the  euphoric  days 
of  the  mid-Sixties  when  Heublein,  a 
late-blooming  company  that  traces  its 
roots  back  into  the  19th  century,  was 
finally  tasting  its  first  real  success  in 
vodka  and  prepared  cocktails.  The 
ninth-largest  U.S.  brewer  with  around 
$155  million  of  sales  concentrated  in 
the  Midwest  and  West,  Hamm's  was 
actually  a  bit  larger  than  Heublein 
itself.  The  dream  was  that  Heublein, 
with  its  marketing  savvy,  could  build 
Hamm's  into  a  national  brand  like 
Schlitz  and  Budweiser. 

Unshakable  Realities 

Five  years  later,  the  dream  of  go- 
ing national  has  been  shattered  by  the 
realities  of  established  distribution  set- 
ups and  unshakable  brand  loyalties  in 
the  new  markets  Hamm's  planned  to 
enter.  Antitrust  considerations  have 
precluded  buying  into  other  beer  mar- 
kets. Today  Hamm's  still  is  sold  in 
onlv  26  states,  mainly  in  the  Midwest. 

Heublein  has  also  discovered  that 
the  beer  business  is  extremely  capital- 
intensive,  with  a  high  break-even 
point  on  profits.  So  instead  of  plowing 
money  mostly  into  marketing  and  new 
product  development,  Heublein  has 
had  to  invest  heavily  in  bricks  and 
mortar,  like  its  huge  new  St.  Paul  can- 
making  plant.  Heublein  has  not  lost  a 
lot  of  money  on  Hamm's  so  far,  but  it 
hasn't  made  much  either,  and  the 
growth  has  been  far  less  than  expect- 
ed. About  the  nicest  thing  President 


Wine  was  a  natural  addition 
to  Heublein's  line  of  bever- 
ages, says  President  Stuart 
Watson.  "It's  a  social  drink 
and  people  drink  more  for 
sociability  than  effect  now- 
adays. They  also  switch  from 
drink  to  drink;  so  by  adding 
wine  to  our  other  lines 
we  can  accommodate  them." 


Stuart  D.  Watson  can  find  to  say  about 
Hamm's— after  pointing  out  that  he 
had  nothing  to  do  with  its  acquisition 
—is  that,  "it  provides  us  with  a  fairly 
predictable  base  of  sales." 

Obviously  Hamm's  hasn't  hurt  Heu- 
blein badly.  That's  a  mighty  tribute  to 
smart  management  and  the  strength 
of  its  vodka  and  prepared  cocktail 
businesses,  plus  others  it  has  gotten 
into  more  recently— wine,  whiskey, 
rum,  brandy,  cordials  and  specialty 
foods.  But  the  Hamm's  failure  makes 
clear  that  Heublein's  marketing  skill 
alone  is  not  enough  to  guarantee  that 
the  company  will  continue  to  grow 
and  profit  at  its  recent  rate. 

Stuart  Watson  thinks  he  under- 
stands what  went  wrong  at  Hamm's. 
"The  key,  I  think,  is  that  the  beer 
business  is  not  very  susceptible  to 
change,"  he  says.  "Heublein  is  a  com- 
pany that  has  grown  and  prospered 
by  getting  into  markets  where  there 
was  plenty  of  change  to  exploit." 

Certainly  Heublein's  successes  in 
both  vodka  and  prepared  cocktails 
were  made  possible  by  changing  con- 
sumer habits  in  the  late  Fifties  and 
early  Sixties.  An  increasingly  affluent 
body  of  consumers,  freed  at  last  from 
the  burden  of  a  depression  and  two 
successive  wars,  was  ripe  to  try  a 
skillfully  promoted  new  beverage  like 
vodka.  The  shift  in  consumer  prefer- 
ences toward  convenience  items  in  the 
Sixties  was  just  what  the  doctor  or- 
dered for  its  canned  and  bottled  cock- 
tails. Heublein  had  been  in  vodka 
since  1939  and  premixed  cocktails 
since  the  late  1800s,  but  didn't  do 
well  in  either  until  the  winds  of 
change  began  to  blow  in  its  direction. 

Wine  Kick 

Today  Heublein  is  trying  to  exploit 
other  changes  in  consumers'  tastes  by 
getting  into  wine  in  a  big  way.  In 
1968  it  bought  San  Francisco's  United 
Vintners,  Inc.,  the  marketing  arm  of 
a  large  grape  growers'  cooperative 
that  owns  two  of  California's  best  wine 
brands:  the  high-volume,  popular- 
priced  Italian  Swiss  Colony  and  the 
much  smaller,  top-quality  Inglenook. 
It  also  acquired  Beaulieu  Vineyards, 
another  fine  California  vintner. 

Several  things  attracted  Heublein  to 
the  wine  business.  One  is  that  con- 
sumption has  been  growing  steadily 
(from  150  million  gallons  to  250  mil- 
lion since  1955).  Another  is  the  rela- 
tively low  per  capita  consumption  fig- 
ures (less  than  2  gallons  a  year  vs.  17 
for  beer)  which  augur  well  for  great- 
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er  future  wine  growth.  Still  another  is 
that  drinkers  between  25  and  35,  who 
are  responsible  for  most  of  the  growth 
in  wine  consumption,  are  showing 
a  marked  shift  in  preference  away 
from  traditional  wine  varieties  to- 
ward brand-new,  lighter-bodied,  of- 
ten slightly  flavored  products  like  UV's 
Cold  Duck  and  Bali  Hai,  for  example, 
which  it  did  not  even  make  a  few 
years  ago.  Thanks  to  this  shift, 
Heublem  last  year  sold  510,000  cases 
of  Cold  Duck  (a  champagne-spar- 
kling burgundy  combination)  and 
over  2  million  cases  of  Bali  Hai  (a 
fruit-flavored  wine). 

This  kind  of  opportunity  already 
makes  the  acquisition  of  United  Vint- 
ners, which  is  almost  as  large  as 
Hamm's  with  over  $100  million  in 
sales,  a  far  more  successful  transac- 
tion than  the  move  into  beer.  To  be 
sure,  United  Vintners  plays  second  fid- 
dle to  the  E.  &  J.  Gallo  Winery  in  sales 
of  the  lighter,  fla%ored  wines.  "We're 
playing  catch-up  ball,"  says  Watson. 
But  the  Cold  Duck  and  Bali  Hai  suc- 
cesses reinforce  his  opinion  that  Heu- 
blein,  if  it  is  to  maintain  its  rapid 
growth  and  high  profits,  must  avoid 
the  more  stable  markets  and  enter  the 
riskier  but  changing  fields. 

New  Worlds 

With  that  in  mind  Watson  is  steer- 
ing clear  of  the  two  biggest  beverage 
markets:  bourbon  whiskey  and  soft 
drinks.  Both  may  be  susceptible  to 
well-promoted  product  changes,  such 
as  the  new  light  American  whiskey, 
which  relaxed  govenunent  regulations 
will  permit  bourbon  makers  to  begin 
selling  in  1972.  But  not  even  an  out- 
sider of  Heublein's  talents  could  gain 
enough  market  share  in  either  busi- 
ness to  justify  the  expense  of  trying. 

For  now,  Watson  is  trying  to  keep 
up  Heublein's  rapid  growth  by  bring- 
ing out  new  variations  on  some  of  the 
beverages  already  in  the  fold.  Like 
Cold  Duck  and  Bali  Hai.  Like  lower 
proof  canned  cocktails.  And  even  like 
a  new  flavored  beer,  which  Heublein 
is  currently  engaged  in  test-marketing 
in  both  slightly  tart  and  slightly  sweet 
variations. 

Ultimately,  though,  Heublein  will 
have  to  find  new  worlds  to  conquer 
within  the  packaged  consumer  goods 
field.  That  explains  why  Watson  tried, 
unsuccessfully,  to  put  together  a  mer- 
ger with  Liggett  &  Myers  last  spring. 
L&M,  which  has  reduced  its  propor- 
tion of  cigarette  volume  considerably 
by  adding  things  like  J&B  Scotch  and 
Alpo  dog  food,  wasn't  interested.  So 
Watson  is  looking  elsewhere.  Where 
he  moves  only  time  will  tell.  But  it's  a 
safe  bet  it  will  not  be  into  a  business 
that  promises  to  be  as  mature  and  in- 
flexible as  beer.  ■ 


WhaVs 
Chromallog  American 

doing  with  the 

Hottest  New  Aluminum 

Die  Casting  Machine 

in  the  Business  ? 

Plenty!  This  unit,  the  Dimo  Low  Pressure  Casting  Machine,  offers  substantial  savings, 
improved  efficiency  and  better  finish.  If  you  are  a  Manufacturer,  you  can't  afford  not 
to  be  informed  about  the  details  of  this  truly  fabulous  machine.  It's  distributed  exclu- 
sively by  Chromalloy  American.  Call  or  write: 


'Service  Mark 


Mr.  George  Wartey,  Chief  Executive  Officer, 

Chromalloy  Prescast  Division 

Chromalloy  American  Corporation 

4301  So.  Spring  Avenue,  St.  Louis,  Missouri  63116 

Phone:  (314)  352-4034  (212)  685-4533 

Chromalloy American... 

A  Corporate  Family  of  Creative  Companies 


120  Broadway,  New  York  10005 

Listed  on  the  New  York  Stock  Exchange.  Ticker  symbol  CRO 


I  The 
i  Doctor 
*id  is  in... 

A  SHIP  MAKES 
HIS  HOUSE  CALLS 

The  man  shown  is  a  teacher.  He 
gets  no  pay.  All  he  gets  is  the  satisfaction 
of  knowing  that  because  he  cares  and 
sacrifices,  sick  people  are  restored  to 
health  and  live  happier,  more  produc- 
tive lives. 

He  is  also  a  doctor  ...  an  American 
...  a  "Hopie."  If  "Hopie"  sounds  just 
the  least  bit  funny,  the  service  he  per- 
forms in  developing  countries  is  a  serious 
business  indeed.  His  kind  has  traveled  to 
Asia,  Africa  and  Latin  America,  training 
local  doctors  and  nurses  and  bringing 
medical  aid  to  those  who  desperately 
need  it  .  .  .  all  part  of  a  unique  self-help 
project  we  call  HOPE. 

This  doctor  and  hundreds  of  his  fel- 
low professionals  have  volunteered  their 
time  and  abilities  to  serve  on  the  world's 
first  peacetime  hospital  ship,  the  S.S. 
HOPE.  They  go  forth  as  teachers  .  .  . 
and  their  legacy  benefits  generations 
yet  unborn. 

Still  other  "Hopies"  are  at  home 
training  disadvantaged  Mexican-Ameri- 
cans and  American  Indians  for  health 
careers.    Send  your  share  of  hope  today. 

PROJECT 

PIPI 

men  "M  A  DECADE   OF   HOPE 
lyDU  -  (  U  A  LEGACY  OF  HEALTH 

DEPT.  A,  WASHINGTON,  D.C.  20007 
Your  Contribution  is  Tax  Deductible. 


Nffl 


NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
Chattanooga,  Tennessee  37402 

OIL  AND  GAS  DIVISION 

Minerals  ownership, 
exploration  and  development. 

WHELAND  FOUNDRY  DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 
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Rockwell  Report 

by  Clark  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


Hothouses  in  Holland  and  mosques  in  Iran  are  just  two  of  the  diverse 
places  where  natural  gas  heating  is  finding  its  way  as  other  countries 
around  the  globe  develop  this  resource. 

And  we're  helping,  with  measurement  and  control  experience  and 
products  developed  through  long  partnership  with  our  sophisticated 
United  States  gas  industry. 

Rockwell's  participation  in  these  expanding  gas  markets  abroad  is  an 
interesting  example  of  our  multi-national  company  at  work.  In  Shiraz 
(Iran's  first  gas  distribution  system),  our  English  sales  company  engi- 
neered and  sold  our  meter-regulator  stations,  which  will  be  fabricated 
by  our  Belgian  subsidiary  using  products  from  the  U.S.,  an  English  man- 
ufacturing licensee,  and  a  German  joint-venture. 

A  far  cry  from  our  international  gas  products  organization  13  years 
ago  which  consisted  of  a  small  office  in  Geneva. 


Bellows  from  Britain.  We  also  have 
international  marketing  activities 
that  work  in  reverse.  For  example, 
we've  recently  become  the  exclu- 
sive U.S.  distributor  for  a  line  of 
bellows-sealed  valves  made  in 
England  by  Newman  Hender  Ltd. 
This  valve  is  truly  unique  and  has 
particular  significance  in  view  of 
today's  ecology.  Its  tight  seal  liter- 
ally eliminates  any  chance  of  leak- 
age to  the  atmosphere  —  even  in 
critical  chemical  processing, petro- 
leum refining  and  nuclear  power 
applications. 

Fatigue  machine.  Our  LFM- 
Atchison  Division  is  supplying  the 
truck  assemblies  for  250  rapid 
transit  cars  for  the  BART  system  in 
San  Francisco.  But  before  rolling  a 
mile,  the  truck's  structural  mem- 
bers will  have  been  in  service  20 
years!  We  gave  them  a  2-million 


cycle  flex  test  to  simulate  the 
stresses  and  strains  of  20  years 
track  time.  And  we  did  it  on  a 
fatigue  test  machine  that  we  de- 
signed and  built  specially  for  the 
job. 

Getting  to  know  us.  If  you'd  like  to 
become  better  acquainted  with  us, 
you'll  find  our  Financial  Fact  Book 
helpful.  Besides  containing  a  num- 
ber of  informative  statistics,  it 
gives  an  insight  to  our  corporate 
philosophy  and  management 
direction.  The  book  also  describes 
the  several  growth  markets  served 
by  our  29  product  lines  to  give 
substance  to  our  goal  of  solid 
growth  through  the  1970's  and 
beyond. 

For  your  copy,  write  Rockwell 
Manufacturing  Company,  417L 
N.  Lexington  Avenue,  Pittsburgh, 
Pennsylvania  15208. 


9  Rockwell 

MANUFACTURING  COMPANY 


What?  Pot? 

Not  Laredo. 

Louisville's  Brown  &  Williamson  To- 
bacco Co.,  maker  of  Kool,  Viceroy 
and  Raleigh  cigarettes,  has  a  spanking 
new  product.  It's  not  a  cigarette,  ex- 
actly. It's  *a  cigarette-production  pro- 
cess, a  machine  to  roll  your  own  with  a 
filter  attached.  The  kit— machine,  to- 
bacco*,- cigarette  papers,  filters  and 
packages— retails  for  $2  or  so  and  is 
called  Laredo,  after  a  small  south- 
western city  on  the  border  between 
Texas  and  Mexico. 

Sales  of  the  new  machine,  like  those 
of  a  well-known  consumer  product 
grown  in  Mexico,  are  spreading  like  a 
grass  fire  these  days.  But  B&W,  a  sub- 
sidiary of  British-American  Tobacco 
Co.  Ltd.,  officially  sees  no  connection. 
"It  is  not  only  our  marketing  intention 
but  also  our  moral  conviction  that  the 
Laredo  machine  be  used  only  with 
Laredo  tobacco,"  says  a  company 
statement.  "Specifically  we  cannot  re- 
late the  use  of  marijuana  to  the  Laredo 
machine."  Says  a  B&W  spokesman: 
"We  don't  have  any  plans  remotely  to 
do  with  marijuana." 

B&W  officials  maintain  that  Lare- 
do's runaway  success,  like  that  of  simi- 
lar devices  during  the  Depression  and 
World  War  II,  lies  more  in  economics 
than  in  cultural  revolution.  Laredo 
users  can  make  a  pack  of  cigarettes 
for  20  cents  vs.  a  50-to-60  cent  tab 
for    tailor-made    cigarettes    in    many 


states.  Laredo's  sales  have  outrun 
B&W's  production  capacity,  but  pot's 
not  the  reason,  B&W  men  say.  At  $15 
an  ounce  and  up,  the  amount  of  mari- 
juana needed  to  fill  a  cigarette  would 
make  Laredo  an  extravagance,  they 
say.  And  who'd  want  a  filter? 

The  fastidious  middle-class  "week- 
end" smoker,  that's  who.  In  that  re- 
gard, too,  Laredo's  prerolled  paper 
tube  does  away  with  the  need  for 
human  saliva  as  adhesive.  And  even 
with  the  expense  of  marijuana,  the 
cost  for  a  weekend  pot  party  is  not 
much  more  than  that  of  a  couple  of 
good  bottles  of  whiskey.  The  truth  is, 
moreover,  that  marijuana  is  gaining 
more  increasing  acceptance,  and  sen- 
timent favoring  its  legalization  is  ris- 
ing. Who  knows  how  much  longer  any 
tobacco  company  can  ignore  the 
growth  potential  of  such  a  market.   ■ 
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Eglise  de  Lauze-Vaussais 


Maurice  Utrillo 


You  are  looking  at  a  painting  ai  the  Eglise  de  Lauze  by  the  French  impressionist  Maurice 
Utrillo.  This  work,  now  in  the  FORBES  collection,  will  appear  in  a  handsome  reproduction 
on  the  card  announcing  all  Christmas  gift  subscriptions  to  Forbes  magazine  this  year.  Hand 
inscribed  according  to  your  directions,  the  card  will  be  mailed  by  us  to  arrive  in  time  for 
Christmas. 

This  year's  gift  rates  offer  substantial  savings  to  buyers  of  more  than  one  gift.  The  regular 
rate  of  $9.50  a  year  applies  to  the  first  subscription.  However,  each  additional  gift  on  the 
same  order  costs  only  $7.50— a  two  dollar  saving. 

All  subscriptions  will  begin  with  the  big  January  1,  Annual  Report  on  American  Industry 
rating  the  management  performance  of  the  top  U.S.  companies.  From  then  on,  FORBES 
will  arrive  as  a  reminder  of  your  thoughtfulness  twice  a  month  throughout  the  year. 

We  invite  you  to  place  your  order  now  by  completing  and  mailing  the  order  form  adjoining 
this  page  or  by  writing  to  FORBES,  Dept.  1271,  60  Fifth  Avenue,  New  York,  N.Y.  10011. 


Forbes  Gift  Rates 

One  Gift  Subscription  for  One-Year $9.50 

Each  additional  Gift $7.50 

Pan-American  &  Foreign  Orders,  please  add  $4  a  year 


THE  RADIAL  REVOLUTION.  We  have 
to  own  up.  We  started  it. 

Way  back  in  1948. 

Do  you  recall?  It  was  the  year  we 
introduced  the  Michelin-X  Radial  Tire. 

What  have  we  been  doing  since  that 
revolution  in  1948? 

Testing  and  perfecting,  of  course. 
You  can't  start  something  revolution- 
ary like  this  unless  you're  prepared  to 
make  it  work  better  and  better. 

Now  the  Michelin-X  tire  stands  out 
as  the  pace-setter,  the  steel  radial 
tire  the  others  have  to  measure  them- 
selves against. 


What  does  this  mean  to  you  in  plain 
simple  facts? 

The  Michelin-X  Steel  Radial  tire  is 
first  of  all  built  for  today's  hi-speed 
turnpike  driving.  Its  revolutionary  radial 
construction  combined  with  the  unique 
steel  safety  belt  beneath  the  tread  vir- 
tually eliminates  dangerous  heat  blow- 
outs and  punctures. 

Michelins  grip  the  road  better  no 
matter  what  the  speed  or  condition  of 
the  surface. 

We  guarantee  in  writing  at  least 
40,000  miles  on  our  Michelin-X  treads. 
Four  to  one  as  compared  to  most 


"ordinaries"  is  not  unusual. 

We're  proud  we  can  make  such  a 
guarantee.  We're  proud  of  our  world 
leadership  in  new  tire  improvements. 

And  we're  even  happy  to  say  it . . . 

We're  proud  we  start  revolutions. 

WRITE   OR  CALL  COLLECT  FOR 
COMPLETE  DETAILS 
ON    OUR    REVOLU- 
TIONARY MICHELIN-X 
RADIAL  TIRES. 

Now  original  equip- 
ment on  the  Lincoln 
Continental  Mark  III. 


WORLD  LEADERSHIP 
IN  TIRE  INNOVATION 


"MiCheUn  guarantee  covers  -10.000  mile  tr?ail  life,  delects  In  workmanship  and  materials  and  normal  road  hazards  (excluding  repairable  punctures).  Is  limited  to  free  repair,  or  credit  or  refund  equal  to  original  purchase 
price  multiplied  by  percentage  of  guaranteed  mileage  not   run   (at  Michclln's  option),   and  is  conditioned  upon  use  with  "Alrstop"  tubes  (where  applicable)  and  non-comtucrclal  use  on  passenger  car  or  station  wagon." 


2500   MARCUS  AVE.,  LAKE  SUCCESS,  NEW  YORK  11040  •  516-488-3500 


// 


There's  Brass  in  That  Glass 


r? 


After  a  century  and  a  half,  the  Pilks  are  letting  the 
public  join  them  as  Lords  of  the  Pilkington  Manor.  It's 
an  old-fashioned-looking  but  remarkably  profitable  place. 


Britain's  Pilkington  Brothers  Ltd.  is 
a  company  with  one  foot  in  the  late 
20th  century  and  the  qjher  in  tlie  ear- 
ly 19th.  Technologically,  Pilkington  is 
the  most  advanced  glassmaker  in  the 
world.  By  virtue  of  that  technology 
and  the  patents  that  stem  from  it,  it's 
the  dictator  of  the  industry,  and  all  of 
the  world's  largest  glassmakers,  com- 
panies like  PPG  Industries,  Libbey- 
Owens-Ford  and  Saint-Gobain  of 
France,  pay  it  tribute. 

Technology  aside,  Pilkington  is 
something  of  a  19th  century  curiosity. 
The  first  Pilkington.  William,  joined 
the  company  144  years  ago,  and  the 
Pilkingtons— hundreds  ot  them  by  now 
—still  own  it  and  run  it  like  a  private 
fiefdom.  Sixty-five-year-old  Lord  Pilk- 
ington  (who  rides  to  work  on  a  bi- 
cycle) is  the  fourth  of  his  line  to 
serve   as   chairman;    and   the   inhabi- 


tants of  St.  Helens,  the  city  in  Lan- 
cashire where  the  company  is  head- 
quartered, refer  to  him  as  "the  Lord 
of  the  Manor."  The  family  is  called 
"the  Pilks." 

This  anomaly  will  soon  end.  Pilk- 
ington at  last  is  going  public.  Nobody 
except  the  Pilks  knows  how  many  of 
the  family's  11  million  shares  will  be 
put  on  the  market  or  how  much  they 
will  ask  for  them.  But  most  estimates 
start  at  S250  million,  and  nobody  in 
the  City  (London's  financial  commu- 
nity) expects  to  have  any  difficulty  in 
moving  them,  even  in  today's  de- 
pressed markets. 

Money  Machine 

The  fact  is  that  Pilkington  Brothers 
is  probably  the  most  profitable  com- 
pany in  its  business.  With  sales  of  only 
$280   million,    Pilkington   may   be    a 


dwarf  beside  PPG  ($1.1  billion), 
Saint-Gobain  of  France  ($816  mil- 
lion) and  Libbey-Owens-Ford  ($448 
million).  Nonetheless,  in  a  normal 
year,  its  profit  margins  are  the  best 
in  the  industry,  and  even  last  year, 
when  strikes  caused  a  40%  decline  in 
net,  Pilkington  still  managed  to  earn 
$20  million  on  operations  as  compared 
with  $56  million  for  strike-free  PPG, 
$40  million  for  L-O-F  and  $29  million 
lor  Saint-Gobain. 

And  that  isn't  all.  In  addition,  Pilk- 
ington gets  hefty  royalties  from  its 
patents  on  the  so-called  float  process 
for  making  flat  glass,  which  involves 
floating  the  molten  glass  on  a  surface 
of  molten  tin.  This  process  was  de- 
veloped in  1959  by  Lord  Pilkington's 
cousin,  Alastair,  a  mechanical  engi- 
neer, who  says  he  got  the  idea  while 
washing    dishes    for    his    wife.     The 


Company  Town.  Pilkington's  33,000  workers  in  more 
than  a  dozen  countries  are  not  only  well  paid,  they  are 
well  cared  for.  Its  headquarters,  St.  Helens  (population: 
100,000),  is  a  company  town.  With  its  grimy  red-brick 
terraced  homes,  Victorian  pubs  and  fish-and-chip  houses, 
it  could  serve  as  a  set  for  a  movie  about  the  Industrial 
Revolution.  Even  so,  the  Pilkingtons  make  it  possible  to 
buy  a  house  in  midtown  for  as  little  as  $2,500.  A  full 


third  of  the  workers  in  St.  Helens  work  for  Pilkington. 
Aside  from  wages,  they  receive  all  kinds  of  little  bene- 
fits, ranging  from  free  vegetable  seeds  for  their  gar- 
dens to  sacks  of  coal  to  warm  their  homes  in  winter.  Pilk- 
ington even  pays  the  TV  license  fees  for  its  pensioners. 
Which  is  why  last  year's  seven-week  strike  was  a  shock- 
er. In  Pilkington's  private  welfare  state,  strikes  had  always 
been    something    that    happened    to    other    companies. 
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The  "MELIA  CASTILLA": 

designed  for  conventions  and  conferences  combining  business  with  pleasure... 
as  successful  conventions  do. 

In  Ihe  heart  of  Madrid,  Spain,  the  finest,  most  luxurious  and  largest  hotel  in  Europe,  the  "MELIA 
CASTILLA",  caters  to  your  every  desire. 

The  "MELIA  CASTILLA":  Instant  success  lor  your  conventions. business  and  pleasure. 

?j-  1000  twin-bedded  rooms  with  private  bath,  radio  and  T.  V. 

•?£  Convention  and  banquet  room  (without  columns),  seating  up  lo  1700  people  (simultaneous  translation 

equipment),  private  meeting  rooms  (for  15  400  persons),  secretarial  services  and  private  offices. 
S|J  Two  restaurants,  bars,  cocktail  lounges,  night  clubs,  swimming  pool,  saunas,  Turkish  baths,   tennis 

courts,  parking  garage  for  500  cars,  car  rental  service,  extensive  shopping  arcade. 
^J  Closed  circuit  T.  V.  and  airconditioning  throughout  the  hotel. 

Plan  your  convention  where  your  conventioners  and  their  wives  can  live  in  one  hotel,  large  enough  to 
hold  them  all  in  unmatched  luxury,  FOR  ONLY  $  7.50  PER  PERSON  (in  double),  a  "City"  within  Europe's 
newest  and  liveliest  convention  Cily.  MADRID. 

Your  next  convention  in  the    City"  custom-built  for  you! 


Melia 


The"City"withinaCity 


:ons  available  through  all  leading  travel  agents  in  your  country.  Or:  Utell  Interna- 
tional -  Essex  House  -  New  York,  N.  Y.  10019  -  Tel:  212  Plaza  72981.  Or  write  to:  Manuel 
Coronado,  V.  P.  Marketing.  Melia  Hotels  (Melia  Building).  25  Princesa  St.,  Madrid-8,  Spain. 
Tel:  2485800  Telex:  27333. 


Show  me  an  important  man 
in  business 
who  does  not  read 
FORBES  Magazine 

and  I'll  show  you  a  man  who  thinks  running  boards 
are  coming  back. 

Forbes:  capitalist  tool 


float  process  turns  out  flat  glass  of 
plate  glass  quality,  yet  it  requires  only 
two-thirds  as  much  in  capital  invest- 
ment and  it  cuts  operating  costs  by  at 
least  25%. 

Pilkington  could,  of  course,  have 
exploited  the  patents  itself,  but  that 
would  have  required  an  enormous 
capital  investment  for  expansion  of 
production  facilities,  far  more  than  a 
family-held  company  possibly  could 
raise.-  Pilkington  chose  to  license  the 
patents  to  its  competitors  instead— but 
under  rigid  conditions.  The  licenses 
run  for  only  16  years.  In  addition  to  a 
healthy  down  payment,  Pilkington  de- 
mands a  royalty  on  every  square  inch 
of  glass  the  licensees  produce  by  the 
float  process.  It  decides  where  they 
can  market  the  glass  (for  example, 
Ford  Motor  Co.,  which  has  its  own 
glass-making  facilities,  can  sell  only  a 
limited  amount  of  glass  in  Canada), 
and  retains  for  itself  the  growth  mar- 
kets. It  has  laid  down  this  law  even  to 
Soviet  Russia. 

The  licensees  also  must  share  with 
Pilkington  any  improvements  that 
they  make  in  the  float  glass  process, 
which  is  one  good  reason  why  Pilk- 
ington promises  to  remain  the  most 
technologically  advanced  float  glass 
maker  in  the  world. 

Last  year,  the  royalties  poured  $15 
million  into  Pilkington's  coffers,  and, 
says  Lord  Pilkington,  "Licensing  in- 
come is  not  yet  at  its  peak.  There  will 
be  many  more  float  plants  built  in 
several  countries."  By  1980  Pilking- 
ton expects  to  have  taken  in  a  total  of 
$350  million  in  royalties— and  all  this 
from  a  process  that  cost  a  mere  $17 
million  to  develop. 

Come  What  May 

The  royalties  have  another  signal 
advantage.  They  are,  in  Lord  Pilk- 
ington's words,  "a  nontrading  stabi- 
lizer"—that  is,  no  matter  how  much 
Pilkington's  own  sales  may  fall  off, 
they  keep  coming.  That  is  why,  even 
though  operating  profits  were  down 
40%,  last  year  was  the  second-best 
year  in  the  company's  history. 

It  is  the  need  for  capital  that  has 
forced  Pilkington  to  move  into  the 
20th  century  by  going  public.  The 
market  for  float  glass  is  a  vast  and 
expanding  one.  Not  only  is  float  driv- 
ing out  regular  plate  glass;  with  ev- 
ery technological  advance,  the  cost  of 
making  it  goes  down,  so  that  it  may 
eventually  replace  sheet  or  window 
glass.  The  Pilks  just  don't  have  the 
capital  necessary  to  answer  the  de- 
mands of  the  market. 

In  Lancashire,  money  is  called 
"brass."  In  the  City,  as  they  wait  for 
the  Pilks  to  put  their  stock  on  the 
market,  the  brokers  are  saying: 
"There's  brass  in  that  glass."  ■ 
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'Land,  Money  or  Oil 

Meet  Charter  Co.,  a  little  compa- 
ny with  big  ideas.  Very  big  ideas. 


At  first  glance,  Florida's  tiny  11- 
year-old  Charter  Co.  appears  hardly 
worth  a  second  glance.  A  miscellany 
of  banking  and  other  operations.  Char- 
ter didn't  make  a  profit  from  1963 
through  1969,  it  posted  a  working 
capital  deficit  of  SI  million  in  1968, 
and  it  still  had  negative  retained  earn- 
ings in  1969.  Yet  Charter,  with  but 
$33  million  in  assets,  is  now  com- 
pleting a  STl-million  deal  to  buy  Sig- 
nal Cos.'  875  southeastern  gas  stations. 
plus  a  refinery  and  important  over- 
seas oil  wells.  What's  more.  Charter 
barely  missed  winning  control  ot  more 
than  S'2  billion  worth  of  assets  a  few- 
months  earlier.  However  improbable 
this  sounds,  it  onlv  shows  that  there's 
more  to  Charter  Co.  and  43-year-old 
Chairman  and  President  Raymond  K. 
Mason  than  meets  the  eye. 

Charter  began  in  Jacksonville  in 
1959  as  a  small  collection  ot  real  es- 
tate companies,  and  in  1963  Mason, 
then  head  of  a  family-owned  mort- 
gage banking  business,  bought  about 
30%  of  Charter's  stock  and  took  over. 
Under  Mason.  Charter  moved  rapidly 
into  commercial  and  mortgage  bank- 
ing, and  then  even  into  gasoline  retail- 
ing under  the  Dixie-Vim  brand.  By 
1969  the  compan)  had  a  net  of  SI. 3 
million,  or  51  cents  a  share,  including 
a  17-cent  tax  credit.  Charter  is  con- 
siderably more  substantial  than  it 
seems,  however.  Through  its  banking 


Like  so  main  conglomerates,  Los 
Angeles-based  Signal  Cos.  has  been 
busy  selling  off  some  of  its  assets  of 
late:  more  than  S200  million  worth, 
in  fact,  over  the  last  three  years.  In 
1968  Signal  sold  its  entire  Euro- 
pean oil  marketing  arm  for  more 
than  $100  million.  Earlier  this  year 
it  sold  its  one- third  ownership  in  a 
Kuwait  oil  company  for  S18.5  mil- 
lion, and  its  5358  interests  in  The 
Arizona  Bank  and  Allison  Steel 
Mfg.  Co.  for  about  the  same 
amount.  Most  recently  its  south- 
eastern gasoline  marketing  network 
and  other  oil  properties  went  to 
Charter  Co.  (see  story)  for  $71  mil- 
lion, and  Signal  undoubtedly  also 
wants  to  sell  its  western  service  sta- 
tions and  even  some  of  its  real  es- 
tate holdings. 

Was  there  any  special  signifi- 
cance to  the  housecleaning?  Did  it 
portend  major  Signal  moves  else- 
where?   Explains    Signal    President 


interests  (which  include  99%  of  the 
S49-million  Jacksonville  National  Bank 
and  20%-plus  of  Charter  Bankshares 
Corp.,  an  eight-bank  holding  compa- 
ny), Charter  controls  a  minor  finan- 
cial empire  with  assets  of  $142  mil- 
lion—four times  the  "consolidated" 
$33  million  shown  on  Charter's  books. 

Too  Big  a   Bite 

Even  so.  Charter's  first  venture  into 
the  big  leagues  of  business  was  bold. 
While  in  Los  Angeles  arranging  the 
Signal  deal.  Mason  met  Occidental  Pe- 
troleum's wily  boss,  Dr.  Armand  Ham- 
mer. In  short  order  merger  negotia- 
tions were  under  way  with  Oxy,  and 
the  Signal  deal  was  temporarily 
shelved.  If  the  Oxy  merger  had  gone 
through.  Mason  would  have  emerged 
as  vice  chairman  and  an  heir  apparent 
to  the  72-year-old  Hammer. 

They  would  have  made  quite  a 
team,  for  both  men  have  the  political 
savvy  needed  in  the  oil  business.  At 
Oxy,  former  Postmaster  General  W. 
Marvin  Watson  heads  the  internation- 
al subsidiary  and  his  vice  president  is 
former  Montana  Governor  Tim  M. 
Babcock.  At  Charter,  Mason's  close 
friend  and,  until  his  recent  resigna- 
tion, a  director  of  Charter,  is  Maryland 
Senator  Joseph  D.  Tydings. 

But  the  merger  was  doomed  from 
the  outset.  "We  thought  of  it,"  recalls 
one  Charter  executive  with  a  chuckle, 


Smaller  Signal- 


"more  as  a  Charter  takeover  of  Oxy 
than  the  other  way  around."  Appar- 
ently so  did  Oxy's  board,  which  un- 
derstandably had  difficulty  swallow- 
ing the  idea.  After  five  months  of 
talks,  the  deal  collapsed. 

Though  a  lesser  deal,  the  Signal 
acquisition  is  still  a  coup  for  Charter. 
Granted,  it  includes  375  unprofitable 
Hancock  stations  in  Texas  and  a  Hous- 
ton refinery.  But  it  also  involves  some 
valuable  foreign  interests,  Signal's  50% 
of  the  Billups  Western  and  Super- 
Test  chains,  both  comprising  250  sta- 
tions and  both  highly  profitable.  Char- 
ter paid  for  all  this  with  a  package  of 
cash  (32%),  debt  (50%)  and  preferred 
stock.  Even  at  $71  million,  Mason  is 
probably  getting  a  bargain,  for  Signal 
clearly  wants  out  of  gasoline  mar- 
keting (sec  box). 

Of  course,  there  are  problems. 
Charter  plans  the  costly  change  of  all 
the  Signal  stations  to  a  single  brand. 
Charter's  own  Dixie- Vim  chain  has  no 
credit-card  system,  whereas  the  ac- 
quired stations  do.  But  a  credit-card 
system  is  a  must  today,  and  though 
Signal  has  agreed  to  carry  the  burden 
another  year,  that's  another  upcoming 
expense  for  Charter. 

Where  will  Charter  go  from  here? 
One  possibility:  more  gas  stations. 
Since  the  news  of  the  Signal  deal, 
Charter  has  been  deluged  with  offers, 
even  including  some  from  majors.  Ma- 
son is  mum  on  his  future  moves,  but 
it  is  clear  that  he  is  ambitious:  "I'll 
flirt  with  any  girl,  but  I  don't  flirt 
with  a  business  opportunity  that 
doesn't  fit  into  the  three  categories 
we're  in:  land,  money  or  oil."  ■ 


Shumway  of  Signal  Cos. 


Forrest  N.  Shumway:  "Very  simply, 
we  had  a  great  deal  of  capital  tied 
up  in  those  endeavors,  and  we  were 
not  getting  the  return  we  think  we 
can  get  in  our  other  areas."  Then, 
too,  the  most  recent  decisions  to  sell 
were  influenced  by  a  working  capi- 
tal bind.  Unlike  most  conglomer- 
ates, however,  Signal  was  not  pri- 
marily undoing  the  mistakes  of  its 
conglomeration.  The  oil  properties 
that  it  was  shedding  were  all  part 
of  its  original  business. 

What's  left?  Still  a  sizable  $1.4 
billion  in  assets:  Signal  Oil  &  Gas, 
which  is  concentrating  on  explora- 
tion and  production;  Garrett  Corp., 
a  major  maker  of  gas  turbines  and 
aircraft  engines;  and  Mack  Trucks, 
a  heavy-truck  builder  that  is  cur- 
rently the  company's  most  profit- 
able operation.  But  without  the 
deadwood,  Shumway  believes  the 
remaining  Signal  operations  will 
now  be  leaner  and  stronger. 
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Faces  Behind  the  Figures 


Too  Old  for  the  Campus 
Vernon  R.  Alden  always  wanted 
to  be  a  university  president.  After 
a  succession  of  posts  at  Brown, 
Northwestern  and  Harvard  Busi- 
ness School,  he  got  his  big  break: 
In  1962,  at  age  38,  he  was  ap- 
pointed president  of  20,000-stu- 
dent  Ohio  University. 

But  like  many  another  university 
head  these  days,  Alden  found  cam- 
pus life  a  bit  more  turbulent  than 
he  liked.  So  last  year  Alden  quit 
his  job  at  Ohio,  saying,  "I  think  the 
problems  at  universities  these  days 
lend  themselves  to  solution  by 
younger  men." 

Now  Alden  has  another  job,  as 
board  chairman  at  The  Boston  Co., 
an  outgrowth  of  Boston  Safe  De- 
posit &  Trust  Co.  Five  years  ago 
Boston  Trust,  as  it  was  known,  was 
a  relic  of  Brahmin  Boston.  Its  sole 
business  was  managing  trust  ac- 
counts, for  which  it  had  to  com- 
pete against  big  banks  from  all 
over  the  U.S.  that  could  offer  a 
full  range  of  banking  services. 
"Functionally  and  geographically 
we  were  not  prepared  to  survive  in 
the  1970s,"  says  Alden,  a  Boston 
Trust  director  since  1955. 

In  1965  55-year-old  William 
Wolbach  took  over  as  president  and 
quickly  formed  a  one-bank  holding 
company— The  Boston  Co.— with 
the  Boston  Trust  as  its  main  sub- 
sidiary. The  old  trust  company  still 


accounts  for  $3  billion  of  the  $5- 
billion  total  assets  under,  manage- 
ment. But  it  yields  the  limelight  to 
some  20  other  affiliates,  including 
the  Johnston  Mutual  Fund,  the  Bos- 
ton Consulting  Group  (manage- 
ment consulting)  and  economist 
Pierre  Rinfret's  Rinfret-Boston  As- 
sociates. Others  are  in  investment 
counseling,  ranging  from  securities 
to  real  estate  to  oil  and  gas  and 
pension  fund  management. 

Alden,  with  hundreds  of  high- 
level  corporate  contacts  from  years 
of  university  fund-raising,  is  work- 
ing as  an  upper-echelon  salesman 
for  The  Boston  Co.  Its  brand-new 
pension  fund  management  compa- 
ny wants  to  get  $1  billion  of  ac- 
counts by  1975,  and  Alden  is  open- 
ing some  important  corporate  doors. 
He  has  also  helped  assemble  a  blue- 
ribbon  board.  Why?  Because  The 
Boston  Co.  hopes  soon  to  list  its 
thinly  traded  shares  on  a  major  ex- 
change. Just  now  The  Boston  Co. 
has  two  classes  of  stock:  "A" 
shares,  which  carry  ten  votes  apiece 
and  are  held  by  only  a  few  hun- 
dred stockholders,  and  "B"  shares, 
which  cany  only  one  vote  and  are 
owned  by  close  to  1,500  stockhold- 
ers. The  latter  are  traded  (infre- 
quently) over  the  counter.  Current- 
ly they  sell  for  around  25,  down 
from  a  high  last  spring  of  about  32. 
The  plan  is  to  consolidate  the  two 
classes. 

The    company    has    only    about 


Alden  of  The  Boston  Co. 

$20  million  in  actual  revenues  from 
management  fees  and  interest,  and 
just  over  $2  million  in  net  profits. 
Profits  have  been  held  back  some- 
what by  investment  losses,  mainly 
on  bonds  owned  by  the  trust  com- 
pany. But  when  operating  earnings 
have  been  down,  as  in  1967,  the 
company  has  proved  agile  enough 
to  funnel  through  timely  capital 
gains  in  order  to  keep  its  profit 
trend  on  the  uptick.  For  Alden  it's 
a  far  cry  from  the  university  ca- 
reer he  envisioned,  but  if  he's  a 
good  enough  salesman  the  pay 
could  be  much  better.   ■ 


Playing  Games 

"We're  like  a  game  of  scrabble, 
where  you  move  out  and  tie  in  the 
letters  in  all  the  legs  of  the  game." 
That's  how  Donald  A.  Gaudion,  57, 
president  of  Rochester's  Sybron 
Corp.,  describes  his  game  plan  for 
putting  the  pieces  of  his  chemical- 
medical  conglomerate  together  to 
form  a  growth  company. 

President  since  1959,  Gaudion 
built  Sybron  in  two  stages,  starting 
with  Pfaudler  Permutit,  maker  of 
chemical  process  and  water  treat- 
ing equipment.  Stage  one:  merger 
in  1965  with  medical-and-dental 
equipment  maker  Ritter  Corp. 
Stage  two:  merger  in  1968  witli 
Taylor  Instrument  Co.,  an  indus- 
trial instrument  manufacturer.  Ob- 
jective: diversification  into  noney- 
clical,  good-growth  industries.  And 
that  is  as  far  as  Gaudion  plans  to 
go    with    diversification.    Sybron's 


subsequent  acquisitions— 11  in  the 
past  two  years— have  been  what 
Gaudion  calls  "niche  filling,"  that 
is,  companies  in  the  same  industries 
Sybron  is  already  in  acquired  to 
strengthen  Sybron's  basic  structure. 
With  67%  of  its  sales  in  health  prod- 
ucts and  instruments,  Sybron  has 
everything  Wall  Street  likes  to  see  in 
a  growth  company. 

Except  results.  Since  1967,  earn- 
ings have  inched  up  just  7%  (to 
$16.7  million)  on  an  11.3%  sales 
gain  (to  $300  million).  Diversifi- 
cation may  have  eased  Sybron's  cy- 
cles, but  it  has  other  problems  now, 
like  softening  demand  in  the  health 
and  laboratory  markets  from  cuts 
in  government  medical  spending.  So 
Gaudion  may  not  be  able  to  get 
Sybron  oil  its  earnings  plateau  be- 
fore 1972.  But  at  least  he  can  re- 
flect that  things  might  be  worse: 
In  the  early  Sixties,  a  4%  sales  dip 
brought  a  28%  drop  in  net.  ■ 


54 


FORBES,    NOVEMBER    1,    1970 


Bargain  Hunter 

It's  hard  to  say  whether  54-year- 
old  Stuart  Davis  deserves  pity  or 
praise.  As  chairman  or  $2.2-billion 
(assets)  Great  Western  Financial 
Corp..  he  has  just  agreed  to  buy 
his  ailing  Los  Angeles  rival,  $1.1- 
billion  (assets)  LFC  Financial 
Corp.  The  move  makes  GYV  the  na- 
tion's second-largest  S&L  (first: 
$3.4-billion  Home  Savings  &  Loan). 
But  with  losses  totaling  $20  million 
in  the  last  2!>  years,  LFC  hardly 
seems  a  prize.  "The  operation," 
says  Davis,  "will  show  profit  in  one 
or  two  years."  Two  well-known 
predecessors  thought  so  too. 

Back  in  1959,  while  Davis  was 
still  president  of  a  San  Francisco 
S&L,  the  late  Bart  Lytton  was  busy 
putting  together  Lytton  Financial 
Corp.,  which  became  the  flagship 
of  LFC  Financial.  Lytton  was  a 
flamboyant  promoter  who  shocked 
the  S&L  industry  with  come-ons 
for  new  accounts.  Lytton  Financial 
zoomed  from  $72  million  to  $618 
million  in  just  five  years. 

But  Lytton  was  better  at  pro- 
motion than  at  managing  money. 
In   1965  he  took  a  $2-million  loss 


Davis  of  Great  Western  Financial 

on  bad  investments,  and  by  late 
1967  it  became  clear  he  wouldn't 
be  able  to  repay  $16.5-million  in 
outstanding  notes.  In  1968,  after 
three  years  of  losses,  creditors  in- 
stalled Charles  A.  Wellman,  a  re- 
spected 25-year  S&L  veteran,  as 
chief  executive.  But  Wellman  died 
unexpectedly  two  years  later,  be- 
fore he  could  salvage  LFC,  and  his 


successor,  George  A.  Edwards, 
didn't  have  time  to  repair  the  dam- 
age. By  1969  LFC  was  paying 
7.75%  on  borrowed  funds,  which 
pushed  costs  over  the  6.7%  return 
on  loans  and  was  the  final  blow. 
"This,"  Davis  points  out,  "made 
their  operation  obviously  less  than 
profitable."  In  May  1970,  the  Fed- 
eral Home  Loan  Bank  Board,  LFC's 
largest  single  creditor,  encouraged 
a  merger  and  later  picked  GW  as 
the  most  desirable  candidate. 

Why  did  Davis  take  on  LFC? 
Clearly,  he  got  a  good  deal.  He 
persuaded  the  FHLB  to  rewrite 
LFC's  $310  million  of  FHLB  7.75% 
2/2-year  notes  into  a  5%%  note 
payable  over  the  next  ten  years. 
Further,  GW  issued  shares  for 
LFC  worth  only  $35  million,  al- 
most $6  million  less  than  LFC's  re- 
cent market  value  of  $41  million. 
And  GW  picks  up  a  tax-loss  carry- 
forward estimated  at  $55  million. 

Though  Davis  hasn't  the  stat- 
ure of  a  Wellman  or  the  notoriety 
of  a  Bart  Lytton,  he  has  already 
turned  once-troubled  GW  into  a 
sound  and  profitable  organization. 
His  low-keyed,  businesslike  style 
may  be  just  what  LFC  needs.   ■ 


Man  for  All  Seasons 

For  decades  the  strategy  of  big 
($615-million  revenues)  Pacific 
Lighting  Corp.  has  been  to  ride  the 
explosive  growth  of  Southern  Cali- 
fornia and  blame  the  weather  when 
earnings  dipped.  The  weather,  the 
company  maintains,  has  been  un- 
seasonably warm  in  eight  of  the 
last  ten  years— though  a  run  like 
that  might  seem  to  constitute  the 
rule  rather  than  the  exception.  But 
at  least  it  lent  urgency  to  President 
Paul  A.  Miller's  efforts  to  diversify 
outside  the  gas  business. 

Miller,  a  46-year-old  Harvard 
graduate  whose  father  and  grand- 
father preceded  him  as  Pacific 
Lighting  bosses,  has  other  reasons 
for  spreading  out.  Pacific  Lighting 
has  95%-97%  of  the  space  and  hot- 
water  heating  and  80%  of  the  cook- 
ing market  in  its  12-county  South 
California  service  area  (everything 
except  San  Diego)  so  that  the  op- 
portunity to  grow  through  increased 
market  share  is  limited.  On  top  of 
this,  Southern  California  itself  has 
virtually  stopped  growing,  at  least 
by  its  former  exuberant  standards. 

"Until  the  last  five  or  ten  years," 


Miller  of  Pacific  Lighting 


says  Miller,  "California,  and  there- 
fore utilities  in  California,  were 
growth  situations.  But  for  the  next 
15  or  20  years,  the  projected  popu- 
lation growth  is  2.5%  to  3%  a  year. 
No  company  wants  to  be  restricted 
to  growth  like  that."  So  Miller, 
since  he  took  charge  in  late  1968, 
has  bought— of  all  things— eight  real 
estate  developers  (three  in  Cali- 
fornia and  five  in  Hawaii)  and 
joined  a  consortium  looking  for  oil 
and  gas  in  Alaska  and  Canada. 

Although  some  10%  of  this  year's 
earnings  will  come  from  nongas  op- 
erations vs.  almost  nothing  last 
year,  Miller  disclaims  any  aim  to 
turn  Pacific  Lighting  into  a  con- 
glomerate. "We  will  still  be  pri- 
marily a  gas  distribution  system 
with  nonutility  earnings,"  he  says. 
And  even  at  10%,  this  year's  non- 
gas  earnings  will  probably  not  lift 
total  net  appreciably  above  last 
year's  $2.01  per  share,  which  at 
that  was  below  the  level  of  four  of 
the  five  preceding  years.  Why? 
Partly  because  Pacific  Lighting 
paid  for  its  recent  acquisitions  in 
stock  and  partly  because— you 
guessed  it— last  winter  in  Southern 
California  was  another  warm  one.  ■ 
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ROUGH  SAILING  FOR  THE  CAPTAINS  OF  INDUSTRY 

WHO  DID  HOW  WELL 

HOW  BADLY 

RELATIVE  TO  RELATIVE  COMPANIES 

IN  1970? 
SINCE  1965? 

THE  FORBES 

23RD  ANNUAL  REPORT 
ON  AMERICAN  INDUSTRY 

DUE  JANUARY  1,1971 

Anybody  can  ride  the  crest  of  the  wave  when  times  are  good.  It's  how  corporations  handle  them- 
selves in  rough  weather  that  counts.  Like  this  year,  for  instance.  How  did  America's  leading 
corporations  perform  in  the  down-cycle  of  1970?  The  FORBES  23rd  Annual  Report  on  American 
Industry  will  give  you  the  answers  — on  January  1, 1971. 

It  will  all  be  there  in  black  and  white,  and,  we  hope,  not  too  much  red.  More  than  625  leading 
American  corporations  will  be  ranked  and  evaluated  in  three  ways.-  by  their  profitability,  their 
growth,  and  their  stock  market  value.  The  three  basic  considerations  that  matter  most  in  the 
world  of  business,  in  good  years  or  bad. 

But  there's  more  to  consider.  How  a  company  performs  over  a  one-year  time  span— any  one-year 
time  span  — isn't  completely  indicative.  The  record  over  the  long  run  must  be  examined.  So  the 
FORBES  Annual  Report  on  American  Industry  takes  an  average  of  each  company's  performance 
over  the  past  five  years,  averaging  out  the  down-cycles  with  the  up-cycles,  to  reveal  the  under- 
lying long-run  trends.  What  emerges  is  a  reliable  record  of  performance  over  the  long  haul.  In 
regard  to  profitability.  And  growth.  And  stock  market  value. 

But  even  this  doesn't  tell  it  all.  Top  management  wants  to  know  how  efficiently  it  has  operated 
as  compared  to  competitors  within  the  same  industry.  Especially  this  year,  when  most  companies 
in  the  same  business  have  found  themselves  pretty  much  in  the  same  boat.  So  our  Annual  Report 
Issue  will  tell  about  the  competition.  It  will  focus  on  more  than  twenty  important  industries,  and 
rank  the  leading  companies  in  each,  according  to  the  really  significant  yardsticks.  In  short,  the 
meaningful  measurements  of  a  company's  management. 

This  23rd  Annual  Report  on  American  Industry,  along  with  our  May  15  Annual  Directory  Issue, 
will  be  one  of  the  two  major  FORBES  issues  of  1971.  Every  business  leader  who  wants  to  remain 
one  will  study  it.  Which  means  that  the  January  1, 1971  FORBES  will  be  the  perfect  place  to  tell 
the  important  world  about  your  company,  perhaps  to  show  them  where  you're  headed  at  the 
beginning  of  a  new  year,  and  maybe  even  to  indicate  how  your  corporate  ship  performs,  relative 
to  its  competition,  when  the  going  is  rough. 

In  the  first  six  months  of  1970,  only  one  magazine  carried  more  corporate  advertising  than 
FORBES.  Why?  Our  audience  of  the  captains  of  industry  is  certainly  one  reason.  Two  of  every 
five  FORBES  subscribers  are  in  top  management.  Making  FORBES  the  place  where  manage- 
ment communicates  with  management.  Shouldn't  your  company  be  heard  from  here?  The 
FORBES  23rd  Annual  Report  on  American  Industry  is  due  on  January  1, 1971. 

FORBES  readers  don't  just  own  American  business.  They  run  it. 

Forbes:  capitalist  tool 
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Faces  Behind  the  Figures 


Pushing  the  Pacific 

If  it's  true  that  promoters  go 
where  the  opportunity  is,  Charles 
R.  Williams  is  evidence  enough 
that  the  Pacific  Ocean  is  the  next 
hot  travel  area  of  the  world.  Wil- 
liams, 36,  is  president  of  Pacific 
Basin  Travel  Systems  Corp.,  a  com- 
pany he  founded  two  years  ago 
after  four  years  as  a  Donaldson, 
Lufkin  &  Jenrette  partner  in  New 
York  and  Europe. 

Williams'  plans  for  the  next  dec- 
ade are  ambitious,  all  right:  ten 
hotels  for  Hawaii's  "neighboring  is- 
lands" of  Maui,  Molokai  and  Ha- 
waii; five  more  for  Tahiti,  Fiji,  Sing- 
apore, New  Zealand  and  Australia; 
executive  conference  centers  dotted 
throughout  the  Pacific;  and  a  Pa- 
cific area  real  estate  investment 
trust.  Total  cost  of  all  that  build- 
ing: $150  million. 

Besides  his  original  $500,000 
stake,  Williams  has  secured  some 
$3.5  million  in  venture  capital  from 
such  investors  as  the  Paris-based 
Aga  Khan  group.  While  the  Maui 
hotel  won't  be  done  until  1972,  an 
executive  conference  center— really 
a  meeting  room  with  film  projectors 
and    the    like— is    open    in    Hono- 


Williams  of  Pacific  Basin  Travel 


lulu,  and  Pacific  Basin  Travel 
has  acquired  Robinson's  Hawaiian 
Tours,  a  19-year-old  Honolulu  trav- 
el agencv. 

Williams  has  a  long  way  to  go, 
but,  as  he  sees  it,  so  does  travel  in 
the- Pacific.  "It  is  now  and  will  con- 
tinue to  be  the  fastest-growing  trav- 
el market  in  the  world,"  he  says. 
The  growth  is  relative,  of  course. 
Asia  and  Australia  had  only  some 
3%  of  the  international  tourist  mar- 
ket last  year,  for  gross  volume  of 
under  $1  billion.  This  year  the 
U.S.'  recession  may  have  cooled 
even  Hawaii's  tourist  boom. 

On  the  bright  side,  there  is  a 
surge  in  overseas  travel  by  the 
Japanese— 400,000  to  Hawaii  this 
year— and  increased  airline  service 
beyond  Hawaii.  Williams  has  struck 
up  a  partnership  with  a  French 
land-owning  family  in  Tahiti,  and 
his  organization  is  pushing  Pacific 
travel  hard  in  the  U.S.  as,  more 
importantly,  are  the  airlines  whose 
spanking  new  routes  await  a  flock 
of  tourists  to  join  the  businessmen 
flying  the  Pacific.  Will  Williams 
succeed?  Perhaps  not.  But  if  he 
does,  the  opportunities  are  so  great 
that  in  retrospect  his  success  will 
have  seemed  inevitable.  ■ 


Try,  Try  Again 

From  the  time  he  took  over  as 
chief  executive  of  Bendix  Corp.  in 
1965,  A.P.  (for  Athanas  Paul)  Fon- 
taine has  sought  to  reduce  the  $1.5- 
billion  diversified  auto,  defense  and 
aviation  products  company's  de- 
pendence on  government  contracts, 
then  60%  of  sales.  But  in  doing  so 
he  increased  Bendix'  dependence 
on  another  of  its  major  customers, 
the  auto  industry.  Now,  in  an  effort 
to  lean  less  heavily  on  either,  Fon- 
taine is  acquiring  American  Forest 
Products,  a  building  products  outfit 
that  earned  $8.1  million  last  year 
on  $167  million  in  sales. 

Is  Bendix  going  conglomerate? 
"The  acquisition  of  American  For- 
est Products,"  Fontaine  says  frank- 
ly, "is  a  part  of  our  continuing  di- 
versification, and  will  reduce  our 
dependence  on  government  busi- 
ness from  45%  to  less  than  30 
our  sales.  We  hope  that  American 
Forest  Products  will  become,  like 
Georgia-Pacific  and  Boise  Cascade, 
a  diversified  forest  products  com- 
pany that  will  meet  the  coming 
housing  boom.  In  a  nutshell,  that's 
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Fontaine  of  Bendix 


it,  and  you  can  call  us  what  you 
like— conglomerate  or  not." 

Through  no  fault  of  his  own,  Fon- 
taine's diversification  efforts  so  far 
have  consisted  of  running  very  fast 
simply  to  stand  still.  After  all,  who 
could  have  foreseen  even  18  months 
ago  that  the  auto  business  would 
fall  off  so  sharply?  But  the  result 
is  that,  despite  Fontaine's  efforts, 
Bendix*  return  on  equity  last  year 
was  just  a  bit  better  than  it  was  a 
decade  before.  And  with  nine- 
month  earnings  off  40%,  Bendix  will 
not  even  do  that  well  in  fiscal  1970. 

This  year,  the  AFP  acquisition 
will  not  help  him  either.  AFP  is 
suffering  these  days  itself,  mainly 
because  of  its  dependence  on  the 
housing  market.  As  against  a  $5.2- 
million  profit  a  vear  earlier,  AFP 
lost  $400,000  in  the  first  half  of 
1970.  When  and  if  the  housing 
market  recovers,  of  course,  AFP  is 
almost  certain  to  boom.  But  one  of 
the  troubles  with  cyclical  businesses 
is  that  they  have  a  tendency  to  fall 
off  together.  On  the  other  hand, 
they  also  have  a  tendency  to  re- 
cover together,  and  that  could 
change  the  whole  face  of  Bendix.  ■ 
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Maintaining  Perspective? 

Forget  the  threat  of  a  recession, 
the  big  aluminum  companies  told 
their  stockholders  as  1970  began. 
With  worldwide  demand  booming, 
it  was  going  to  be  another  great 
year  for  aluminum.  It  was  hard  to 
fault  their  optimism.  Demand  was 
high  and  all  the  big  aluminum  pro- 
ducers acre  riding  the  momentum 
of  sizable  earnings  gains  they  had 
racked  up  in  1969. 

Nine  months  later  it  was  a  dif- 
ferent story.  Reynolds  Metals 
weighed  in  with  a  42(i  earnings 
drop  for  the  third  quarter.  Kaiser 
Aluminum  &  Chemical  showed  a 
K1'  decline,  while  Aluminum  Co. 
of  America's  profits  were  oil  by  30V. 
All  have  made  production  cutbacks. 
and  Kaiser  has  even  shut  down  a 
big  potline.  The  main  reasons: 
price  shaving  in  domestic  markets, 
and  a  drop-oil  in  the  export  de- 
mand that  had  been  keeping  sales 
levels  high. 

As  [he  setback  became  more  ob- 
vious. Alcoa's  Chairman  John  D. 
Harper  breezed  into  New  York  to 
pour  oil  on  the  troubled  waters. 
Despite  the  sharp  drop  in  Alcoa's 


third-quarter  net,  Harper  talked  as 
though  things  couldn't  be  rosier. 
"Demand  for  aluminum  is  moving 
upward  at  an  accelerating  pace," 
he  reported  to  a  meeting  of  finan- 
cial editors  last  month.  "And  I  can't 
understand  this  talk  about  price 
pressure;  our  average  price  realiza- 
tions are  up." 

Harper,  of  course,  was  talking 
about  long-range  demand.  And  in- 
deed, aluminum  sales  will  rise  over 
the  years  ahead;  but  here  and  now 
declines  are  the  order  of  the  day. 
And  higher  price  realizations  are  a 
holdover  from  price  increases  made 
earlier,  plus  a  pulling  back  by  most 
producers  from  more  price-vulner- 
able lines  of  business.  Can  one  ex- 
pect them  to  last  long  in  the  current 
sales  slump? 

Harper's  viewpoint  is  that  of  a 
commodity  producer  who  confi- 
dently expects  the  upswing  even  as 
he  experiences  the  down.  Is  the 
recover)  all  that  automatic?  Wheth- 
er or  not  Harper  believes  so,  the 
danger  is  that  investors  will— and 
will  also  assume  that  the  upswing 
will  automatically  solve  the  prob- 
lems of  an  industry  burdened  with 
overcapacity.   ■ 


Harper  of  Alcoa 


Jovanovich  of  Harcourt 
Brace  Jovanovich 


Not  Three  Rs— Three  Cs 

Soreheads  in  the  publishing  indus- 
try have  been  known  to  suggest 
that  Chairman  William  Jovanovich 
could  have  saved  Harcourt,  Brace 
&  World  a  bundle  of  money  if,  in- 
stead of  changing  its  name  to  Har- 
court Brace  Jovanovich,  he  had 
simply  changed  his  own  last  name 
to  World. 

Considering  that  HBJ's  earnings 
have  more  than  doubled  over  the 
last  decade  on  a  fourfold  increase 
in  sales,  Jovanovich  has  some  mod- 
est claim  on  immortality,  despite 
the  90-point  drop  in  HBJ's  stock 
(from  121  to  30)  in  the  last  three 
years.  "I  come  here  every  five  years 
like  some  kind  of  an  insect,"  he  told 
a  New  York  security  analysts  meet- 
ing last  month.  "My  next  showing 
will  be  in  1975."  Then  he  pro- 
claimed xerography  and  illegal 
copying  are  not  going  to  bankrupt 
book  publishers. 

Waving  aside  the  7%  decline  in 
HBJ's  nine-month  earnings,  Jovano- 
vich announced  HBJ  was  looking 
again  for  acquisitions.  When  the  ac- 
counting profession  threatened  to 
change  the  ground  rules,  he  had 


joined  the  conglomerates  in  saying 
the  jig  was  up.  But  since  then,  he 
adds,  "The  auditors  have  been  beat- 
en down  by  their  masters,  retreated, 
defeated.  We're  at  it  again.  We're 
looking.  We're  riding  again." 

HBJ's  most  profitable  market  is 
the  colleges,  but  Jovanovich  con- 
siders them  places  of  "incarcera- 
tion," and  threatens  to  write  a  book 
calling  for  their  abolition.  The  fu- 
ture of  publishing,  he  says,  lies  in 
the  Three  C's;  Computers.  Car- 
tridges and  Cables  (both  television 
and  phone).  He  sees  a  time  when 
a  man  can  phone  for  a  TV  cartridge 
and  be  billed  for  it  by  a  computer. 

On  the  other  hand,  he  wants 
nothing  to  do  with  correspondence 
schools:  "They  make  their  money 
on  dropouts."  They  charge  a  stiff 
initial  fee,  he  says,  and  when  the 
students  drop  out,  the  schools  nev- 
er have  to  provide  the  books  and 
other  materials  the  students  would 
otherwise  have  needed  to  finish  the 
course.  "We're  not  in  the  business 
of  dropouts,"  he  says,  "and  making 
money  on  people  who  don't  finish 
courses.  With  the  Three  C's,  who 
the  hell  needs  correspondence 
schools?"  ■ 
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The  harder  he  bit  you,  the  more  you 
may  need  our  new  T&x  Guide. 


It  has  dozens  of  suggestions  on 
how  you  can  try  to  make  the  most 
of  your  stock  market  losses  (or 
gains,  if  you  have  any) . 

Including  a  special  section  for 
investors  who  have  made  or  lost 
a  lot. 

We're  offering  our  Tax  Guide 
now  because  you  may  have  to  do 
certain  things  this  year  to  reduce 
the  taxes  you'll  pay  on  April  15. 

For  example,  the  new  tax  law 
says  that  by  taking  your  losses 
while  they're  short  term,  rather 
than  long  term,  you  can  cut  your 


tax  liability.  Or  increase  your  tax 
refund.  So  we  think  there's  going 
to  be  a  trend  to  selling  certain 

pTo:  Merrill  Lynch,  EO.  Box  333      SOfi  m 
Wall  Street  Station,  N.Y.,  N.Y.  10005 

Please  send  me  free  copies  of  your  Tax 
Guide  and  Tax  Exchanges. 

Name 

Address 

City 


State. 


.Zip. 


Home  phone 

Office  phone 

If  you're  a  Merrill  Lynch  customer, 
please  give  name  and  address  of  Account 
Executive: 
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stocks  this  year  to  establish 
short-term  losses. 

Which  brings  up  our  other  tax 
aid.  Tax  Exchanges.  This  is  a  list 
of  more  than  100  pairs  of  stocks. 
Each  pair  has  a  stock  we  think 
you  might  want  to  sell  and  a  stock 
we  think  you  should  exchange  it 
for.  In  nearly  all  cases,  both  stocks 
are  in  the  same  industry.  The 
idea  is  to  help  you  decide  how  to 
take  a  tax  loss  and  still  keep  your 
interest  in  an  industry  you  like. 

Both  booklets  are  free.  The 
year  has  been  costly  enough. 


Merrill  Lynch:  We  look  for  the  trends. 
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Composed  of  the  foli 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
'Depf  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building''  (Dept    of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending7  (Deot.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt9  (Federal  Reserve  net  change  in  con 
sumer  installment  debt) 

•  How  costly  are  services9  (Dept.  ot  Commerce 


preliminary 

V 

AUG 137.5 

SEPT 137.1 

OCT 137.2 

r—             NOV 136.3 

DEC 134.5 

JAN 132.4 

FEB 130.9 

MAR 129.0 

APR 127.8 

MAY     126.1 

JUNE  125.8 

JULY   127.2 

AUG 126.4 

SEPT.  (prel.)  .126.4 

service  price  index  related  to  the  consumer 
price  index) 
f  Income 

•  How  much  are  workers  earning?  (Dept.  ol 
■>       Commerce  personal  income,  wage  and  salary 

disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
i       Dept.  ot  Labor  initial  unemployment  claims) 

MARKET  COMMENT 

ByL.O.  Hooper 


How  To  Lose  Corporate  Identity 


I  w  wi  to  vent  a  pel  peeve.  It  con- 
cerns some  125  corporations  which 
have  taken  a  long  step  toward  losing 
their  corporate  identity  by  changing 
their  often  meaningful  names  to  a  let- 
ter name  which  means  nothing.  When 
it  was  Corn  Products,  it  meant  some- 
thing; but  how  many  people  recog- 
nize CPC  International?  But  that's  an 
easy  one!  How  about  these  selected 
from  some  20  companies  whose  names 
now  begin  with  the  letter  "A.J"  We 
have  AAA  Enterprises,  AAI  Corp., 
AAR  Corp..  ACT  Industries,  ADM  In- 
dustries, AGM  Industries.  AID  Inc., 
AIM  Companies,  AITS  Inc.,  AMF 
Inc.,  AMP  Inc..  AMT  Corp.,  AO  In- 
dustries, APL  Corp.,  ARA  Services 
and  A-T-O  Inc. 

fust  for  good  measure,  throw  in 
BMA  Corp..  CCI  Corp.,  CMI  Corp., 
ERC  Corp.,  FAS  International,  GAC 
Corp.,  GAF  Corp.,  GCA  Corp.,  GF 
Industries,  G-L  Industries,  GRT 
Corp.,  GSC  Enterprises,  GTI  Corp., 
IAC  Ltd.,  IHC  Inc.,  ISI  Corp.,  I-T-E 
Imperial,  ITI  Corp.,  KDI  Corp.,  LSB 
Industries,  MEI  Corp.,  XBO  Indus- 
tries, OKC  Corp.,  PKL  Companies, 
PNB   Corp.,   PPG   Industries    (which 

Mr.    Hooper   is  associated  with  the   New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


you  probably  can  identify),  SCM 
Corp.  (where  the  change  of  name  did 
not  do  any  good  for  the  stock),  TI 
Corp.,  TFI  Companies,  UAL  Inc. 
(which  certainly  is  not  as  meaningful 
as  United  Air  Lines),  YCA  Corp., 
V.F.  Corp.  (which  meant  something  as 
Vanity  Fair),  YSI  Corp.  and  YTR  Inc. 
U.S.  Life  "got  lost  on  the  way"  when 
it  changed  to  USLIFE  Corp.,  and  that 
was  not  too  bad. 

II  you  want  a  little  mental  exercise, 
or  several  hours  of  research  in  an  in- 
vestment firm's  library,  you  can  tell 
what  all  these  companies  do  and 
where  they  come  from.  But  I  defy 
even  a  generalist  security  analyst  to 
identify  more  than  half  of  them  with- 
out looking  them  up.  Many  of  these 
companies,  in  an  effort  to  prove  that 
they  are  now  "different"  from  what 
they  once  were,  have  completely  lost 
their  identity.  Furthermore,  their  new 
names,  in  most  cases,  mean  absolute- 
ly nothing. 

Name  changing  in  recent  years  has 
become  a  senseless  epidemic.  Not  all 
of  the  folly  has  been  to  letter  combi- 
nations. Admittedly,  some  of  it  has 
made  sense— for  instance,  the  change 
from  AG  Foods  to  Gino's.  The  letter- 
combination  names,  however,  in  many 


cases  have  been  just  plain  silly  as  well 
as  confusing,  and  in  some  cases  un- 
questionably have  caused  the  stock 
to  be  less  popular  with  investors  than 
it  otherwise  might  have  been. 

Well,  that's  my  pet  peeve.  If  it 
causes  any  board  of  directors  to  pause 
before  doing  the  same  thing,  or  if  it 
causes  any  of  the  letter-combination 
companies  to  change  their  name 
again,  I  will  feel  that  this  column  has 
paid  a  dividend. 

The  "Inevitables" 

In  selecting  stocks,  I  love  to  base 
recommendations  on  what  I  call  "in- 
evitabilities." Some  things  almost  in- 
evitably follow  other  things.  Right 
now  the  electric  utilities  are  raising 
millions  and  millions  of  dollars  to  ex- 
pand their  ability  to  take  care  of  a 
faster  and  faster  growth  in  the  de- 
mand for  electric  power.  There  is 
what  many  people  have  been  calling 
"an  energy  crisis,"  and  the  antipollu- 
tion movement  is  making  it  more  and 
more  of  a  crisis.  The  money  which  is 
being  raised  will  be  used  for  the  most 
part  to  increase  generating  and  dis- 
tributing facilities.  And  General  Elec- 
tric (83),  Westinghouse  Electric 
(64),  Combustion  Engineering  (45), 
Babcock  &  Wilcox  (20),  McGraw  Ed- 
ison (31)  and  United  Aircraft  (35, 
now  going  into  turbine  generators) 
should  be  supplying  what  the  electric 
utilities  need.  Williams  Brothers  (28) 
has  a  somewhat  similar  position  in  the 
gas  industry  as  a  builder  of  pipelines. 
Coal  companies  should  also  benefit, 
especially  those  with  lots  of  low-sul- 
phur-content coal.  One  which  has  a 
lot  of  this  coal  to  sell  is  Union  Pacific 
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WATCH 

THESE 

DEPRESSED 
STOCKS 


We  believe  some  of  the  best  stock 
market  bargains  today  may  be  among 
these  depressed  issues.  They  are  all 
established,  well-known  companies 
whose  stocks  are  down  sharply  from 
their  all-time  highs  -  some  as  much  as 
70  and  80%. 


Allied  Chem. 
Am.  Smelting 
Am.  Sterilizer 
Armstrong  Rubber 
Beth.  Steel 
Boeing 
Control  Data 
Eaton  Yale 
Fluor 
Fruehauf 
Gen.  Instr. 
Gen.  Dynamics 


Int.  Harvester 
lnt.Min.&  Chem. 
McDermott 
National  Can 
Owens  Illinois 
Pan.  Am. 
Phelps  Dodge 
RCA 

R.J.Reynolds 
Sperry  Rand 
Transamerica 
Union  Oil 


In  our  opinion  all  rate  close  watching 
by  investors  looking  for  bargains.  In 
fact,  we  think  6  can  be  bought  now 
for  their  excellent  recovery  prospects. 

You  will  receive  full-page  Green  Bor- 
der Buy  Reports  on  all  6  selections 
as  a  bonus  with  your  six  week  trial 
to  Babson's  Investment  &  Barometer 
Letter  -  only  $5.00.  Money  refunded 
if  not  satisfied. 


Babson's  Reports  Inc.    Dept.  F-314 
Wellesley  Hills.  Mass.  02181 

Please  send  6  Reports  on  Depressed  Stocks 
with  6  week  trial.   S5.00  enclosed. 


Name 

Street  &  No. 


City State Zip.  . 

This  subscription  will  not  be  assigned. 


JBABSOIVS  REPORTS 

Incorporated 

WELLESLEY  HILLS.  MASS.  02181 
FOUNDED   IN  1904  BY  ROGER  W.  BABSON 


Corp.  (43).  Somewhere,  over  the 
hill,  there  should  he  a  better  demand 
for  uranium  as  a  source  of  power.  The 
development  of  nuclear  fuel,  however, 
has  been  much  slower  than  expected. 

Incidentally,  Idaho  Poaer  (29), 
paying  $1.60  and  earning  probably 
$2.30  a  share  this  year  as  against 
$2.11  in  1969,  looks  like  an  interesting 
blue  chip  in  the  electric  utility  field. 
This  company,  which  has  more  than 
enough  power  now  for  its  customers, 
needs  no  near-term  financing,  gen- 
crates  its  power  from  falling  water, 
has  no  pollution  problems,  operates  in 
an  area  where  the  personal  income  in- 
crease is  well  above  average,  has  an 
application  for  higher  rates  pending, 
and  could  increase  the  dividend.  A 
stock  like  this  is  unlikely  to  provide 
geometrical  appreciation,  but  you  do 
not  have  to  worry  about  it. 

Older  readers  will  recall  frequent 
mention  of  Philips  Lamp  of  Holland, 
which  has  recently  sold  around  20. 
This  is  one  of  the  largest  electrical 
manufacturing  companies  with  a 
worldwide  business.  In  the  first  half, 
sales  were  up  16%,  earnings  about  26% 
to  68  cents  a  share.  It  is  estimated 
that  earnings  this  year  will  be  in  the 
area  of  $1.60  a  share  with  S1.80  pos- 
sible in  1971.  Over  the  years  this 
Dutch  company  has  used  stockholders 
very  well  indeed.  I  have  owned  some 
of  it  for  over  20  years,  participating 
in  splits,  rights  and  stock  dividends. 

If  Paul  McCracken,  chairman  of 
the  Council  of  Economic  Advisers,  is 
right,  and  we  arc  at  the  threshold  of 
a  big  improvement  in  the  economy, 
there  should  be  increasing  interest  in 
the  motors.  The  automobile  industry 
may  be  more  mature  than  the  anti- 
pollution industry,  but  it  is  a  big  part 
of  the  economy.  Always  remember 
that  General  Motors  (73)  is  about 
half  of  the  auto  industry,  and  that  the 
stock  represents  about  as  complete  a 
diversification  of  the  whole  economy 
as  the  shares  of  most  any  mutual  fund. 
GM  has  been  acting  very  well  through 
the  strike,  and  all  strikes  eventually 
end.  Perhaps  the  end  of  the  strike  w  ill 
signal  quite  a  change  in  the  general 
nature  of  the  stock  market. 

There  is  not  much  point  in  review- 
ing my  current  broad  stock  market 
projections  which  were  rather  fully 
outlined  in  the  Oct.  1  and  Oct.  15  is- 
sues. On  Oct.  6  the  D|I  got  up  to  an 
intraday  high  of  791.06,  which  is  near 
enough  800  to  make  my  projection 
look  fairly  good.  1  am  now  thinking 
about  a  correction  low  of  around  700 
to  730.  A  Dow  of  about  710  would 
cancel  out  just  about  half  of  the  rise 
of  163.61  DJI  points  from  the  intra- 
day low  of  May  26.  There  has  been 
little  aggressive  selling,  but  the  de- 
mand for  stocks  has  declined  material- 


ly. The  good  thing  about  the  behavior 
of  the  list  thus  far  in  the  correction 
is  that  volume  has  declined  when  the 
.market  has  been  weak.  When  the 
market  gets  going  again  there  may  be 
a  little  more  emphasis  on  quality.  We 
had  a  field  day  in  the  speculative- 
stocks  in  September.  Much  of  that 
was  just^a  snapback  from  panic. 

There  will  be  some  tax  selling  in 
November  and  December,  but  usually 
those  who  sell  to  register  losses  buy 
something  else  almost  immediately,  so 
the  overall  effect  of  tax  selling  is  not 
too  great.  My  guess  is  that  the  elec- 
tion results  won't  make  much  differ- 
ence after  the  first  day  or  two.  I'm 
thinking  in  terms  of  something  around 
800  in  the  Dow,  probably  a  little  bet- 
ter, before  the  end  of  the  year. 

What's  Next? 

Looking  further  ahead  than  1971, 
I  wonder  what  the  great  growth  in- 
dustries of  the  Seventies  will  be.  In  the 
past  50  years  we  have  had  many  spec- 
tacular growth  industries.  Think  back 
for  a  moment.  After  World  War  I 
there  were  the  new  American  chemi- 
cal industry,  radio,  the  technological 
revolution  that  began  with  the  auto- 
mobile, which  required  oil  and  which 
was  exploited  by  an  entirely  new  in- 
stallment credit  business.  Then  after 
World  War  II  came  the  airplane, 
which  made  possible  the  airlines  and 
a  travel  boom;  electronics  and  televi- 
sion, the  computer  and  an  information 
revolution;  and  all  through  this  period 
a  population  boom  and  new  ways  of 
retailing.  These  new  ventures  not  only 
created  fortunes  and  unprecedented 
industrial,  commercial  and  residential 
building,  but  greatly  increased  the 
standard  of  living.  Many  of  these  in- 
dustries are  now  relatively  mature, 
but  most  are  still  growing,  much  more 
slowly,  of  course.  What's  next? 

There's  an  energy  shortage,  and  «  e 
must  deal  with  growing  pollution  and 
the  need  lor  a  livable  ecology.  There's 
a  great  need  for  better  housing,  and 
new  residential  areas  removed  from 
the  smog  and  overcrowding  of  the 
cities  and  the  suburbs.  Better  living 
for  minority  groups  can  replace  some 
of  the  momentum  lost  through  slower 
increases  in  population.  Actually, 
don't  we  face  a  period  when  economic 
growth  is  likely  to  be  slower,  with 
greater  emphasis  on  a  better  life  rather 
than  on  acquiring  more  things? 

With  the  third-quarter  figures  in  and 
the  GM  strike— even  with  an  early  set- 
tlement—shrinking fourth-quarter  ex- 
pectations, it  now  seems  probable  that 
earnings  on  the  D]I  this  year  will  not 
be  much  oxer  $50  a  share,  perhaps 
less.  I  am  willing  to  bet,  however,  that 
1971  will  be  better  than  1970.  How 
much  better  it  is  too  early  to  tell.   ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


After  Election  Day 


Every  so  often— come  to  think  about 
it,  perhaps  more  often  than  not— the 
overall  trend  of  common  stock  prices 
is  governed  by  some  concept  which 
strikes  investors  as  thoroughly  plausi- 
ble but,  in  the  end,  proves  to  have 
been  without  much  basis  in  fact. 

The  stock  market's  collapse  last 
April  and  May  was  in  many  ways  a 
perfect  example.  People  then  were 
convinced  that,  after  relenting  for  two 
or  three  months,  the  Federal  Reserve 
Board  was  about  to  squeeze  the  mon- 
ey market  all  over  again  and  that 
therefore  we  were  in  for  a  liquidity 
crisis  and  a  wave  of  major  corporate 
bankruptcies.  As  it  turned  out— and  as 
could  be  demonstrated  beforehand- 
there  was  no  realistic  reason  for  ex- 
pecting the  Fed  to  revert  to  tight 
money  and  every  reason  to  expect  it 
to  forestall  a  liquidity  crisis.  Never- 
theless, investors  insisted  on  dumping 
tons  of  stock  in  a  panic  that  was  ag- 
gravated by  tears  that  the  Cambodian 
venture  would  lastingly  escalate  U.S. 
involvement  in  Southeast  Asia.  Those 
fears,  too,  proved  unfounded. 

The  baseless  panic  ended  on  May 
26.  Let  it  be  said  to  the  credit  of  in- 
vestors that  they  ceased  panicking 
more  than  one  month  before  I  S 
troops  were  out  of  Cambodia  and  less 
than  one  month  before  the  Penn  Cen- 
tral's bankruptcy,  which  might  have 
touched  oil  an  escalating  wave  of 
business  failures.  But  give  credit  also 
to  the  Fed  for  meeting  this  threat  with 
a  sense  of  timing,  a  simplicity  of  ma- 
neuver, and  an  economy  of  ammuni- 
tion that,  in  addition  to  being  exactly 
adequate,  were  nothing  less  than  ele- 
gant. Under  the  circumstances,  it's 
more  than  a  little  puzzling  that  in- 
vestors continue  to  insist  on  misread- 
ing the  Fed.  They  refused  to  believe 
its  determination  to  squeeze  the  econ- 
omy early  last  year  and  its  intention 
to  reflate  last  winter  and  spring,  and 
lately  they've  become  obsessed  with 
another  "concept"  that  strikes  me  as 
no  less  mistaken. 

This  idea,  which  began  to  spread 
during  the  stock  market's  setback  from 
the  early-October  rally  tops,  has  it 
that  the  recover)  from  the  May  lows' 
was  essentially  manufactured  by  the 
White  House  and  the  Federal  Reserve 

Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
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acting  in  concert  to  influence  the  votes 
of  up  to  30  million  stockholders  in  the 
upcoming  elections  and  that,  ergo,  the 
"plug  will  be  pulled"  after  Xov.  3. 
More  specifically,  with  no  more  need 
for  a  political  ploy,  the  Administration 
will  now  cease  to  emphasize  or  over- 
state the  positive  aspects  of  the  busi- 
ness news;  the  Fed  having  pumped 
up  the  money  supply  at  an  indefensi- 
bly fast  pace,  will  start  a  new  squeeze; 
and  therefore  stock  prices  must  head 
for  the  cellar  again. 

A  Willing  Buyer 

There  are,  I  think,  a  few  things 
wrong  with  these  seemingly  very  pop- 
ular notions.  For  one,  unembellished 
statistical  evidence  of  economic  slack 
would  provide  the  Federal  Reserve 
Board  with  ample  reason  to  refrain 
from  making  money  tighter,  while  in- 
dications of  an  incipient  business  re- 
covery should  tend  to  support  rather 
than  depress  stock  prices  at  this  stage. 
For  another,  I  can  see  no  basis  for  call- 
ing this  year's  revival  of  money 
growth  excessive.  As  the  preceding 
column  stated,  demand  deposits  and 
currency  are  up  at  an  annual  rate  of 
only  about  1%  since  early  1970,  and 
the  considerably  greater  rate  that  is 
apparent  when  lime  deposits  are  add- 
ed reflects  only  a  potential  expansion 
of  the  credit  base.  The  monetary  facts 
thus  do  not  call  for  a  new  squeeze, 
nor  for  the  expectation  of  one;  indeed, 
some  observers  believe  that  money 
growth  has  to  be  stepped  up  if  the 
economy  is  to  stage  an  adequate  re- 
cover}. Incidentally,  it  has  been  point- 
ed out,  all  governors  but  one  on  the 
Federal  Reserve  Board  were  appointed 
by  Democratic  presidents,  which  casts 
some  doubt  on  whatever  pro-Republi- 
can bias  that  body  might  have. 

What  may  happen  is  that  the  mon- 
ey supply,  broadly  defined  to  include 
time  deposits,  will  soon  cease  to  grow 
rapidly  or  even  stop  growing  for  a 
while.  This  slowdown  would  probably 
mean  no  more  than  that  the  return 
flow  of  lendable  funds  into  the  bank- 
ing system  had  been  largely  complet- 
ed (see  Oct.  15  column)  and  so 
should  not  be  read  as  clear  evidence 
of  tightening  money.  If  investors  nev- 
ertheless keep  selling  stocks  for  this 
sort  of  "political"  reason,  I  should  be 
a  willing  buyer.   ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Creeping  Doubts 


Investors  are  anxiously  scanning  the 
news  for  positive  confirmation  of  their 
assumption  that  the  recession  has  bot- 
tomed out.  Because  if  that  should  not 
be  the  case,  then  the  150-point  rise 
in  the  DJI  between  May  and  October 
might  turn  out  to  have  been  nothing 
more  than  merely  a  strong  rally  in  a 
major  bear  market.  What  a  dreadful 
thought!  It  revives  memories  of  1930. 

It  is  perfectly  normal  for  the  mar- 
ket to  be  nervous  and  to  suffer  occa- 
sional attacks  of  doubts  and  fear.  Af- 
ter all,  a  lot  of  money  is  at  stake, 
and  a  false  appraisal  of  conditions 
can  be  very  costly.  For  the  past  sev- 
eral months  economists,  both  inside 
and  outside  the  Government,  have 
been  telling  us  that  the  recession 
(some  even  have  questioned  whether 
it  actually  was  one)  was  bottoming 
out  and  that  an  upturn  was  imminent. 
So  far,  alas,  nothing  is  turning  up. 
Virtually  all  business  statistics  remain 
negative.  Now,  of  course,  much  can 
be  blamed  on  the  General  Motors 
strike,  which  will  affect  an  ever-broad- 
er spectrum  of  the  economy  the  longer 
it  lasts.  But  is  the  GM  strike  being 
used  as  an  alibi  to  cover  up  a  more 
fundamental  weakness? 

It  is  symptomatic  of  the  investor's 
creeping  doubts  that  the  free  market 
price  of  gold  is  rising  once  again,  and 
that  gold  stocks  now  rank  prominently 
among  the  few  issues  making  new 
1970  highs.  This  phenomenon  usually 
occurs  when  people  are  pessimistic  on 
the  business  outlook. 

Nobody  should  have  had  any  illu- 
sions that  third-quarter  earnings  re- 
ports would  make  pleasant  reading, 
but  a  great  many  statements  now  com- 
ing out  are  far  worse  than  had  been 
expected.  In  fact,  some  of  them  are 
perfectly  awful.  Here  we  clearly  see 
the  damaging  effects  of  the  combina- 
tion of  so  many  adverse  factors:  the 
high  cost  of  money,  labor  and  ma- 
terials; production  at  less  than  opti- 
mal levels;  and  inability  to  increase 
selling  prices. 

Forecasting  business  trends  is  al- 
most as  hazardous  as  forecasting  the 
stock  market.  One  has  to  deal  with  so 
many  intangibles  that  there  will  al- 
ways be  elements  of  uncertainty.  Of 
course,  I  am  not  sure  that  the  Ameri- 
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can  •  economy  is  in  the  process  of 
emerging  from  its  slump,  and  I  am 
not  sure  that  the  bear  market  ended 
on  May  26,  but  I  am  confident  that 
this  is  the  case  and,  therefore,  willing 
to  act  accordingly. 

Such  confidence  is  not  based  purely 
on  a  hunch.  The  seeds  of  forthcoming 
improvement  are  slowly  becoming  visi- 
ble even  to  the  naked  eye.  Short-term 
credit  has  not  only  become  much 
cheaper,  but  also— and  that  is  more 
important— more  readily  available.  The 
bond  market  is  absorbing  very  large 
amounts  of  new  offering.  Corporate 
managements  are  effectively  swinging 
the  economy  axe.  The  excess  fat  is 
being  trimmed  off.  Labor  productivity 
is  gaining  and  while  wage  rates  are 
still  rising  steeply,  labor  costs  per  unit 
of  production  are  increasing  at  a  far 
slower  pace,  if  at  all.  These  develop- 
ments justify  the  expectation  that 
profit  margins  will  now  improve. 

Keep  the  Faith 

It  is  quite  possible  that  the  market 
will  have  a  setback  or  at  least  go 
through  a  period  of  consolidation.  This 
would  be  perfectly  normal  after  a  25% 
advance.  Yet  whenever  the  market 
is  sagging,  prospective  investors  turn 
doubtful  and  begin  to  lose  faith.  In- 
stead of  taking  advantage  of  lower 
prices,  as  they  had  planned  to  do 
("I'll  buy  it  on  a  setback"),  they  won- 
der whether  they  shouldn't  sell  what 
they  hold  already.  I  know  that  it  is 
easier,  psychologically,  to  buy  in  a 
rising  market  where  an  immediate 
profit  makes  you  feel  good,  but  it  is 
more  profitable  to  buy  on  reactions. 
Keep  the  faith,  investors! 

Can  there  be  much  risk  in  a  stock 
of  a  company  which  has  just  reported 
record  sales  and  record  earnings,  and 
the  present  price  of  the  stock  has 
been  exceeded  in  every  single  year  in 
more  than  a  decade?  One  such  stock 
is  Thrifty  Drug  Stores,  which  operates 
one  of  the  largest  chains  of  drug 
stores  in  the  country  with  sales  of  well 
over  $300  million.  Most  of  the  stores 
are  in  Southern  California,  which 
has  enjoyed  exceptional  population 
growth.  A  shrinking  profit  margin 
has  slowed  down  Thrifty's  earnings 
growth,  but  the  company  seems  grad- 
ually to  be  overcoming  this  problem. 
Net  income  for  the  year  ended  Aug. 
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31.  1970  was  SI. 60  a  share,  an  all- 
timt-  high  and  9?  above  the  preceding 
year.  The  stock,  at  17,  is  no  longer 
selling  at  a  growth-stock  multiple  but 
i  at  a  very  modest  11  times  last  year's 
earnings.  The  current  fiscal  year's  in- 
come is  tentatively  projected  at  $1.70 
to  SI. 75  a  share. 

Speculating  in  Pan  Am 

I  just  can't  imagine  Pan  Am  going 
broke.  This  is  not  going  to  be  another 
Penn  Central.  Obviously,  a  company 
that  has  not  earned  any  profits  for 
two  consecutive  years  and  is  in  debt 
up  to  its  eyeballs  cannot  be  consid- 
ered acceptable  for  investment,  but 
Pan  Am  appeals  to  me  as  a  specula- 
tion. I  believe  that  the  company  and 
perhaps  the  entire  air  transport  indus- 
try has  passed  the  nadir.  If  you  have 
misgivings  about  the  stock,  which 
won't  pay  dividends  for  years  to  come, 
several  of  the  Pan  Am  convertible 
bond  issues  may  be  suitable  vehicles. 
The  4/'is  of  1986  are  selling  below  50 
and  offer  a  current  return  of  over  9%. 
The  premium  above  conversion  parity 
is  about  352,  which  is  quite  high  but 
not  excessive  in  view  of  the  depressed 
price  of  the  stock.  The  5Jis  of  1989, 
at  59,  yield  a  little  less,  but  the  con- 
version premium  is  also  smaller  at 
only  about  272.  By  the  way,  anyone 
still  stuck  with  Penn  Central  shares 
bas  .i  better  chance  of  recovery  in  the 
airline  industry. 

1  have  previously  (Forbes,  Feb. 
15,  1969)  commented  on  the  fine  rec- 
ord of  Papercraft  Corp.,  which  keeps 
growing,  seemingly  regardless  of  gen- 
eral business  conditions.  Its  principal 
product  is  gift  wrappings,  a  field  in 
which  it  is  the  leader.  Even  though  the 
uitts  may  be  cheaper  when  the  donors 
feel  less  affluent,  the  wrappings  have 
to  look  good.  Papercraft's  per-share 
earnings  have  just  about  quadrupled 
since  1962  and  more  than  doubled 
since  1965,  a  performance  which  is 
rare  in  any  industry.  The  company  en- 
It  >ys  an  enviable  profit  margin,  which 
reached  a  new  high  of  over  20%  of 
pretax  income  to  net  sales. 

In  contrast  to  many  growth  com- 
panies, which  never  seem  to  be  able 
to  afford  to  pay  dividends,  Papercraft 
is  treating  its  shareholders  with  con- 
sideration. Its  dividend  rate  has  been 
raised  five  times  in  the  past  six  years, 
the  present  rate  being  50  cents  a  year. 
In  addition,  stock  dividends  of  3% 
have  been  paid  in  1969  and  1970.  At 
a  recent  price  of  28,  Papercraft  was 
selling  about  midway  between  the 
year's  high  and  low,  and  at  little  more 
than  14  times  estimated  1970  profits- 
which  could  approach  $2  a  share.  In 
my  opinion,  this  is  a  conservative  ap- 
praisal of  an  obviously  well-run 
growth  company.   ■ 


Confessions 

of  an  Investment 

Counsel 


The  money  I  personally  have  lost  investing 
in  stocks  in  my  investment  lifetime  might 
represent  a  small  fortune  to  some  investors. 
However,  losing  my  own  money  taught  me  two  valuable 
principles. 

As  a  result,  I  have  made  materially  more  in  stocks  than 
I  have  lost.  In  total,  I  am  substantially  ahead.  I  intend 
to  stay  that  way! 

My  largest  single  loss  in  a  stock  was,  in  a  way,  respon- 
sible for  my  largest  benefit. 

Some  years  ago  I  owned  a  certain  stock  in  which  my 
investment  was  valued  at  $48,050.  That  stock  had  in- 
creased from  a  $17,200  investment  I  had  made  two 
years  previously. 

At  the  time  stock  number  one  was  worth  $48,050,  I  in- 
vested $20,000  in  another  stock.  When  I  bought  them, 
both  stocks  were  rated  "A"  quality. 
Three  years  later  I  still  owned  both  stocks.  However 
stock  number  one  had  declined  drastically.  My  $48,050 
value  had  shrunk  to  $5,600. 

During  the  same  three-year  period,  my  $20,000  invest- 
ment in  stock  number  two  had  increased  to  $54, 1 00.  Why 
this  tremendous  difference  in  the  same  three-year  period? 
I  began  to  dig  for  the  facts.  There  was  not  just  one 
reason,  of  course.  There  were  several.  However,  when  I 
summarized  the  reasons  I  found  they  could  be  stated  in 
two  basic  principles. 

Since  then,  those  principles  have  not  helped  me  make 
every  stock  selection  and  stock  elimination  decision  cor- 
rectly. However,  using  those  principles  has  helped  me 
concentrate  on  the  right  things  to  do. 
My  staff  and  I  use  those  principles  in  managing  our  own 
money  and  in  providing  personal  investment  counsel 
for  clients. 

If,  as  I  did,  you  have  experienced  some  less-than-good 

results  in  mutual  funds  or  stocks  you  have  owned... this 

may  not  be  your  fault  at  all. 

Possibly  private,  personal  investment  counsel  that  applies 

those  two  principles  can  help  make  your  financial  future 

significantly  more  comfortable  and  secure. 

If  you  invest  $10,000  or  more  and  you 

would  like  to  look  into  what  personal 

investment  counsel  might  do  for  you, 

ask  for  a  complimentary  copy  of  this 

48-page  book.  It  clearly  describes  those 

two  basic  principles. 


Pfc^Uf^ 
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(When  you  write,  you  may  wish  to  list  the  mutual  funds 
and  securities  you  own  now.  I  may  be  able  to  suggest  how 
those  two  basic  principles  apply  in  measuring  their  relative 
desirability.) 

Mansfield  Mills  Inc. 

Personal  Investment  Counsel'  Investment  Adviser  Since  1938 

7918  Ivanhoe  Ave.,  (P.O.  Box  351)  Dept.  2-1  IB 

La  Jolla,  California  92037. 
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.DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  Oct.  8,  1970, 
declared  a  fourth  quarter 
dividend  of  60  cents  per 
share  on  the  Company's 
outstanding  stock,  payable 
December  1 ,  1970,  to  stock- 
holdersof  record  atthe  close 
of  business  on  Oct.  29, 1 970. 


The  American  Road 
Dearborn,  Michigan  48121 


^P 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  October  15,  1970, 
declared  a  regular  quarterly  divi- 
dend of  forty-seven  and  one  half 
cents  (47M  c)  per  share  on  the  Cor- 
poration's Common  Stock.  This 
dividend  is  payable  November  30, 
1970  to  stockholders  of  record 
October  30,  1970. 

LEROY  J.  SCHEUERMAN 

Secretary  and  Treasurer 

Central  and  south  West 
Corporation 

Wilmington,  Delaware 


OWN  A  PROFITABLE 
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DELUXE  CAMPGROUND 

Become  a  successful  member  of  KOA,  the  largest 
international  system  of  deluxe,  family  camp- 
grounds. Cash  in  on  the  booming  leisure/recrea- 
tion business.  Over  SO  million  Americans  are 
campingl  Modest  investment  brings  instant  cash- 
flow and  strong  earnings.  National  publicity  and 
advertising.  Proven  operating  methods.  Choice 
sites  still  available.  For  free  information  at  no 
obligation,  write:  Kampgrounds  of  America,  Inc., 
P.  O.  Box  1138-F,   Billings,  Montana  S9103. 


WALL  STREET  VIEW 

By  Charles  Rolo 


Hits  And  Misses 


People  who  go  around  promoting  the 
myth  that  they're  invariably  right 
about  the  stock  market  really  are  in- 
sufferable. Sing  the  bear-market  blues 
and  they  will  tell  you  they're  in 
great  shape— they  sold  out  at  the  top. 
Name  a  stock  you  own  that's  doing 
nicely,  and  they'll  come  up  with  three 
of  theirs  that  are  doing  much  better. 
With  a  smug  assumption  of  superior 
wisdom,  they  keep  sounding  off  about 
the  errors  of  others— their  own,  of 
course,  are  never  mentioned. 

A  fitting  punishment  for  this  type 
of  myth-builder  would  be  to  sentence 
him  to  write  a  monthly  column  on  the 
stock  market.  It's  a  chastening  con- 
frontation with  your  own  fallibility. 
Since  a  year  has  gone  by  since  I  first 
started  writing  in  Forbes,  this  seems 
an  appropriate  time  to  review  the  rec- 
ord as  objectively  as  possible. 

In  mid-October  1969,  the  bear  mar- 
ket was  ten  months  old  and  the  Dow 
Jones  industrial  average  stood  at  830. 
I  subsequently  noted  that  the  econom- 
ic fundamentals  were  "awful"— which 
was  obvious— but  failed  to  foresee 
what  now  appears  equally  obvious: 
that  the  murderous  combination  of 
tight  money,  soaring  interest  rates  and 
recession  would  bring  about  a  whole- 
sale massacre  of  stock  prices.  My 
guesstimate  for  this  year's  low  read- 
ing on  the  Dow  was  an  optimistic  700. 

The  "prospective  boom  in  building" 
which  I  glimpsed  on  the  horizon  a 
year  ago  proved,  alas,  to  have  been 
a  mirage.  But  what  was  bad  advice 
then  may  be  sound  advice  now:  to 
start  investigating  companies  which 
stand  to  benefit  from  a  pickup  in  home 
building.  It  could  get  under  way- 
sometime  in  1971. 

It  looks  (so  far)  as  if  I  was  right  in 
suggesting,  in  mid-June,  that  the  bear 
market  was  in  its  final  phase;  and  in 
subsequently  signalling  that  the  sea- 
son for  bargain  hunting  was  already 
under  way.  Admittedly,  this  was  the 
prevailing  view.  However,  1  did  take 
issue  with  the  pieties  so  widely  in- 
toned when  Wall  Street  was  wallow- 
ing in  guilt  and  repentence.  The  pop- 
ular theme  was  that  the  profligate 
tyrant,  Growth,  was  dead  and  good 
King  Blue  Chip  would  regain  his  lost 
dominions.  Yesterday's  corrupt  favor- 

A  guest  columnist,  Mr.  Rolo  is  co-director  of  the 
Research  Dept.   of  the   NYSE  firm  of  H.   Hentz  &   Co. 


ites  would  fry  in  hellfire  everlasting 
and  a  pox  on  romance,  concepts  and 
the  whoresome  pursuit  of  perfor- 
mance. Hereafter  the  congregation, 
chastised  and  chastened,  would  wor- 
ship at  the  shrine  of  Quality,  Assets 
and  Value.  As  I  predicted,  this  pious 
forecast  has  proved  to  be  baloney.  I 
did  not  foresee,  however,  that  the  con- 
gregation would  be  quite  so  ready 
for  another  speculative  spree. 

Bios  for  Growth 

A  recurring  theme  of  these  columns 
has  been  investing  for  growth  (which 
of  course  has  numerous  pitfalls),  and 
I  have  made  it  clear  that  I  have  a  bias 
in  favor  of  growth  industries  and  com- 
panies that  appear  to  have  superior 
growth  potentials.  In  the  July  1  col- 
umn, I  included  a  "Shopping  List  for 
Growth  Stocks,"  emphasizing  that  the 
25  issues  listed  were  candidates  for 
purchase  on  weakness.  Considerable 
weakness  did  set  in,  but  the  stocks,  on 
the  average,  were  recently  14%  above 
their  late  June  levels,  and  some  show 
sizable  gains  (among  them  Alexander 
&  Alexander,  American  Air  Filter, 
Holiday  Inns,  Revlon,  Schlumberger). 

In  the  course  of  the  past  12  months, 
29  stocks  have  been  recommended  at 
a  specific  price.  Excluding  price 
changes  of  less  than  10%,  eight  are  up 
and  eight  are  down.  The  29  stocks  re- 
cently showed  on  the  average  a  mi- 
nute percentage  gain.  During  this  pe- 
riod, the  Dow  plummeted  200  points, 
and  has  since  recovered  125. 

The  top  performers  were  Johnson 
Products  (up  from  13  to  27),  Tele- 
PrompTer  (54  to  71),  McGraw-Hill 
(ll!i  to  18)2)-  Mobil  Oil  (42  to  54), 
and  Standard  Oil  of  New  Jersey 
(55  to  68).  The  duds  included  Pren- 
tice-Hall (49  to  35),  Meredith  Corp. 
(44  to  22),  Slick  (18  to  12&),  and 
Fidelity  Union  Life  Insurance  (39  to 
29).  Here's  some  capsule  follow-ups. 

TelePrompTer  is  the  big  boy  of  the 
cable  television  industry.  The  stock 
usually  swings  with  the  market.  Its 
potentials  are  exciting,  and  I  still  con- 
sider it  a  buy  in  periods  of  weak- 
nesses—but only  for  those  willing  to 
assume  a  high  degree  of  risk.  Mc- 
Graw-Hill and  Johnson  Products  (a 
smallish  cosmetics  company  with  black 
management  and  products  designed 
for  the  black  population)    are  begin- 
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Ding  to  look  fairly  fully  priced  on  the 
basis  of  current  earnings,  but  I'm  im- 
pressed by  Johnson's  long-term  pros- 
pects. Mobil  and  Jersey  Standard  are 
sound  holdings,  but  are  no  longer  on 
the  bargain  counter. 

When  I  recommended  Prentice- 
Hall  and  Meredith  back  in  Novem- 
ber 1969  (McGraw-Hill  v  as  recom- 
mended much  later,  after  it  had 
dropped  607  from  its  1969  high),  I 
failed  to  foresee  that  1970  would  be 
a  disaster  year  for  the  publishing  in- 
dustry, due  to  disruption  of  the  col- 
lege market  and  other  adversities. 
both  stocks  were  clobbered  by  dis- 
appointing earnings  and  lowered  prof- 
its forecasts,  and  I  don't  see  a  strong 
recover)  around  the  corner. 

Slick  has  suffered  from  unexpected- 
ly poor  earnings,  some  loss  ol  enthusi- 
asm among  investors  for  pollution-con- 
trol stocks  and  roadblocks  hindering 
the  acquisition  of  cash-rich  Filtrol.  At 
13  the  stock  is  a  speculation  that 
could  work  out  well  if  the  Filtrol  ac- 
quisition goes  through,  which  is  still 
highly  uncertain.  Fidelity  Union  Life 
Insurance  was  depressed  by  the  with- 
drawal of  a  stock  registration  and  the 
tact  that  its  business  is  concentrated 
in  the  turbulent  college  market.  I'm 
disenchanted  with  the  stock. 

Among  the  other  recommended  is- 
sues, the  following  still  appeal  to  me 
(in  varying  degrees)  at  recent  price 
levels:  Buffalo  Forge,  Gulf  Oil,  Joy 
Manufacturing,  San  Die<s,o  Gas  <V' 
Electrie.  Standard  Chi  [Calif.),  Tex- 
aco—also  Alexander  .1  Alexander  and 
COX  Cable  on  weakness. 

Bullish   but  Cautious 

Man)  segments  of  the  stock  mar- 
ket—particularly the  secondary  and 
speculative  areas— have  advanced  too 
far  too  soon,  and  a  consolidation  or 
correction  is  to  be  expected.  It  could 
be  the  pause  that  refreshes  or  a  set- 
back that  revives  the  jitters,  depend- 
ing, I  think,  on  whether  or  not  Wash- 
ington confronts  the  nation  with  any 
unpleasant  economic  surprises  after 
the  election.  I  believe  the  underlying 
market  trend  is  up,  but  I'd  like  to  see 
clearer  si^ns  of  success  in  the  cam- 
paign against  inflation. 

The  huge  prospective  deficit  in  the 
federal  budget,  coupled  with  the  ex- 
pansionary monetary  policy  of  the  Fed- 
eral Reserve  board,  could  bring  about 
a  reacceleration  of  inflationary  pres- 
sures. If  at  some  point  in  1971  inves- 
tors were  to  be  faced  once  again  with 
the  prospect  of  monetary  stringency 
and  higher  interest  rates,  the  outlook 
for  the  stock  market  would  be  ominous 
indeed.  A  probability?  No.  A  possibil- 
ity? Yes.  So  where  does  this  leave  me 
vis-a-vis  the  market?  Basically  bullish, 
but  cautiousness  keeps  breaking  in.  ■ 
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KAN  ATA  -  OFFSHORE 

Series  A  Drilling  Program  and  Stock  Offering 

for 
HIGH  TAX  BRACKET  INVESTORS 

features 

•  Expenditures  100  per  cent  deductible 
for  Federal  income  tax  purposes 

•  Oil  and  gas  drilling  prospects  diversified 
geographically  and  geologically 

•  Common  stock  in  Kanata-Offshore,  Inc. 

Investors  willing  to  assume  the  risks  of  oil  and  gas  drilling 

and  whose  tax  bracket  qualifies  them  for  participation  should 

call  (201)  766-6620,  for  a  Prospectus,  or  write: 

Kanata-Offshore,  Inc. 

P.O.  Box  134,  Basking  Ridge,  New  Jersey  07920 

This  is  not  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  Units  of  Participa- 
tion. The  offering  is  made  by  Prospectus  only  to  residents  in  those  states  where 
the  offering  has  been  qualified. 
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"It  isn't  how  much 
you  give 
that  counts, 
it's  the  spirit." 

Baloney. 


Too  many  people  make  a  token 
contribution  to  the  United  Way 
Campaign,  and  sit  back  and  figure 
they've  done  all  they  should. 

They  haven't.  A  token  contribution 
isn't  enough.  Our  community 
doesn't  have  token  problems.  If 
you  really  care,  if  you  really  want 
to  help  solve  our  problems,  you'll 
give  more  than  a  token.  You'll  give 
your  Fair  Share. 

You'll  realize  why  the  spirit  of 
giving  just  isn't  enough  anymore. 
And  you'll  probably  know,  and 
care  about,  how  much  there 
is  to  do. 

If  you  don't  do  it,  it  won't  get  done. 


advertising  contributed  tor  the  public  good 
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Boston  Edison  Company 

COMMON  DIVIDEND 
No.  326 

A  quarterly  dividend  of  56  cents 
per  share  on  the  common  stock 
of  the  Company  has  been  de- 
clared payable  on  the  second 
day  of  November  1970  to  stock- 
holders of  record  at  the  close  of 
business  on  October  9, 1970. 

PREFERRED  DIVIDEND 
A  quarterly  dividend  of  $1.07 
per  share  has  been  declared 
payable  on  the  second  day  of 
November  1970  to  stockholders 
of  record  at  the  close  of  business 
on  October  9, 1970  of  the  Com- 
pany's Cumulative  Preferred 
Stock,  4.25%  Series. 

PREFERRED  DIVIDEND 
A  quarterly  dividend  of  $1.20 
per  share  has  been  declared 
payable  on  the  second  day  of 
November  1970  to  stockholders 
of  record  at  the  close  of  business 
on  October  9, 1970  of  the  Com- 
pany's Cumulative  Preferred 
Stock,  4.78%  Series. 
Checks  will  be  mailed  from  Old 
Colony  Trust  Company,  Boston. 
September  28, 1970 

JOSEPH  P.  TYRRELL 

Vice  President  and  Treasurer 
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A  NO-LOAD  Mutual  Fund      \ 

ROWE  PRICE ': 
NEW  ERA 
FUNDinc 

• 

Objective:  Capital  Appreciation.  The  . 

Fund  will  seek  capital  growth  in  any  . 

industry  but  it  believes  opportunities  m 
are  especially  promising  in  companies 

engaged   in:   Real   Estate    •    Natural  * 

Resources  Development  •  Scientific  * 

and     Technological     Research     and  * 

Development  •  Consumer  Services  • 

NO  SALES  CHARGE  * 

Mail  coupon  for  free  prospectus  . 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 

Name. 


Address 

• 

•     Citv 

State 

• 

7ip  finrtP 

• 

•                                                                                                • 

LIKE 
OWNING 
A  MINT! 
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Bernardi  Brothers 
automatic  coin-operated 

Tur6nish  CAR  WASH 

COINS  MONEY  FOR  AGGRESSIVE  INVESTORS! 

Soaps  /  scrubs  /  rinses  /  waxes  any  car  in 
1  min.  30-secs  .!  Finest  equipment  on  the 
market  today — all  pre  plumbed,  prewired 
and  factory  assembled!  Factory  financing  or 
leasing  available!  NO  FRANCHISE  FEE! 
YOU,  TOO,  CAN  COIN  MONEY  WITH 
BERNARDI  BROTHERS'  TURBO-BRUSH! 

bernardi  brothers  inc. 

(a  subsidiary  of  Lionel  Corporation) 
117  South  38th  Si  Pa.  17111/717  564  7300 


RATING     1000 

CONVERTIBLES 

as  to  relative  attractiveness,  with  current 
"Best  Buys",  l'lus  full  computerized  statis- 
tical information  on  all  1000  Convertible 
Bonds  and  Preferreds;  Plus  a  comprehensive 
description  of  what  Convertibles  are,  how 
they  operate,  and  how  potentially  large-scale 
opportunities  are  developing  for  profits  with 
Convertibles.  All  as  an  introductory  package 
from  one  of  the  oldest  and  most  widely- 
respected  Convertible  services  tsince  1957). 
To  avoid  future  missed  opportunities,  send 
$3  to  Convertibles,  Dept.  F-811,  R.H.M.  Asso- 
ciates, 220  Fifth  Ave.,  New  York,  N.Y.  10001. 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Foreign  Resource  Stocks  *■ 


The  annual  meetinc  of  the  Interna- 
tional Monetary  Fund  this  year  pro- 
vided no  surprises  and,  in  comparison 
with  past  years,  practically  no  new 
ideas  for  drastic  change.  The  SDRs 
(special  drawing  rights)  are  effective 
and  seem  to  he  working.  Only  time 
will  tell  how  well,  and  how  much  the 
amount  of  credits  can  be  increased  in 
the  future.  Surprisingly  little  was  said 
about  the  price  of  gold,  which  in 
itself  is  a  tribute  to  the  functioning 
of  the  SDRs  and  to  the  two-tier  mar- 
ket for  gold.  The  possibility  of  in- 
creasing the  margins  of  fluctuations 
in  currency  parities  is  being  serious- 
ly studied. 

While  the  IMF  is  considering  the 
possibility  of  allowing  greater  curren- 
cy fluctuations,  the  six  countries  of 
the  Common  Market  are  aiming  for  a 
greater  degree  of  rigidity  in  the  con- 
version rates  of  Common  Market  cur- 
rencies. This  is  a  prelude  to  greater  fi- 
nancial cooperation  and  the  eventual 
establishment  of  a  common  monetary 
unit.  Common  currencies  are  by  no 
means  new— three  of  the  members  of 
the  Common  Market  (France,  Italy 
and  Belgium)  belonged  to  the  pre- 
1914  Latin  League  which  enjoyed  a 
common  monetary  denominator. 

The  only  obvious  investment  dic- 
tum to  come  from  the  monetary  meet- 
ings in  Copenhagen  is  what  has  so 
often  been  said  in  this  column:  Inves- 
tors in  gold  shares  should  stick  to 
those  investments  which  can  be  justi- 
fied by  a  $35  price  of  gold.  There  are 
quite  a  few  of  these  around  today, 
especially  in  South  Africa,  and  they 
may  be  attractive  investments  if  one 
does  not  consider  the  political  risk  in 
that  part  of  the  world  to  be  as  grave 
as  I,  for  one,  do.  Gold  shares  will  un- 
doubtedly benefit  from  time  to  time 
from  various  international  monetary 
crises  which  are  still  likely  to  occur, 
though  with  less  severity  and  fre- 
quency than  during  the  last  ten  years. 
However,  the  risk  of  holding  them 
should  be  minimized  by  acting  on  the 
assumption  that  an  upward  change  in 
the  official  price  of  bullion  is  not  like- 
ly to  occur  in  spite  of  the  recent  rela- 
tive strength  of  the  free  market. 

The  glamour  stock  of  today  is  fre- 
quently the  neglected  share  of  tomor- 
row. Economic  potentials  change,  de- 
mand shifts,  and  the  sex  appeal  of  (he 


marketplace  is  perennially  concentrat- 
ed in  a  different  corner.  Sometimes 
old  favorites  long  neglected  come 
back,  but  not  too  often.  Sometimes 
they  come  back  in  the  most  unexpect- 
ed areas.  Who  would  have  predict- 
ed, even  five  years  ago,  that  coal  min- 
ing shares,  blue  chips  many  decades 
ago,  would  ever  be  regarded  with  at 
least  a  hint  of  glamour?  A  leading 
London  firm  of  brokers  specializing  in 
international  business  has  come  to  the 
conclusion  that  many  colliery  issues 
are  in  this  category.  The  Japanese  pro- 
duction of  steel  and  pig  iron  has  more 
than  doubled  since  1965,  and  imports 
of  coal  needed  in  the  production  have 
increased  from  15  million  tons  in 
1965  to  40  million  tons  last  year  and 
an  estimated  50  million  tons  for  the 
current  year.  Half  of  this  demand  is 
satisfied  by  the  U.S.,  but  Australia  is 
rapidly  catching  up. 

Two  from  Down  Under 

The  London  study  refers  to  the 
Pittston  Co.  in  the  U.S.  and  Utah  Min- 
ing in  Australia,  and  investors  may  find 
it  wordi  their  while  to  look  into  the 
prospects  of  these  companies.  The 
stock  of  Utah  Mining  regrettably  has 
no  market  in  this  country.  It  was  re- 
cently selling  in  Australia  at  the  equiv- 
alent of  about  $5.25  per  share  and,  of 
course,  any  would-be  U.S.  purchasers 
would  have  to  pay  an  additional  IVA% 
interest  equalization  tax.  Apart  from 
its  wide  interest  in  coal,  Utah  Mining 
is  in  iron  ore,  which  is  also  being  ex- 
ported in  ever-increasing  quantities 
from  Australia  to  Japan.  Estimated 
earnings  for  this  year  are  about  23 
cents  per  share,  so  to  some  extent 
prosperity  is  discounted.  However,  in- 
vestors may  well  find  it  profitable  to 
look  at  this  picture  in  greater  detail. 

Australia  is  rich  in  iron  ore  and  in 
coal,  both  of  which  are  exported  to 
Japan.  Now  Australia  will  have  an 
additional  cheap  source  of  fuel  in  the 
form  of  natural  gas.  It  seems  to  me 
that  in  spite  of  differences  in  labor 
costs,  a  great  deal  can  be  said  for 
Japan  importing  ready-made  steel  rath- 
er than  the  two  important  but  bulky 
natural  resources  needed  in  its  manu- 
facture. A  listing  of  these  resources 
calls  to  mind  Broken  Hill  Proprietory, 
(16)  largest  and  probably  most  ef- 
ficient iron  and  steel  producer  in  the 
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British  Commonwealth.  The  company 
also  has  major  interests  in  Australian 
iron  ore  and  within  a  year  or  two  will 
derive  a  great  deal  of  revenue  from  its 
extensive  oil  and  gas  discoveries. 
What  has  often  been  stated  remains  as 
true  today  as  ever:  Broken  Hill  Pro- 
prietor) may  not  be  the  most  glamor- 
ous stock  in  Australia,  but  it  would  be 
difficult  to  find  a  more  certain,  if  some- 
what conservative,  means  of  partici- 
pating in  the  growth  of  that  country. 

Neglected  Slue  Chip 

Among  neglected  giants,  Unilever 
deserves  special  attention.  This  great 
Anglo-Dutch  combine  operates  in 
alx>ut  50  countries  through  about 
500  subsidiaries.  Excluding  public 
utilities  and  international  oil  combines, 
it  ranks  as  one  of  the  greatest  indus- 
trial operations  in  the  world,  second 
only  to  General  Motors.  While  it 
would  be  almost  impossible  to  men- 
tion all  the  areas  in  which  it  has  an 
interest,  a  large  portion  of  its  business 
is  still  transacted  in  the  areas  where 
vegetable  oil  pla\  s  a  leading  role, 
mainly  margarine  and  other  edible 
tats,  soaps  and  toiletries.  However,  it 
is  gaining  in  the  packaged  food  in- 
dustry— especially  in  Europe— and  in 
other  fields  as  well. 

Both  sales  and  operating  income 
showed  gains  tor  the  first  six  months 
of  the  \ear.  in  spite  of  a  poor  first 
quarter.  The  company  earned  $1.62 
per  share  for  the  first  half,  as  com- 
pared with  $1.60  for  the  same  period 
of  1969.  The  recovery  trend  should 
continue,  and  earnings  for  the  full 
year  are  estimated  to  be  about  $3.50. 
At  a  price  of  about  27  the  Dutch  par- 
ent company's  (Unilever  N.V.)  shares 
would  seem  to  be  very  attractive.  In 
comparison  the  shares  of  Unilever 
Ltd.  (the  English  company)  are 
somewhat  overpriced.  The  N.V. 
shares  have  a  par  value  of  20  florins, 
the  English  a  par  value  of  1  pound. 
Under  the  agreement  between  the  two 
(for  dividends  and  other  purposes) 
£  1  is  the  equivalent  of  12  florins. 
Consequently,  with  the  N.V.  stock 
selling  at  about  27,  the  English  shares 
should  theoretically  sell  at  around  16; 
the  actual  price  is  around  25. 

This  large  difference  is  caused  by 
the  vagaries  of  exchange  control  in 
Britain.  The  purchase  of  Unilever 
Ltd.  shares  can  be  made  by  a  British 
resident  without  any  restrictions.  This 
is  a  means  of  buying  into  an  inter- 
national organization  whose  stock 
should  afford  its  holders  some  hedge 
against  the  so-called  "sterling  risk." 
Hence,  British  investors  are  prepared 
to  pay  this  huge  premium.  Needless 
to  say,  Americans  should  only  con- 
sider purchase  of  the  Dutch  compa- 
ny's shares.   ■ 
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dividend  payments 


A  quarterly  dividend  of  330  per  share  on  the 
Common  Stock  will  be  paid  December  15, 
1970,  to  stockholders  of  record  on  Novem- 
ber 13,  1970.  More  than  238,000  stock- 
holders will  share  in  our  earnings. 

M.  H.  COVEY,  Secretary 
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Remember  when  the  Peace 
Corps  happened? 

There  was  an  electricity,  a 
shared  smile.  Most  of  us  said, 
"What  a  great  idea!"And 
thousands  of  Americans 
said,  "I  want  in." 

Just  like  that. The  Peace 
Corps  was  in  business, 
exporting  a  product  that 
the  cynics  had  made 
jokes  about  for  two 
hundred  years: 
The  American  Innocence, 
the  notion  that  people 
can  change  things. 

The  supply  of 
volunteers  was  unlimited. 
Before  the  Sixties  ended 
more  than  40,000 
Americans  -  most  of       JliHl 
them  young  and  white  andPP 
college  educated  -  had 
joined  the  Peace  Corps. 

Whatever 
happened  to  the 
Peace  Corps? 

What  happened  was  that 
America,  the  world's  leading 
exporter  of  innocence,  ran  out 
of  the  product  at  home.  Let's 
not  go  through  the  list  again. 
Growing  up  anytime,  any- 
where is  hard  work.  Growing 
up  in  America  has  become 
almost  unbearable. 


70 


The  Peace  Corps  had  some 
growing  up  to  do,  too. 

It  had  to  stop  telling  young 
people  that  love  alone  conquers 
all,  because  it  doesn't. 

It  had  to  stop  saying  that 
volunteers  could  be 
'agents  of  change"- 
political  change- 
because  it  wasn't 
true. 

It  had  to  stop 
pretending  it 
wasn't  a  United 
States  govern- 
ment agency, 
because  it  is. 
It  had  to 
learn  that- 
believe  it  or 
not-people  in 
faraway  lands 
know  more 
about  what 
they  need  than  we  do.  (And 
when  they  ask  for  help,  they're 
very  specific:  an  electrician,  two 
city  planners,  five  math  teachers, 
an  experienced  farmer.) 

Today  the  Peace  Corps  is  in 
60  countries.  That's  59  more 
than  it  started  in.  It's  changed 
a  lot,  but  so  has  the  world  and 
so  has  America,  and  so -after  all 
-have  you. 

The  Peace  Corps  is  still  a 
remarkable  idea  for  people  who 
need  to  help,  nose  to  nose. 
But  it's  not  like  it  used  to  be. 
It's  better. 

Peace  Corps,  Washington,  D.C.  20525 
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The  Funds 


Children  As  Tax  Shelters 


For  years  the  $45.2-billion  mutual 
fund  industry  lias  recognized  that 
trust  funds  for  children  oiler  one 
of  the  industry's  most  promising 
markets,  and  the  industry  has  gone 
out  after  it.  But  for  months  most  of 
the  industry's  booklets  on  setting  up 
investment  accounts  for  children 
have  been  out  of  date.  Reason?  The 
liberalized  deduction  provisions  of 
the  1969  tax  reform  bill  have  in- 
creased the  potential  value  of  a  mi- 
nor as  a  tax  shelter  dramatically. 

Previously,  a  minor  was  permit- 
ted to  earn  $600  per  year  without 
having  to  pa)  taxes— and  without 
jeopardizing  his  parents'  right  to 
claim  him  as  an  income  tax  exemp- 
tion on  their  own  returns. 

Congress  felt  that  the  old  $600 
ceiling  took  away  a  student's  in- 
centive to  do  summer  and  after- 
school  work.  Their  solution  was  to 
triple  a  minor's  tax  advantage  in 
the  hope  of  rekindling  the  puritan 
virtue  of  hard  work.  But  a  minor's 
tax  benefits  apply  not  only  to  in- 
come he  earns,  but  also  to  divi- 
dends, interest  and  capital  gains  on 
securities  given  him. 

Under  the  law,  a  minor  is  per- 
mitted to  earn  $1,800-$  1,850  per 
year,  tax  free,  from  1970  to  1973. 
The  increase  comes  from  the  mi- 
nor's increased  personal  exemption, 
the  new  low  income  allowance,  and 
the  $100  dividend  exclusion.  On 
any  income  above  $1,800,  taxes 
would  start  in  the  lowest  tax  brack- 
et, 14*?  vs.  as  high  as  70?  for  some 
parents— though  they  would  lose 
the  child's  exemption.  On  capital 
gains,  only  50V  would  be  taxable. 

Death  is  inevitable,  but  death 
duties  are  not.  The  new  tax  law 
makes  it  more  attractive  than  ever 
for  the  well-to-do  investor  to  cre- 
ate temporary  trusts  for  his  chil- 
dren or  grandchildren— to  divert 
money  that  would  ordinarily  be 
paid  out  as  taxes  into  a  special  ac- 
count for  paving  future  tuition  bills. 

The  two  prime  vehicles  for  turn- 
ing children  into  tax  shelters  are 
short-term  trusts  and  the  much 
simpler,  more  flexible  custodian  ac- 
counts, now  permitted  by  all  of  the 
states  and  the  District  of  Columbia. 
Each  has  its  advantages. 

Setting  up  a  trust  is  generally  a 
fairly  complicated  procedure.  Since 
there  is  no  automatic  form  of  trust, 
the  details  have  to  be  worked  out 


with  a  lawyer.  Because  the  trust 
cannot  be  added  to  over  a  period  of 
time,  the  size  of  the  trust  has  to  be 
fairly  substantial  to  make  it  worth- 
while, and  the  gift  put  in  a  trust 
may  not  qualify  for  the  annual  ex- 
clusion of  $3,000  under  the  Fed- 
eral Gift  Tax  Law.  Moreover,  if  a 
security  is  registered  in  a  minor's 
name,  it  cannot  be  transferred  until 
the  minor  becomes  21  unless  a  legal 
guardian  has  been  appointed. 

On  the  other  hand,  a  trust  does 
have  advantages.  It  can  be  set  up 
for  a  limited  period  of  time.  The 
income  can  be  devoted  to  a  minor's 
benefit,  and  then,  when  the  time 
limit  expires,  the  principal  can  re- 
vert to  its  originator  for  other  uses. 

A  custodian  account,  on  the  other 
hand,  should  be  turned  over  to  a 
minor  when  he  reaches  the  age  of 
21  (see  caption).  Under  legislation 
passed  by  all  but  a  few  southern 
states  a  custodian  account  can  be 
set  up  by  registering  securities  thus: 
John  Smith  as  custodian  for  Rich- 
ard Smith  under  the  (home  state) 
Uniform  Gifts  to  Minors  Act. 

The  adult  custodian  is  given 
broad  powers  to  deal  with  the  do- 
nated securities,  including  the  right 
to  collect  income,  to  hold,  manage, 
'  sell,  invest  and  reinvest;  to  use  the 
income  and/or  principal  for  the 
support,  maintenance,  education 
and  benefit  of  the  minor.  The  legis- 
lation also  provides  for  successor 
custodians,  if  needed,  and  for  the 
securities  to  be  turned  over  to  the 
minor  when  he  reaches  21. 

The  tax  advantages  of  using  the 
custodian  approach  are  immediate. 
Both  parents  can  contribute  $3,000 
each  into  a  custodian  account  with- 
out incurring  a  gift  tax.  If  two 
gandparents  are  living,  each  can 
also  add  $3,000  without  incurring 
a  gift  tax.  Thus  these  four  donors 
could  put  in  $12,000  the  first  year 
or  $24,000  over  the  two  months  of 
December  and  January  without  in- 
curring a  gift-tax  problem.  More- 
over, in  contrast  to  the  trust,  par- 
ents and  grandparents  can  add  to  a 
minor's  custodian  account  each 
year  as  they  choose. 

The  tax  savings  of  a  custodian 
account  can  be  significant.  Over  a 
ten-year  period,  income  of  $18,000 
could  be  accrued  completely  free 
of  taxation.  And  that  is  for  only  one 
child.    Noted    tax    lawyer    Eugene 


So  Sue  Me.  "The  law  clearly 
states  that  money  in  a  custodian 
account  belongs  to  a  minor  when 
he  turns  21,"  says  attorney  Eu- 
gene Bogan,  a  tax  specialist  and 
consultant  to  the  Investment  Com- 
pany Institute.  "But  if  the  kid  be- 
comes a  bad  apple  or  refuses  to 
spend  it  on  his  education,  a  cus- 
todian has  a  practical  solution: 
Tell  the  brat  to  sue  you,  and 
often  there's  not  much  he  can  do." 

Bogan  recently  set  up  custodian  ac- 
counts for  each  of  his  12  grand- 
children and  four  nephews,  offering 
the  potential  of  sheltering  $288,000 
in  income  from  taxes  over  the  next 
ten  years.  And  it's  not  only  income 
that's  sheltered.  In  addition,  his 
potential  estate  tax  has  been  low- 
ered correspondingly. 

"Warning,"  says  Bogan.  "A  par- 
ent who  donates  securities  to  his 
child's  account  doesn't  dare  name 
himself  custodian.  The  IRS  has 
been  fighting  to  establish  that  a 
custodian  who  dies  after  setting  up 
an  account  for  his  children  should 
have  that  money  included  in  his 
estate.  Parents  may  safely  serve  if 
the  money  is  from  grandparents." 

Mutual  funds  make  an  excellent 
vehicle  for  establishing  custodian 
accounts  for  minors.  Accumulation 
plans  automatically  reinvest  all  div- 
idends and  capital  gains  and  reduce 
record  keeping  to  a  minimum.  Con- 
servatively managed  funds,  unlike  a 
savings  account,  or  single  stock  in- 
vestment, provide  both  a  hedge 
against  inflation  and  diversification. 
However,  the  custodian  approach 
can  also  be  used  to  put  a  minor's 
income  into  other  investments. 
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The  Funds 


The  Montana  Chartist 


Ask  George  A.  Chestnutt  why  his 
American  Investors  Fund  is  down 
42%,  or  over  SI 20  million,  in  the  six 
months  ended  June  30,  and  he'll 
give  you  a  succinct  answer:  "The 
fund  has  gone  down  because  the 
stocks  we  invested  in  went  down 
and  the  stock  market  went  down." 
Which,  of  course,  is  not  really  an 
answer  at  all,  but  what  the  logi- 
cians call  a  tautology— repeating 
the  same  statement  in  different 
words  so  that  a  thing  seems  to  be 
a  consequence  of  itself:  A  decline 
of  a  fund  consists  of  a  decline  in 
tlie  slocks  that  comprise  it. 

But  it  is  still  worth  asking  what 
happened  to  Chestnutt  and  his  fund 
since  they  were  first  discovered  up 
in  Greenwich,  Conn,  back  in  the 
early  Sixties  by  the  press  and  the 
investing  public. 

Chestnutt  was  good  copy  in  those 
days.  A  former  power  company  en- 
gineer from  Montana,  he  had  be- 
come adept  in  the  use  of  charts  by 
keeping  them  for  his  father,  starting 
at  age  11.  He  also  used  a  computer, 
and  he  never  came  to  New  York. 
From  this  it  was  easy  to  fashion 
the  myth  of  Chestnutt  the  mas- 
ter chartist,  a  man  who  ignored 
the  fundamentals— product,  indus- 
try, management,  earnings  trend, 
market  share,  or  whatever— of  a 
company  that  interested  him,  but 
who  somehow  managed  to  divine 
the  future  movement  of  its  stock 
from  the  pictures  he  could  coax  his 


computer  to  provide  for  drawing 
on  his  charts.  Eventually  he  was 
credited,  like  Fred  Alger,  Jerry  Tsai 
and  their  like,  with  near-supernat- 
ural powers,  and  over  SI 00  million 
a  year  flowed  into  his  American 
Investors  Fund. 

The  chances  are,  of  course,  that 
George  Chestnutt  was  never  the 
chartist-computer  fanatic  that  he 
was  so  often  pictured  as  being.  He 
certainly  doesn't  go  along  with  that 
today:  "A  chart  is  nothing  more 
than  a  convenient  way  of  visualiz- 
ing statistics,"  he  says,  "and  a  com- 
puter is  no  more  than  a  way  of 
keeping  track  of  a  lot  of  stocks. 
You  can't  have  everyone  coming 
home  from  Aqueduct  [race  track]  a 
winner,  and  the  same  thing  is  true 
of  the  stock  market. 

"Charts  and  the  odds  aren't  per- 
fect, but  under  most  circumstances 
they'll  give  you  more  of  a  chance 
since  so  many  people  use  solely  the 
fundamental  approach.  But  when 
you  end  up  with  over  5%  of  a  com- 
pany, as  [we  did]  in  the  case  of 
Champion  Home  Builders,  Electro- 
Nucleonics  and  Talley  Industries, 
it's  pretty  hard  to  immunize  one- 
self from  the  fundamentals." 

In  retrospect,  Chestnutt  may  well 
have  retreated  from  charts  to  his 
detriment.  He  made  his  big  killings 
by  his  timing  in  buying  and  selling 
the  airline  stocks  between  1962  and 
1966  and  later  in  such  stocks  as 
Xerox.  One  thing  these  stocks  had 


Chestnutt  of  American  Investors 


in  common  was  long  enough  his- 
tories and  broad  enough  markets 
so  they  could  be  charted.  His  big 
losses  of  1969-70  came  mainly  in 
letter  stocks  and  over-the-counter 
issues  that  seldom  have  had  a  mar- 
ket or  a  past  worth  charting. 

Whatever  the  source  of  his  er- 
rors, his  stockholders  have  paid 
dearly  for  them.  But  not  Chestnutt. 
His  management  fee  has  run  over 
$1.4  million  in  each  of  the  last  two 
years,  and  was  above  $500,000 
even  in  1970's  grim  first  half. 
American  Investors  Fund  is  sell- 
ing well,  with  sales  exceeding  re- 
demptions by  612  in  the  first  half. 

And  what  perspective,  in  light  of 
his  experiences  of  the  last  decade, 
can  Chestnutt  bring  to  today's  mar- 
ket? "It  is  going  up  now,"  he  says, 
"and  so  are  our  stocks."  ■ 


Trends 

&  Tangents 

(Continued  from  page  10) 
to  contain  neither  these  nor  other 
miracles.  Sample:  a  washday  prod- 
uct called  Ecolo-G  that  claims  to 
be  phosphate-free,  nitrate-free,  en- 
zyme-free and  biodegradable.  It  al- 
so allegedly  washes  clothes. 

Only  in  America 

Until  future  notice,  all  nev  in- 
vestors in  Dearborn  Computer  & 
Marine  Corp.  stock  must  be  U.S. 
citizens.  It's  unusual  for  a  company 
to  place  such  restrictions  on  the 
purchasers  of  its  shares,  but  Dear- 
born has  found  itself  in  an  unusual 


situation.  Approximately  28%  of 
Dearborn's  stock  was  acquired  by 
an  offshore  fund  located  in  the  Ba- 
hamas, which  did  not  know  of  the 
provision  in  the  U.S.  Shipping  Act 
of  1916  that  75%  of  a  company's 
stock  must  be  in  U.S.  hands  if  the 
company  operates  ships  in  coast- 
wise trade.  Dearborn  must  now 
screen  its  stockholders  until  the 
percentage  of  non-U. S.  ownership 
drops  or  the  fund  divests  itself  of 
some  of  its  holdings.  The  problem 
also  arises  in  communications  com- 
panies that  must  stay  within  federal 
limits  on  foreign  ownership. 

Honor  System 

Must  fads  come  and  go,  but  the 
antismoking  movement  seems  made 
of  more  durable  stuff.   State  Mu- 


tual Life  Assurance  Co.,  which  be- 
gan to  offer  special  life  insurance 
rates  for  nonsmokers  back  in  1964 
after  publication  of  the  Surgeon 
General's  report,  announced  re- 
cently that  it  had  gone  over  the  Si- 
billion  mark  in  face  value  of  such 
insurance  sold.  Noncigarette  smok- 
er policies  accounted  last  year  for 
39%  of  the  company's  individual 
life  insurance  sales,  and  this  year's 
percentage  will  be  higher  still.  All 
the  policyholder  need  do  to  qualify 
is  to  sign  a  statement  saying  he  has 
not  smoked  a  cigarette  in  the  past 
year  (although  cigars  and  pipes 
are  acceptable).  State  Mutual  has 
not  yet  cancelled  a  policy  because 
a  former  cigarette  smoker  has  back- 
slid and  succumbed  to  the  lure  of 
the  weed  again.  ■ 


72 


FORBES,   NOVEMBER   1,    1970 


READERS  SAY 


(Continued  from  page  8) 

the  year  1969,  sales  of  our  nontobacco 
product  lines,  minus  excise  taxes,  in- 
creased about  10%,  and  earnings  were 
up  more  than  21%. 

All  three  of  our  alcoholic  beverage 
companies  set  new  sales  and  earnings 
records  last  year,  and  our  alcoholic  bev- 
erages did  better  than  the  5%  increase 
registered  by  the  industry  as  a  whole. 
l&B  was  once  more  the  best  selling 
Scotch  in  the  U.S. 

—Dan  Provost 

Director  of  Corporate  Communications, 

Liggett  &  Myers  Inc. 

New  York,  NY. 

Old  Friends  Revisited 

Sir:  The  article  on  Nestle,  "The  Secret 
Giant,"  produced  nostalgia:  Between 
1960  and  the  end  of  1967,  I  maintained 
a  villa  in  Montreux,  and  both  at  the  club 
and  our  home  came  into  frequent  contact 
with  Nestle's  top  echelon.  Your  writer  is 
to  be  congratulated  on  discovering  as 
much  as  he  did. 

—Lawrence  C.  Brown 
Tahoe  City,  Calif. 

Comeback  of  the  Year? 

Sir:  Among  the  comeback  champions 
(Forbes,  Oct.  1)  you  omitted  Univer- 
sity Computing.  From  13)4  to  33!i  is  no 
small  move. 

—Russell  Stern 
New  York,  N.Y. 

Just  the  Gas,  Ma'am 

Sir:  In  the  Sept.  1  issue  (p.  40)  a  top 
oil  company  executive  said,  "The  inde- 
pendents are  merchandising  us  right  off 
the  map.  ...  I  don't  know  the  solution." 
I  reply— begin  to  ask  people  where  they 
buy  their  gas  and  why.  When  I  buy  gas- 
oline, I  don't  want  to  be  coerced  into 
buying  stamps,  a  carton  of  soda,  china, 
glasswear,  towels,  steak  knives,  unlucky 
contest  coupons  or  TV  and  radio  spots. 
All  I  want  is  gas'.  The  independents' 
price  proves  that  these  giveaways  are 
not  free. 

—David  L.  Hosack 
Wickliffe.  Ohio 

Equal  Time  for  the  Navy 

Sir:  We'd  like  equal  time  with  the 
Marine  Camp  High  Sierra,  as  featured  in 
"The  Marines  Do  It  Again"  on  page  18 
of  the  Sept.  15  issue  of  your  magazine. 
Navymen  at  the  Naval  Training  Center  at 
Bainbridge,  Md.  have  contributed  their 
time  to  conduct  sports  events  and  health 
education  programs  for  Camp  Concern, 
which  has  been  working  with  disadvan- 
taged Baltimore  youths  since  1968. 

— E.  Marie  Meier 

Managing  Editor, 

The  Journal  of  Navy  Civilian 

Manpower  Management 

Washington,  D.C. 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


Since  a  politician  never  believes 
what  he  says,  he  is  surprised  when 
others  believe  him. 

—Charles  de  Gaulle 


If  you  allow  a  political  catchword 
to  go  on  and  grow,  you  will  awaken 
some  day  to  find  it  standing  over  you, 
arbiter  of  your  destiny,  against  which 
you  are  powerless. 

—William  Graham  Sumner 


Nothing  is  so  contagious  as  enthu- 
siasm.        —Edward  Bulwer-Lytton 


That  cause  is  strong  which  has,  not 
a  multitude,  but  one  strong  man  be- 
hind it.        —James  Russell  Lowell 


We  are  of  different  opinions  at  dif- 
ferent hours,  but  we  always  may  be 
said  at  heart  to  be  on  the  side  of 
truth.  —Ralph  Waldo  Emerson 


It  is  ridiculous  ever  to  forget  that 
you  and  your  business  are  each  im- 
planted in  the  society  of  the  mo- 
ment. .  .  .  We  cannot  ignore  the  world 
of  our  time.  We  had  better  under- 
stand it.  —J.   Irwin  Miller 


Idealism  is  fine;  but  as  it  ap- 
proaches reality,  the  cost  becomes 
prohibitive.  —William  Buckley 


The  truth  is,  we  can't  afford  not  to 
become  involved  in  social  problems. 
It  lias  got  to  be  a  cost  of  doing  busi- 
ness—and   it  will   be   cosily  -so   that 

your  community  will  be  worth  doing 
business  in  and  li\  ing  in, 

— Elisiia  Gray  II 


Misguided  idealism  is  as  unproduc- 
tive as  unconcern. 

—A.  Dodds  Kin  win 


We  do  not  say  that  a  man  who 
takes  no  interest  in  public  affairs  is  a 
man  who  minds  his  own  business.  We 
say  he  has  no  business  being  here  at 
all.  —Pericles 


It's   easier   to   provoke   indignation 
than  to  arouse  enthusiasm. 

—William  Feather 


B.  C.  FORBES 

All  through  the  ages  the  most 
worthy  characters  have  been 
those  who  were  dynamically  en- 
thusiastic over  some  definite  aim 
and  end.  The  young  man  who 
is  afraid  to  manifest  enthusiasm 
lest  his  dignity  suffer  is  not  like- 
ly to  have  miwh  dignity  to  lose 
by  and  by.  Enthusiasm  is  the 
steam  which  makes  the  engine 
go.  It  is,  if  you  like  the  simile 
better,  an  electric  dynamo,  ca- 
pable of  generating  currents  of 
infinite  power  and  potentiality. 
"Whatsoever  thy  hand  findcth 
to  do,  do  it  with  thy  might." 
That  is  the  Sacred  Book's  way 
of  exhorting  mortals  to  be  en- 
thusiastic. 


Truth  is  never  to  be  expected 
from  authors  whose  understanding  is 
warped  with  enthusiasm. 

—John  Dryden 


It  is  more  offensive  to  outshine  in 

dignity  than   in   personal   attractions. 

— Baltasar  Gracian 


The  cheapest   way    to    have   your 

family  tree  traced  is  to  run  for  office. 

—Arnold  Glasow 


This  is  quite  a  game,  politics.  There 
are  no  permanent  enemies,  and  no  per- 
manent friends,  only  permanent  in- 
terests. —William  Clay 


Vote   for   the   man   who   promises 

least;  he'll  be  the  least  disappointing. 

—Bernard  Baruch 


Great  men,  till  they  have  gained 
their  ends,  are  giants  in  their  prom- 
ises, but,  those  obtained,  weak  pyg- 
mies in  their  performance. 

—Philip  Massinger 


The  only  diing  wrong  with  demo- 
cratic process  is  the  failure  to  use  it. 
—Seymour  Graubard 


An  informed  people  is  one  of  the 
best  guarantees  of  a  continuing  de- 
mocracy. —Harry  F.  Banks 


The  value  of  an  idea  has  nothing 
whatever  to  do  with  the  sincerity  of 
the  man  who  expresses  it. 

—Oscar  Wilde 


The  end  of  all  political  effort  must 
be  the  well-being  of  the  individual  in 
the  life  of  safety  and  freedom. 

—Dag  Hammarskjold 


A  Text . . . 


Sent  in  by  Mrs.  Lillian  A.  Aghas- 
Bian,  Seattle,  Wash.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  tin'  Business 
of  Life  is  presented  to  Benders  ol 

texts  used. 


Sci-  that  none  render  evil  for  evil  unto 
any  man:  but  ever  follow  that  which 
is  good,  both  among  yourselves  and 
to  all  men.      —I  Thessalonians  5:15 
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As  father  of  the  bride  you  get  to  keep  what's  left. 
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16  A  FIFTH  PRICES  MAY  VARY  ACCORDING  TO  STATE  AND  LOCAL  TAXES.  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF. 
BOTTLED  IN  SCOTLAND.  IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  N.Y.,  NY. 


I've  long  believed  in  dialing  my  own  Long  Distance  calls. 

For  one  thing,  it  gives  me  a  chance  to  get  "up"  for  my  dialogue* 

For  another  thing,  it's  usually  faster. 

And  now  it  saves  me  money,  too. 

Robert  Townsend,  author  of  the  best  seller,  "Up  the  Organization". 


Right,  Mr.  Townsend. 

On  most  out-of-state  Long  Distance  calls, 
you  save  money  if  you  dial  the  call  yourself  instead 
of  placing  the  call  through  the  operator. 

For  example,  during  business  hours,  a 
three-minute  coast-to-coast  call  placed  person-to- 
person  costs  $3.30  plus  tax. 


But  if  you  cail  station-to-station,  and  dial  the 
call  yourself  without  operator  assistance,  the  cost  is 
just  $1.35  plus  tax. 

That's  less  than  half  the  cost. 

So  help  "up"  your  organization  by 
cutting  costs.  Whenever  you  make  a  Long 
Distance  call— dial  the  call  yourself. 
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THE  SITE  SEEKERS: 


"Well,  that  narrows  it  down  to  the 

East-North-Central  and  East-South-Central  Zones . . . 

so  why  dont  we  take  a  closer  look  now  at  where  the  two  meet: 

the  3-state  CINCINNATI  GAS  &  ELECTRIC  Area! 


Tell  us  how  close  a  look  you  want.  We'll  provide  facts,  studies,  maps,  or  a  conducted  tour.  Write  or  call  James  A.  Wuenker  (513-632-2595) 

Area  Development  Division,  The  CINCINNATI  GAS  &  ELECTRIC  Co.  Cincinnati,  Ohio  45202 
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AT  TEXACO 


OPERA  is  an 
important  part  of 
OPERA  tions 


For  the  thirty-first  consecutive  year  we 

proudly  present  the 
METROPOLITAN  OPERA  BROADCASTS 

These  presentations  of  Saturday  malinee  perform- 
ances originate  -//Ve— directly  from  the  stage  oi  the 
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YOUHE  BEING  ROBBED! 


Virtually  every  time  that  you  spend 
money,  whether  at  the  supermarket,  de- 
partment store,  drugstore,  or  gas  sta- 
tion, you're  being  ROBBED!  You're 
being  duped,  hoodwinked,  and  swindled  out  of 
the  full  value  of  your  money  by  a  combination 
of  deceptive  selling  techniques  that  include 
Madison  Avenue  double-talk,  mendacious  sales- 
manship, and  insidious  labeling  and  packaging 
ploys.  Senator  Warren  Magnuson,  the  most  alert 
consumer  watchdog  in  Congress,  says  that  decep- 
tive selling  is  today's  "most  serious  form  of 
theft,  accounting  for  more  dollars  lost  each 
year  than  robbery,  larceny,  auto  thefts,  em- 
bezzlement, and  forgery  combined."  Sidney 
Margolius,  the  dean  of  American  consumer  writ- 
ers, asserts  that  "Never  in  the  30  years  I  have 
been  reporting  on  consumer  problems  has  the 
public  been  as  widely  and  steadily  exploited  as 
today."  And  Ralph  Nader,  the  nation's  most  re- 
nowned champion  of  consumer  rights,  slates 
that  "Nowadays  consumers  are  being  manipu- 
lated and  defrauded  not  just  by  marginal.fly-by- 
night  hucksters,  but  by  America's  blue-chip  busi- 
ness firms."  In  short,  commercial  flimflammery 
is  rife  throughout  the  nation  and  the  American 
consumer  is  being  victimized  as  never  before.  As 
a  partial  antidote  to  this  widespread  fraud 
and  deception,  an  intrepid,  authoritative,  new 
publication  has  been  launched.  Its  name  is 
Moneysworth. 

Moneysworth,  as  its  name  implies,  aims  to 
see  that  you  get  full  value  for  the  money  you 
spend.  It  rates  competitive  products  as  to  best 
buys  (as  among  cameras,  hi-fi's,  automobiles, 
and  the  like);  it  offers  tips  on  how  to  save  mon- 
ey (they  will  astound  you  with  their  ingenuity); 
and  it  counsels  you  on  the  management  of  your 
personal  finances  (telling  not  only  how  to  gain 
maximum  return  on  your  investments  and  sav- 
ings, but  also  how  to  protect  your  money 
against  the  ravages  of  inflation).  In  short, 
Moneysworth  is  your  own  personal  consumer 
crusader,  trusted  stockbroker,  and  chancellor  of 
the  exchequer -all  in  one. 

Perhaps  the  best  way  to  describe  Moneys- 
worth  for  you  is  to  list  the  kinds  of  articles  it 
prints: 

Earn  12%  on  Your  Savings  (Fully  Insured) 
How  to  Buy  A  Car  for  $125  Over  Dealer's  Cost 
Inaccurate  Billing  by  the  Phone  Company 
The  Advantages  of  a  Swiss  Banking  Account 
The  New  U.S.-Made  Minicars:  An  Evaluation 
14  Recession-Wracked  Cities  Where  Real  Estate 
Is  Selling  for  a  Pittance 

"Consuming  Fire"-  Moneysworth    takes   aim 

at  companies  that  are  defrauding  the  public. 

Unsafe   at    Any    Height— A    comparison   of   the 

safety  records  of  America's  airlines. 

A  Consumer's  Guide  to  Marijuana 

Free  Land  and  Free  Money  from  Uncle  Sam 

Stocks  that  Are  on  the  Rebound 

Send  Your  Child  to  College  Abroad 

The    Moneysworth    Co-operative-Details    of    a 
price-discount  co-op  (for  purchasing  typewriters, 
cameras,  and  the  like)  that  Moneysworth  sub- 
scribers automatically  become  members  of. 
How  Much  Are  You  Worth?-An  amazingly  sim- 
ple chart  gives  you  the  answer  in  60  seconds. 
High-Priced    Lemons-  Mechanical    failures   on 
brand-new  Imperials.Continentals,  and  Cadillacs. 
The  Link  Between  Heart  Attack  and  Coffee 
The  Economics  of  Being  Black 
Cashing  In  on  Canada's  New  "Floating"  Dollar 
Cyclamates:  Did  America  Overreact? 
How  to  Buy  Art  Without  Getting  Framed 
Critics'  Consensus— A  regular  feature  of  Moneys- 
worth  in   which  the  opinions  of  leading  book, 
record,  and  film  critics  are  tabulated. 
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Providing  Your  Teenager  with  Contraception 

"Unit-Pricing"— The  most  revolutionary  develop- 
ment in  food  stores  since  trading  stamps. 

The  Effect  of  Air  Pollution  on  Potency 
The  Great  Odometer  Gyp— How  rent-a-car  com- 
panies take  the  American  public  for  a  $10-mil- 
lion-a-year  ride. 

"No  Load"  Mutual  Funds— A  list  of  45  funds 
that  return  the  equivalent  of  an  8%  profit  at  the 
very  moment  of  investment. 

12  Ways  to  Put  the  Touch  on  Friends— And  12 
ways  to  demur. 

How  to  Buy  Medical  Insurance  Without  Trauma 
The  Encouragement  of  Reckless  Driving  by  GM, 
Chrysler,  and  Ford— Verbatim  quotes  from  their 
souped-up  ads  in  hot-rod  magazines. 

Taking  Stock  of  Your  Stockbroker— Nine  ways  to 

probe  his  probity. 

Legal  Ways  to  Beat  Sales  Taxes 

Co-ops  and  Condominiums  Explained 

"The  Safest  Car  of  19_"  —A  new  series  of  an- 
nual awards  by  the  editors  of  Moneysworth. 

How  to  Break  a  Lease 

Land  Investment  in  Australia-  At  $1.20  an  acre, 
land  down  under  rates  high  among  speculators. 

How  to  Sue  Without  a  Lawyer 

The  Impending  Ban  on  Leaded  Gasoline-How 

it  should  affect  your  next  car  purchase. 
A  Guide  to  Legal  Abortion-Including  the  costs 
in  different  states. 

And  Now,  Microwave  Pollution— An  expose  of 
the  damage  wrought  to  humans  by  radar,  elec- 
tronic ovens,  and  TV  transmission. 

Social  Security's  Special  Rules  for  Women 
How  Merrecal  Hurts  Your  Diet 
Life  Insurance:  A  Legalized  Swindle— A  Hartford 
actuary   tells   why  he   believes  that  "more   than 
90%  of  American  policies  are  sold  through  mis- 
representation, deceit,  and  fraud." 

Teaching  Your  Child  the  Value  of  Money-With- 

out  having  him  overvalue  it. 

How  to  Handle  Computerized  Dunning  Letters 

Taxproof  Money— A  collection  of  highly  creative, 

little-known,   perfectly   legal  gimmicks. 

How  to  Distinguish  Health  from  Hokum  at  the 

Health-Food  Store 

Blindness  Caused  by  Contact  Lenses 

Don'!  Buy  U.S.  Savings  Bonds— Why  they  make 
a  terrible  investment,  how  they  undermine  sound 
government  fiscal  planning,  and  why  one  leading 
investment  counsellor  says,  "They  are  palmed  off 
mostly  on  rubes  and  financial  boobs." 
GZ's  New  Synthetic  Diamonds:  Will  They  Ruin 
the  Value  of  Real  Diamonds? 

The  Truth  about  Cut-Rate  Gasolines 

"No-Fault"  Insurance  Clarified 

Checking  Up  on  Your  Social  Security  Account 

That's  the  Spirit— Big  bargains  in  booze,  beer, 
and  brandy. 

Stop  Chewing  the  Fat— How  to  read  the  new 
labels  on  frankfurters. 

Free  Checks— A  list  of  200  banks  that  allow  un- 
limited writing  of  personal  checks. 

Bootleg  Birth-Control  Pills 

When  in  Doubt,  Deduct— The  ten  most  common 

forms  of  income-tax  overpayment. 

$99  Fares  to  Europe 
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n  sum,  Moneysworth  is  a  hip,  trustworthy 
financial  mentor.  It  reflects  the  quint- 
essence  of  consumer   sophistication. 

In  format,  Moneysworth  is  a  newsletter.  It  is 
designed  for  instantaneous  communication  and 
easy  reference  when  you're  shopping.  It  is  pub- 
lished fortnightly.  This  ensures  you  that  the  in- 
formation in  Moneysworth  will  always  be  up- 
to-the-minute.  Product  ratings  will  appear  pre- 
cisely when  you  need  them  most  (automobiles 
and  sailboats  will  be  rated  in  the  spring,  for 


example,  and   Christmas  gifts  and  ski  equip- 
ment in  the  fall.) 

In  style,  Moneysworth  is  concise,  pragmat- 
ic, and  above  all,  useful.  It  is  also  completely 
forthright.  Moneysworth  does  not  hesitate  to 
name  brand  names  (whether  to  laud  or  lam- 
baste them),  to  identify  big  corporations  when 
they  gouge  the  public,  and  to  quote  the  actu- 
al prices  and  discounts  that  you  are  entitled  to 
and  should  be  getting.  Moneysworth  can  af- 
ford to  be  this  candid  because  it  carries  no  ad- 
vertising whatsoever;  it  is  beholden  to  no  one 
but  its  readers. 

The  editors  of  Moneysworth  are  a  team  of 
hard-nosed,  experienced  journalists.  The  editor- 
in-chief  is  Ralph  Ginzburg,  creator  of  the  flam- 
boyant magazines  Fact,  Eros,  and  Avant-Garde. 
Mr.  Ginzburg  was  the  first  editor  to  provide  a 
platform  for  Ralph  Nader  to  express  himself  on 
the  subject  of  automobile  safety.  Moneysworth's 
publisher  is  Frank  R.  Brady,  generally  regarded 
as  one  of  the  publishing  industry's  shrewdest 
financiers.  Herb  Lubalin,  the  world's  foremost 
graphic  designer,  is  Moneysworth's  art  director.  ' 
Together,  these  men  will  produce  the  first  — 
and   only-consumer    magazine   with   charisma. 

Moneysworth  is  available  by  subscription 
only.  Its  price  is  $10  a  year.  However,  right 
now  you  may  order  a  special  introductory 
Charter  Subscription  for  ONLY  $5!  This  is 
HALF   PRICE!! 

Moreover,  we  are  so  confident  that  Moneys- 
worth  will  prove  indispensable  to  you  that  we 
are  prepared  to  make  what  is  probably  the  most 
generous  subscription  offer  in  publishing  his- 
tory: We  will  absolutely  and  unconditionally 
guarantee  that  Moneysworth  will  increase  the 
purchasing  power  of  your  income  by  at  least 
I 5%-or  we'll  refund  your  money  IN  FULL. 
In  other  words,  if  you  now  earn  $10,000  a  year, 
we'll  guarantee  that  Moneysworth  will  increase 
the  value  of  your  income  by  at  least  $1 ,500-oi 
you  get  your  money  back.  As  you  can  see,  a 
subscription  to  Moneysworth  is  an  absolutely 
foolproof  investment. 

To  enter  your  subscription,  simply  fill  out 
the  coupon  below  and  mail  it  with  $5  to: 
Moneysworth,  110  W.  40th  St.,  New  York, 
New  York  10018. 

We  urge  you  to  act  at  once.  Stop  being 
robbed   and   start  getting  your   Moneysworth. 


II  enclose  $5  for  a  one-year  subscription  I 

to   Moneysworth,  the  authoritative  new  I 

■    consumer  newsletter.  I  understand  that  I  I 

am  paying  only  HA  LF  PRICE!  Moreover,  I 

■    Moneysworth  guarantees  that  it  will  in-  | 

crease  the  purchasing  power  of  my  in-  § 

■    come  by  at  least  15%  or  I  will  get  my  ■ 
money  back  IN  FULL. 
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Directors  and  officers  of  any  organization  can  be  sued. 
No  matter  how  innocent  they  are. 


In  most  states,  you  can  be  sued 
if  you're  an  officer  of  a  private  religious 
charity  and  somebody  thinks  you've 
exceeded  your  authority.  You  can  be 
sued  if  you  sit  on  the  Board  of  Directors 
of  a  public  corporation  and  some 
Stockholder  thinks  you've  missed  too 
many  meetings.  No  matter  who  you  arc, 
you  can  be  sued  for  things  you  never 
dreamed  of.  Or  things  you  never 
dreamed  of  doing. 

But  until  recently,  the  only  people 
who  could  get  insurance  through 
their  organizations  were  directors  and 


officers  of  the  largest  public  corporations. 
Smaller  and  non-profit  corporations 
weren't  eligible.  The  smaller  they  were, 
the  harder  they  fell.  And  fall  they  did. 

But  even  when  they  won  a  case, 
they  lost.  Lawyers  and  wasted  time 
cost  money. 

Now  we're  able  to  consider  every 
single  director  and  officer  of  every  single 
organization  in  the  United  States  and 
Canada.  I  arge  or  small.  Public,  private, 
non-profit,  and  family-owned.  And  we 
already  write  more  Directors  and 
Officers  Liability  Insurance  than  any 


other  domestic  insuror. 

Send  for  our  booklet.  Then  talk  it 
over  with  your  insurance  agent  or  broker. 
Write:  American  Home  Assurance  Co., 
Dept.  A-14,  102  Maiden  Lane,  New  York, 
New  York  10005. 

No  matter  how  much  on  the  side 
of  the  angels  you  are.  there  are  going  to 
be  times  when  a  stockholder  or  a 
member  of  your  organization  is  going 
to  look  like  the  Devil  himself. 

American  Home  Assurance  Company . 

Member  ol  American  lniern.ition.il  Group  Inc. 
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Side  Lines 


A  Comforting  Excursion 

Depressed  by  the  business  news  and  the  foreign  news,  the  drug  prob- 
lem and  the  generation-gap  problem,  one  of  our  editors,  on  a  gloomy 
Jay  late  last  month,  sought  solace  in  old  bound  volumes  of  this  maga- 
zine. He  wondered  what  things  had  been  like  50  years  ago,  around 
the  time  he  was  born,  when  Forbes  was  a  bare  three  years  old. 

What  he  saw  in  those  yellowing  pages  hardly  made  for  cheerful 
leading,  for,  by  a  strange  coincidence,  the  headlines  of  that  day,  al- 
though they  contained  different  names,  were  not  terribly  different 
from  the  headlines  of  today.  The  article  reproduced  below  was  written, 
not  in  November  1970,  but  in  November  1920! 


FORBES 


November   13,   1920     '"T? '&£«£**■ 


20c  the  Copy 


When  Is  the  Turn  Coming? 

That's  the  question  on  the  lips  ol  all  business  men.  After 
discussing  pros  and  con.1-  of  the  whole  situation  with  both 
bankers  and  business  leaders,  I  would  submit  this  us  the 
majority  analysis  of  the  outlook:  Severe  unsettlement  pre- 
\ails  today.  Things  probably  will  become  worse  until  after 
the  turn  of  the  year.  Already  quite  a  number  of  concerns 
are  receiving  emergency  treatment  from  banking  interests. 


In  the  wake  of  World  War  I,  the  U.S.  was  suffering  what  it  is  suf- 
fering today:  a  messy  combination  of  inflation  and  deflation,  rising 
prices  and  rising  unemployment.  A  number  of  large  corporations  were 
in,  or  close  to,  bankruptcy,  among  them  General  Motors.  The  rail- 
roads were  in  such  rough  shape  that  the  Government  was  running 
them.  There  was  a  crime  wave,  bred  by  Prohibition.  Everyone  was 
worried  about  the  threat  of  Bolshevism,  both  at  home  and  abroad. 

It  is  interesting  to  note  some  of  the  stances  taken  on  the  problems 
of  the  day  by  Forbes'  founder,  B.C.  Forbes.  In  those  days,  cutting 
wages  and  closing  plants  were  considered  the  standard  cure  for  poor 
business.  But  B.C.  Forbes,  in  a  vein  that  must  have  infuriated  many 
conservatives,  warned  that  the  workers  couldn't  be  asked  to  bear  the 
full  brunt  of  an  anti-inflation  policy,  and  he  warned  his  businessmen 
readers  that  seeing  his  children  go  hungry  could  turn  the  mildest 
worker  into  a  radical. 

In  quite  another  vein,  the  50-year-ago  issue  of  Forbes  looked  at 
the  badly  troubled  auto  industry.  The  worriers  said  the  market  was 
saturated,  what  with  production  having  hit  almost  2  million  cars  a 
year.  A  Forbes  article  disagreed.  It  pointed  to  the  spreading  network 
of  good  roads  and  the  untapped  potential  of  truck  transport. 

As  he  slipped  the  old  volume  back  into  its  place  on  his  bookshelf, 
the  FoRBEsman  felt  strangely  comforted.  As  he  thought  about  his 
feelings,  the  reason  for  it  became  clear.  His  brief  excursion  into  the 
past  had  made  him  feel  more  confident  that  a  nation  that  had  come 
through  1920-21— not  to  mention  1929— could  eventually  solve  its 
present  problems  as  well.   ■ 


SCM  offers  a 
2  year  guarantee 

against  price 
increases. 

Xerox  doesn't 

If  you  now  have  a  Xerox  copier,  you  probably 
received  a  letter  recently  giving  notice  of  a  price 
increase  effective  August  1, 1970.  j 

Another  inflation- 
ary nibble.  I 

They've  done  it 
before.  They  may  do  it     I 
again. 

^^^ Is  there  no  defense? 

TheihSdH^^^^^™  There  is.  The  SCM 

24  month  Copy  Service  Agreement. 

This  agreement  provides  for  all  your  copying 
needs.  Machines,  paper,  supplies,  service— the  works. 
All  for  prices  determined  at  the  time  you  sign. 
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And  that's  it.  No  increases  for  two  years. 

But  SCM  Copy  Service  prices  aren't  just  guar- 
anteed for  the  length  of  the  contract.  They're  also 
lower  than  Xerox  prices. 

We  compared  the  operating  costs  of  our  SCM 
111  (on  a  24  month  Copy  Service  Agreement)  to  costs 
of  the  Xerox  720.  At  7000  copies  per  month  and  5 
icopies  or  less  from  each  original,  SCM  costs  were  32% 
less.  An  SCM  representative  can  give  you  compar- 
ison figures  for  other  monthly  volumes. 

Now,  a  word  about  our  copier.  It's  faster. 

The  SCM  111 
has  a"firstcopy"time 
of  8  seconds.  The 
Xerox  720  takes  19 
seconds. 

And  in 'copies 
per  minute"  we  beat 
them  16  to  12. 

SCM   offers 
Drice  stabilization,  ■ 
ower   costs    and 
speed.  If  you're  in- 
terested, (and  particularly  if  you  now  use  a  Xerox 
720, 2400,  or  3600),  call  an  SCM  representative  and 
he'll  show  you  the  facts. 

But  do  it  soon.  Before  you  get  another  letter. 

The  SCM  111. 
We  made  it  to  be  better. 


BBS 


SMITH-CORONA  MARCHANT 

DIVISION  OF   SCM   CORPORATION 


What's 

Bliss  &  Laughlj 

Industries 

doing  in  the 

scaffold 

leasingi& 

business? 


'61    '62    '63    '64    '65    '66    '67    '68    '69 

BLI  divisions  in  the  construction  tools 
and  equipment  field  have  helped  build 
a  more  profitable  corporate  structure. 
More  than  half  of  revenues  from  BLI's 
construction  group  is  derived  from  leas- 
ing, a  factor  which  has  caused  our  return 
on  sales  to  rise  to  10.7%  as  shown  in  the 
graph  above.  Construction  materials  and 
equipment  helped  to  boost  BLI's  rev- 
enues to  more  than  double  and  profits 
to  more  than  triple  from  1961  to  1969. 


Get  the 

whole  story. 

Write  for  our 

'69  annual  report. 


BUSS 

LAUGHLIN 
industries 

3559 

126  W.  22nd  Street  •  Oak  Brook,  III.  60521 

•  Construction  tools  and  equipment  •  Land 
development  and  financial  services  •  Furniture 
and  appliance  parts  •  Cold  finished  steel  bars 
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Trends 

&  Tangents 


BUSINESS 


Hear  No  Evil 

A  novel  antihijacking  idea  that 
might  well  eliminate  unscheduled 
flights  to  Havana  and  the  Mideast 
is  being  pushed  by  Representative 
Dante  Faseell  (Dem.,  Fla.)  and  get- 
ting favorable  notice  from  the  Fed- 
eral Aviation  Administration.  The 
proposal  is  simply  that  verbal  com- 
munication from  cabin  to  pilot  be 
cut  off.  All  entrances  to  the  cock- 
pit would  be  secured  from  the  pi- 
lot's side  and  all  verbal  communi- 
cation thereafter  would  be  strict- 
ly one-way,  from  pilot  to  cabin.  If 
an  emergency  arose,  such  as  fire  or 
illness,  the  stewardess  could  press 
a  combination  of  buttons  signaling 
the  pilot  to  take  prearranged  emer- 
gency measures. 

Santa  at  4'/2% 

For  years,  Christmas  club  savings 
accounts  paid  no  interest,  despite 
outcries  from  state  banking  depart- 
ments and  efforts  to  force  some 
payout  by  law.  Now  competition 
and  automation  are  beginning  to 
succeed  in  some  states  where  leg- 
islation failed.  The  big  New  York 
and  California  banks  are  beginning 
to  pay  interest  on  Christmas  club 
accounts,  usually  at  4.5%  but  some- 
times as  high  as  5%  on  automatic 
withdrawal  accounts,  in  which  an 
agreed  amount  is  automatically 
transferred  monthly  into  the  Christ- 
mas account  from  the  customer's 
checking  account. 

Little  Giant 

The  steel  industry  made  consid- 
erable noise  recently  over  the  fact 
that  in  the  first  nine  months  of 
1970,  some  47  million  tons  of  steel 
production,  or  more  than  half  of  to- 
tal U.S.  output,  came  from  basic 
oxygen  furnaces.  But  something 
else  was  buried  in  the  figures, 
namely,  the  continued  steady  rise 
in  production  from  electric  fur- 
naces. True,  they  produced  only 
about  15.2  million  tons  in  the  first 
three  quarters,  but  that  was  nearly 
triple  the  figure  of  a  decade  earlier. 
Alloy  and  other  specialty  steels 
were  once  the  main  product  of  the 
electrics,  but  now  two-thirds  of 
electric  output  is  carbon  steel.  A 
major  advantage  of  the  electrics: 
They  require  far  less  space  and  to- 
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tal  investment  than  does  a  basic 
oxygen  furnace— which  makes  them 
popular  with  the  steel  "minimills." 

The  Legman  Cometh 

Vowing  to  offer  inexpensive  pan- 
tyhose for  "every  woman  under  300 
pounds,"  German  pantyhose  stand- 
out Schuke  &  Dieckhoff  has  launched 
a  major  invasion  of  U.S.  supermar- 
kets with  a  product  selling  around 
$1,  Ivell  below  the  average  price  of 
domestic  brands.  By  aiming  at  the 
supermarkets'  12%  slice  of  the  mar- 
ket, with  its  low  markups,  S&D 
contends  it  can  provide  top-quality 
pantyhose  at  a  shrunken  price. 

Progress  Toward  Yesterday 

After  much  planning,  the  rail- 
roads have  finally  resumed  coast-to- 
coast  sleeping-car  service  like  that 
our  forebears  took  for  granted.  A 
joint  effort  by  the  Southern  Pacific, 
Southern  Railway  and  Penn  Cen- 
tral, the  new  train  takes  a  southern 
cross-country  route  between  New 
York  and  Los  Angeles  via  New  Or- 
leans. To  stimulate  tourist  traffic, 
an  overnight  stop  is  scheduled  in 
New  Orleans,  with  the  sleeping  car 
used  as  the  traveler's  hotel.  Setting 
up  the  new-old  service  was  helped 
by  the  economies  of  a  three-per- 
week  rather  than  a  daily  schedule.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $9.50,  O  2 
years  $15,  □  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 
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READERS  SAY 


t  Heublein's  Rebuttal 

Sib:  Your  article  on  Heublein,  in  the 
>jov.  1  issue,  contains  a  very  serious  er- 
ror in  fact  and  several  misleading  im- 
plications. The  headline  errs  seriously 
when  it  says  that  Heublein  has  a  "cur- 
rent loss  in  growth  anil  profits." 

The  facts  are  that  the  company 
achieved  its  tenth  consecutive  year  of 
record  earnings  per  share  and  sales  in 
the  fiscal  year  ended  June  30,  and  fol- 
lowed this  with  the  best  first  quarter  in 
its  history.  Sales  were  up  5V<  and  earn- 
ings per  share  increased  by  12'.'.  in  the 
first  quarter  ended  Sept.  30,  1970,  de- 
spite the  unstable  U.S.  economy. 

To  imply  that  the  Theodore  Hamm 
Brewing  Co.  subsidiary  is  a  failure,  when 
in  actuality  it  has  operated  profitably 
even,  year  since  it  was  acquired  in  1965. 
in  error.  While  you  may  think  it  only 
an  error  of  editorial  judgment,  it  is  an 
error  in  fact  because  Hamm's  lias  con- 
sistently contributed  to  our  profitable 
corporate  performance. 

I  would  be  remiss  if  I  failed  to  call 
this  to  your  attention. 

— Stuart  D.  Watson 
President, 

Heublein,  Inc. 

Hartford,  Conn. 

Our  headline  wot  indeed  a  mislead- 
ing one— Ed. 

Putting  Back  Some  of  the  Bloom 

Sue  The  story  "T\  Is  the  Bloom 
Off  the  Old  Rose?"  (Forbes,  Oct.  15), 
incorrectly  states  that  among  the  tele- 
vision networks  ".  .  .  only  one,  ABC, 
has  reported  new  business  contracts,  and 
tht  -  million."    The   tacts   are   that 

NBC-TV  has  maintained  its  industry 
leadership  in  attracting  new  advertisers 
to  network  television.  In  1970,  the  "To- 
day" and  "Tonight"  programs  alone  will 
account  for  nearly  S3.5  million  in  rev- 
enue from  new -to-network  advertisers. 
Added  to  this  are  revenues  from  night- 
time, daytime  and  sports  programming 
from  first-time  advertisers. 

Despite  the  absense  of  a  formally  es- 
tablished "new  business  department" 
(which  the  article  incorrectly  credits  us 
with  having),  the  acquisition  of  new 
"  business  continues  to  be  a  day-to-day 
function  of  all  NBC-TV  sales  department 
personnel. 

—M.S.  RUKEYSER  Jh. 

Vice  President  Press  &  Publicity, 

National  Broadcasting  Co. 

New  York,  N.Y. 

Sir:  You  make  reference  to  TV  Guide 
as  being  the  largest  mass  circulation  mag- 
a/ine  in  the  country.  Allow  me  to  correct 
you.  Reader's  Digest  is  in  fact  the  largest 
circulation  magazine  in  the  country  and 
in  the  world. 

—William  D.  Thorn 

Reader's  Digest  Sales  &  Services 

Advertising  Division 

New  York,  N.Y. 


Sir:  "TV:  Is  the  Bloom  Off  the  Old 
Rose?"  is  one  of  the  most  perceptive  arti- 
cles I  have  read  in  some  time. 

—Louis  T.  Hagopian 

Executive  Vice  President, 

N.W.  Ayer  &  Son 

New  York,  N.Y. 

Sir:  I  agree  with  your  article  that  TV 
programming   is   undergoing   a   very   dy- 
namic   change— especially    with    the    ad- 
vent of  CATV.  I  was  disappointed,  how- 
ever,   that   Chromalloy's    Laser   Link   af- 
filiate was  "conspicuous  by  its  absence." 
—William  Conlan 
Universal  Public  Relations,  Inc. 
New  York,  N.Y. 

But  Not  in  West  Virginia 

Sin:  In  your  recent  article  "The  Fiat- 
Footed  Shoemakers"  (Forbes,  Oct.  15), 
you  indicate  that  U.S.  shoe  manufactur- 
ers have  not  expanded  their  production 
facilities  in  recent  years  because  of  for- 
eign competition.  While  this  may  be  true 
for  the  U.S.,  it  certainly  does  not  apply 
to  West  Virginia  which  has  had  several 
recent  expansions  in  the  shoe  industry. 

— Lysandeb  L.  Dudley  Sr. 

Commissioner, 

Department  of  Commerce, 

State  of  West  Virginia 

Charleston,  W.Va. 

Get  the  Lead  Out— Yes  or  No? 

Sir:  You  point  out  (Fact  &■  Comment, 
Oct.  15)  what  we  in  the  lead  industry 
have  been  trying  to  tell  the  public— un- 
successfully— which  is  that  the  problem  of 
lead  in  gasoline  is  not  a  simple  one,  and 
that  it  behooves  the  regulatory  authorities 
to  move  slowly  and  not  be  carried  away 
by  the  emotionally  slanted  publicity  on 
this  subject.  We  in  the  industry,  and  St. 
Joe  in  particular,  have  been  very  con- 
si  ions  of  the  fact  that  lead  is  a  toxic  ma- 
terial if  ingested  by  man  or  animal.  Our 
records  going  back  over  40  years  do  not 
indicate  that  the  quantity  of  lead  in  the 
atmosphere  constitutes  a  threat  or  hazard 
to  health.  We  are  far  from  persuaded 
that  .the  elimination  of  all  lead  from 
gasoline  is  the  answer  to  the  problem  of 
smog,  irritation  and  the  hazard  of  health. 
—Francis  Cameron 
Chairman, 
St.  Joe  Minerals  Corp. 
New  York,  N.Y. 

Sir:  Cet  your  head  out  of  the  sand! 
The  average  American's  blood  contains 
over  25%  of  the  amount  of  lead  usually 
associated  with  classical  lead  poisoning, 
according  to  advisors  of  the  Environmen- 
tal Defense  Fund,  Stony  Brook,  N.Y. 
And  that  is  only  a  part  of  the  billions  of 
tons  of  poison  being  poured  into  our  at- 
mosphere daily  by  the  most  deadly,  most 
crippling,  most  expensive,  and  most  gross- 
ly inefficient  means  of  transportation  de- 
veloped by  man. 

— Edwix  Schxabel 

President, 

Ecological  Besources 

Advisory  Corp. 

Simi,  Calif. 

(Continued  on  page  94) 


Tax  breaks 
for  business 
in  New  York 

Who  Says  New  York's 
Business  Climate  is  Healthy? 

NEW  ENGLAND*  SAYS  SO: 
". . .  Personal  property  of  manufac- 
turers..." (machinery,  equipment 
and  inventories)  "...is  completely 
exempt  from  taxation  in  New 
York...." 

"...special  incentives  in  New 
York  amount  to  a  sizable  tax  break 
for  new  industry  and  investment." 

"New  England  Business  Review,  published 
by  Federal  Reserve  Bank  of  Boston. 

MICHIGAN*  SAYS  SO:  The  com- 
bined state  and  local  tax  bill  for 
five  hypothetical  manufacturing 
firms  was  lower  in  Buffalo,  N.Y, 
than  in  five  other  major  industrial 
cities— Detroit,  Cleveland,  Milwau- 
kee, Indianapolis  and  Newark. 

"Tax  study  commissioned  by  the  Citizens 
Research  Council  of  Michigan. 

PENNSYLVANIA*  SAYS  SO:  The 
New  York  state-local  tax  bill  was 
less  than  that  for  New  Jersey,  Ohio 
and  Illinois  in  six  out  of  seven  in- 
dustrial groups  analyzed;  New 
York's  was  less  than  that  of  five 
other  states— Michigan,  West  Vir- 
ginia, Indiana,  Massachusetts  and 
Maryland— for  all  seven  groups  of 
industries. 

"Pennsylvania  Economy  League,  Inc. 

We  invite  comparisons.  To  discover 
the  business  advantages  and  serv- 
ices available  to  you  in  New  York 
State,  as  well  as  our  business  tax 
credit  for  new  production  facilities 
...up  to  nearly  100%  tax  abate- 
ment ...  fill  out  and  mail  the  coupon 
below. 


Commissioner  Neal  L.  Moylan 
New  York  State  Department 
of  Commerce 

112  State  Street  (Room  386) 
Albany,  New  York  12207 

Please  mail  to  me,  free  of  charge,  bro- 
chures on  tax  advantages  for  business, 
plant  financing  and  industrial-location 
services  in  New  York. 


NAME. 
TITLE. 
FIRM_ 


ADDRESS. 
CITY 


STATE. 


ZIP. 
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ENVIRONMENTAL 
CONTROL 


Technologically  there  is  really  very 
little  new  with  environmental  con- 
trol. What  is  new  is  the  recently 
aroused  public  awareness  of  the 
problem  and  the  urgency  for  action 
created  by  new  legislation  and  bet- 
ter enforcement. 

Over  the  years,  Austin  has  solved 
many  hundreds  of  problems  in  en- 
vironmental control  and  the  elim- 
ination or  reduction  of  pollution. 
These  were  in  a  wide  range  of  in- 
dustrial activities  — including  proc- 
ess, forest  products  and  mining 
and  metals  industries  —  both  at 
home  and  abroad.  A  few  examples 
are: 

1.  For  the  production  of  iron  ore 
pellets.  Recover  from  350° F  fur- 
nace top  gas  discharge,  2100  lbs./ 
hr.  of  abrasive  iron  oxide  dust,  with 


efficiencies  of  100%  for  particles 
30  microns  or  larger  and  85%  for 
those  to  1  micron. 

2.  For  a  paper  manufacturer.  In- 
dustrial waste  treatment  for  kraft 
pulp  mill.  Treatment  facilities  con- 
sisting of  solids  removal  and  dis- 
posal by  incineration  and  BOD 
reduction  by  an  aerated  lagoon, 
followed  by  a  post-polishing  lagoon. 
Control  of  odor  and  particulate 
matter. 

3.  For  a  chemical  processor.  A 

waste  reclamation  system  to  turn 
a  pollution  contaminant  into  a  sale- 
able by-product.  A  catalyst  plant 
waste  stream  was  treated  in  a 
solids-contact  clarifier,  sand  fil- 
tered, partially  evaporated,  steam 
filtered  and  dried  to  recover  sodium 
sulfate. 


4.  For  a  pharmaceutical  manufa 
turer.  Complete  facilities  for  ha 
dling  all  liquid  process  wastes. 
A  high  solids  content,  high  BOD  I 
spent  fermentation  beer  was  con 
centrated  by  evaporation  for  incin 
eration  or  drying  and  sale,  depend 
ing  on  the  variable  nature  of  the 
constituents.  Miscellaneous  wash 
waters  and  low  BOD  wastes  were 
combined  with  treated  sanitary 
wastes  for  deep  well  disposal. 

We  will  be  pleased  to  bring  this 
experience  to  bear  on  your  environ- 
mental and  pollution  problems  and 
we  will  serve  you  with  the  urgency 
currently  required. 

Please  direct  your  inquiries  to  The 
Austin  Company,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


TWENTY  THOUSAND  TIDES  AGO 


The  sweeping  tides  of  Normandy  were  the  greatest  and 
only  allies  the  Nazis  had  in  their  fierce,  desperate  effort  to 
repel  Allied  forces  on  D  Day,  June  6,  f944.  The  two  of 
them  comhined  to  pile  high  the  dead  on  Omaha  Beach. 
\\  eeks  later,  when  the  front  had  been  pushed  back  so  that 
much  ot  fiance  was  free,  the  outfit  in  which  I  was  a  ma- 
chine gun  section  sergeant  landed  on  and  traipsed  across 
the  incredibly  crowded  stretch  of  sand.  After  bivouacking  in 
the  Normandy  hedgerow  country,  we  trucked  by  Red  Ball 
Express  across  Fiance  and  into  battle  near  Amiens. 

A  little  while  ago  I  visited  Omaha  Beach  for  the  second 


time  in  my  life.  In  the  intervening  26  years,  nearly  20,000 
tides  have  come  and  gone  and  little  remains  visible  of  the 
greatest  military  landing  in  man's  history  of  endless  war- 
ring. What's  to  be  seen  is  mostly  in  a  superb  museum  and 
a  panoramic  cemetery.  The  cemeteiy  memorializes  with 
dignity  and  grandeur  the  event  and  the  dead,  and  moves 
one  deeply. 

Before  they  die  less  precipitously  and/ or  in  lesser  pur- 
pose, Americans  who  can  should  visit  World  War  II's 
Normandy  Beach.  Such  seeing  and  remembering  helps  a 
man's  perspective. 


COMMON  SENSE  &  SOMBRE  WARNING 


The  costly  strains  on  casualty  and  liability  insurance 
companies  continue  worsening.  Profitability  is  the  first  in- 
gredient of  corporate  viability.  If  casualty  companies  are 
not  themselves  to  become  casualties,  we  the  insured  are 
going  to  have  to  curb  our  own  greed  instead  of  constantly 
alleging  theirs. 

Mostly,  we  all  carry  casualty  and  liability  insurance  of 
assorted  sorts  to  prevent  personal  financial  wipeout  from 
fire,  fraud,  riot,  theft,  loss,  accident,  etc.  Because  premiums 
are  high,  most  of  us  tend  to  make  claims  at  the  drop  of  a 
silver  teaspoon  into  a  crevice  and/  or  garbage  grinder. 
Processing  miscellaneous  minor  claims  is  often  administra- 
tively and  clerically  as  costly  as  major  ones. 

We  carry  such  insurance  mainly,  to  protect  against 
catastrophe,  but  we  are  helping  to  soar  the  cost  by  nit- 
claiming  companies  into  unprofitability. 

Sure,  there's  much  that  able  or  abler  managements  can 
do  to  keep  insurance  companies  unbroke  and  free.  There's 


more,  though,  that  we  consumers  can  do  by  ceasing  to 
claim  the  cost  of  new  slipcovers  or  a  new  sofa  for  every 
cigarette  burn. 

Remember,  the  alternative  to  a  private  insurance  indus- 
try is  government  insurance;  and  if  you  think  we  have 
problems  now,  wait'll  you  try  making  claims  or  getting  a 
settlement  from  a  federal  insurance  agency.  It'll  have  to 
come  to  that  though,  if  private  enterprise  finally  has  to 
abandon  most  casualty  and  liability  insurance  because  of 
unprofitability. 

As  George  K.  Bernstein,  Federal  Insurance  Administra- 
tor, warned  recently:  "We  are  going  to  solve  the  insurance 
availability  problem.  We  hope  to  solve  it  in  a  way  most 
consistent  with  the  private  enterprise  system  and  state 
regulation  of  insurance.  But  to  the  extent  that  private  in- 
dustry and  the  states  refuse  to  accept  their  responsibil- 
ity, there  is  going  to  be  greater  federal  control  in  the  in- 
surance field." 
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HAS   ANYBODY  NOTICED? 


The  husband  of  the  most  famous  Martha  since  Wash- 
ington's has  figured  more  prominently  and  more  consistently 
in  all  manner  of  news  and  editorial  comment  than  any 
other  Administration  Cabinet  member.  Attorney  General 
Mitchell  is  closer  to  the  President,  more  consulted  by  him 
than  anyone  else.  From  his  sweeping,  toothsome  crime- 
fighting  legislation  to  his  Supreme  Court  picks  to  his  Cam- 
pus comments  to  his  Civil  Rights  enforcement  and  a  multi- 
ple of  things  in  between,  the  Attorney  General  has  gen- 
erated almost  as  much  condemnation  and/or  commenda- 
tion as  Spiro  Agnew. 

There  has  been  almost  no  notice,  however,  paid  to  his 


extremely  effective  fight  against  just  plain  criminals. 

As  a  result  of  his  direct  direction  and  drive,  more 
heretofore  untouchable  Family  Chieftains  of  organized  rack- 
eteering, vice  and  corruption  now  languish  in  jails  or  dangle 
by  dwindling  legal  threads  in  court  than  ever  before.  And 
before  he's  done,  at  least  some  cargo  may  even  pass 
through  Kennedy  from  consignor  to  consignee  intact. 

Nobody  seems  to  have  noticed  that  Mr.  Mitchell  is  the 
greatest  gang  buster  ever  to  have  occupied  the  Attorney 
General's  office.  While  ad  infinitum  busy  with  other  things, 
he  seems  to  have  found  time  to  take  seriously  his  duty 
as   chief   law   enforcement   officer   in   the   United   States. 


POLLUTION  FIGHT  FOOTNOTE 


Moved  by  vestiges  of  parental  poundings  on  the  virtues 
of  thrift,  I  insist  my  wife  buy  bottles  of  pop  and  mix  with 
screw  tops  whenever  available  so  that  what  isn't  drunk 
will  keep  its  fizz  till  next  time. 

This  directive  recently  ran  smack  up  against  an  ulti- 
matum from  our  concerned  15-year-old  daughter  who  de- 


mands the  banishment  of  one-trip  bottles  on  the  basis 
that  they  add  litterly  to  pollution.  Unfortunately,  it 
seems  screw-top  bottles  come  in  no  other  except  the 
No-Returns. 

Now   couldn't   bottle   makers   put   screw   tops   on    re- 
turnable bottles  of  pop  and  keep  us  both  happy? 


SPECULATORS  COOLING  IT? 

There  has  been  much  speculation  that  the  long  stock 
market  decline  had  cooled  speculators'  ardor.  While  it  may 
have  sharply  reduced  their  stacks  of  chips,  the  stock  price 
depression  hasn't  chilled  the  gamblers'  fever  one  bit.  What 
else  could  possibly  account  for  the  spectacular  gyrations  in 
the  price  of  Memorex,  for  instance? 


In  August  it  sold  as  low  as  44M  and  a  month  later 
reached  99/2,  going  up  and  down  as  much  as  a  dozen 
points  a  day.  Obviously,  neither  intrinsic  value  (whatever 
that  is),  present  profits  nor  future  prospects  justify  such 
wild  price  performance.  Only  speculative  fever  could  ex- 
plain that  sort  of  rise  'n  dive,  dive  'n  rise. 


LIKE  THE 

When  it  comes  to  hurt— financial,  mental,  physical— we 
all  tend  to  have  long  memories. 

If  Forbes  many  years  ago  referred  to  the  CEO  of  a  ma- 
jor company  as  paunchy,  for  instance,  he  will  never  forget 
it  and  never  think  kindly  of  us  despite  the  fact  that  the 
entire  article  might  have  been  a  penetrating  analysis  of  his 
brilliant  stewardship.  The  adjective  will  be  remembered 
long  alter  the  encomiums  are  forgotten.. 

As  for  financial  hurts:  I  have  never  forgotten,  nor  is  it 
likely  the  other  oldtimers  around  here  will  ever  forget,  the 


ELEPHANT 

way  Forbes'  then  principal  paper  supplier,  West  Virginia 
Pulp  &  Paper  Co.,  cut  us  off  at  the  first  moment  they  could 
legally  do  so  when  World  War  II  controls  were  first  eased. 
We  had  to  scramble  around  buying  comic-book-type  pulp 
paper  to  keep  publishing  before  the  magazine  could  estab- 
lish a  new  source  of  supply  in  those  extremely  paper-tight 
days. 

Shakespeare  says  that  the  good  that  men  do  is  ott  in- 
terred with  their  bones,  the  evil  lives  on.  I'm  inclined  to 
agree. 


In  one  of  the  best  stitched,  liveliest,  impertinently  per- 
tinent magazines  in  the  country,  New  York  Magazine, 
Mary  Ann  Madden  runs  a  weekly  competition  unmatched 


MIS-STITCHED   SAMPLERS 

for  witty  hilarity.  One  recent  contest  invited  readers  to 
submit  examples  of  mis-stitched  samplers  altered  in  mean- 
ing by  the  substitution  of  a  single  letter.  Some  of  them: 


Parking  is  such  sweet  sorrow. 

Nobody  knows  the  trouble  1  ve  been. 

You  shall  know  the  truth  and  the  truth  shall  make  you 

flee. 
\\  e  have  pet  the  enenn  and  he  is  ours. 
Beware  the  ices  ol  \laieh. 
Practice  makes  perfeek. 
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A  friend  in  need  is  a  friend  in  need. 

It  is  better  to  light  one  candle  than  to  stumble  in  the 

park. 
It's  a  sin  so  tell  a  lie. 
In   the   spring   a   young   man's   fancy   nightly   turns   to 

thoughts  of  love. 
It  is  more  blessed  to  give  then  receive. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


1.  Our  two-minute-reading- 
time  tour  begins  in  Alexandria. 

■  The  funny,  skinny  "Founder" 
Houses  you  see  here  were 
originally  built  as  tax  dodges. 
But  that  was  a  long  time  ago. 
Teday,  Virginia  taxes  are  40% 
below  the  national  average. 

2.  Around  Arlington,  you'll 
be  right  on  Uncle  Sam's  doorstep. 
You'll  be  close  to  government 
experts,  great  libraries  and 
research  centers. 

3.  As  you  tour  Reston,  the 
planned  community  of  the  future, 
think  about  your  markets  of  the 


present.  If  your  business  is  like 
most  others — some  60%  of  your 
major  markets  are  within 
overnight  shipping  distances  of 
this  place. 

4.  At  this  point,  you  will 
visit  one  of  the  most  beautiful 
airports  in  the  world.  Dulles 
International.  If  you  do  business 
beyond  the  domain  of  Uncle  Sam, 
this  airport  can  save  you  that  big 
detour  through  New  York. 

5,  6,  7,  8.  The  names  read 
like  a  train  announcement: 


LEESBURG 


Leesburg,  Warrenton,  Woodbridge 
and  Manassas,  where  Stonewall 
Jackson  got  his  name.  But  the 
story  here  isn't  just  transportation. 
In  this  part  of  the  country,  you 
enjoy  reasonable  construction 
costs  and  a  work  force  determined 
to  get  things  done.  You're  away 
from  the  problems,  but  not  the 
markets. 

9.  In  the  air  now,  you  get  a 
view  of  Fredericksburg  sites  that 
former  visitors  (such  as 
Washington,  Lafayette,  Marshall 
and  John  Paul  Jones)  were  never 
able  to  enjoy. 


10.  Then  you  fly  along  the 
Rappahannock  and  the  Potomac. 
And  learn  that  there  are  still 
water  front  sites  available  here. 
You  can  also  learn  something 
else.  When  you  call 
(703)  771-3767  for  site  or  tour 
information,  you  get  it.  That's 
the  number  of  J.  Randolph 
Perrow,  Manager,  Area 
Development,  Virginia  Electric 
and  Power  Company,  Richmond, 
Virginia  23209-  And  he  does 
everything  he  can  to  help  you 
find  a  plant  site  here.  Where 
things  are  inexpensive  but  not 
too  far  from  your  markets. 


CHANTILLY  ¥* 


WARRENTON 


TAPPAHANNOCK 


TburVfepco's  NorthernVirginia  in  two-minutes. 
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To  take  care  of  your  wagon  50  years  ago, 
all  you  needed  was  oats  for  your  dorse  ana  a  hammer  and  nails. 

But  today  if  your  wagon  breaks  down,  you  have  to  open  a  repair  shop 
hire  a  couple  dozen  men,  and  shell  out  about  50  grand. 

Its  called  progress. 


Today,  businessmen  get  a  tear  in 
their  eye  when  you  talk  about  horses 
and  wagons  and  hammers  and  nails. 

"Ah,  the  good  old  days,"  they  say. 

Today,  businessmen  get  a  tear  in 
their  eye  followed  by  a  pain  in  their 
stomach  when  you  talk  about  money,  too. 

"Ah,  the  good  old  days,"  they  say 
again,  a  little  more  emotionally  this  time. 

Well,  the  good  old  days  are  over. 

You  can't  repair  your  wagon  for 
the  price  of  hammers  and  nails  anymore. 

After  you  buy  your  equipment,  it 
can  cost  you  a  bundle  to  take  care  of  it. 

But  today,  at  last,  businessmen 
are  beginning  to  get  the  idea  {hat  there's 
a  better,  easier  way  than  buying  all 
their  equipment.  (This  year,  more  than 
10  billion  dollars  worth  of  equipment 


will  be  leased  by  American  business.) 

This  isn't  any  mystery  to  us. 

After  all,  our  Transportation 
division  has  been  leasing  tank  cars  to 
American  business  for  years. 

(It's  not  just  chance  that  three- 
fourths  of  our  new  tank  car  production 
goes  into  our  lease  fleet.) 

Yet  some  businessmen  still  insist 
on  buying. 

Maybe  they  don't  know  that  if 
they  sign  the  lease,  they  sign  away  their 
service  and  maintenance  problems. 
It  would  take  them  millions  of  dollars 
and  years  of  experience  to  match  our 
service  and  repair  shops. 

Or  that  if  they  sign  the  lease,  they 
never  have  to  worry  about  selling  the  car 
when  they're  through  with  it.  That      f*NT\f 


becomes  our  problem. 

Or  that  if  they  sign  the  lease,  th 
car  is  theirs  for  the  life  of  the  lease, 
not  the  life  of  the  car.  That  way,  as 
innovations  come  along,  they're  in  a 
better  position  to  modernize  their  whole 
operation  with  new  equipment. 

What's  more,  when  they  work  with 
us,  they  can  call  upon  any  of  our  other 
divisions  for  assistance  on  any  job. 

It  can  be  for  research.  Or  storage. 
Or  packaging.  Or  even  banking. 

So  now,  perhaps  businessmen  who  i 
have  been  led  astray  in  the  past  will 
learn  the  folly  of  their  ways. 

Because  if  they  buy  everything 
today,  they  could  end  Sup  with  nothing 
tomorrow. 

And  that  isn't  progress. 


General  Arnerican  Transportation  Corporation  Chicago,  Illinois  tioSBU  s 
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Forbes 


Paper 
Empire? 

A  couple  of  Kansas  City 

accountants  have  built 

into  $350  million 

in  market  value 

a  business  based 

almost  entirely 

of  paper  work. 


Rarely  has  so  much  been  built  upon 
so  little:  Here's  H&R  Block,  Inc.  with 
no  plants,  no  ownership  of  natural 
resources,  no  patents,  few  proprietary 
products  and  with  total  equity  capital 
recently  of  less  than  S 12  million.  Yet 
its  stock  early  this  month  had  a  total 
value  of  about  $350  million.  At  55 
times  fiscal  1970  earnings,  30  times 
book  value,  H&R  block  is  one  of  the 
most  richly  priced  big  Board  stocks. 

This  little  company  (fiscal  1970 
revenues  about  $53  million)  current- 
1\  has  a  market  value  comparable  to 
such  big,  asset-rich  and  well-managed 
U.S.  companies  as  UAL,  Inc.  and  Ana- 
conda. In  effect,  investors  are  putting 
a  price  of  a  third  of  a  billion  dollars 
on  the  company's  goodwill,  on  its 
prospects. 

What's    behind    all    this    optimism? 

H&R  Block,  of  course,  are  "the  in- 
come tax  people."  Last  year,  they  pre- 
pared returns  for  nearly  7  million  peo- 
ple, few  of  them  with  income  much 
over  $15,000.  Behind  well  over  4,000 
spartan  storefronts  across  the  U.S., 
they  offer  to  prepare  people's  income 
tax  forms  for  fees  ranging  from  $5  up- 
wards. Mostly  they  prepare  small  re- 
turns; the  average  fee  is  $11.75.  At 
income  tax  time  there  is  a  high-pow- 
ered advertising  campaign. 

H&R  Block  are  real  people,  brothers 
Richard  Bloch  (they  changed  the  fi- 
nal "h"  to  "k"  because  it  looked  sim- 
pler) ,  44,  and  Henry,  48.  From  a  small 
Kansas  City,  Mo.  bookkeeping  firm  do- 


ing $20,000  in  yearly  business  in  1955, 
H&R  Block  has  become  the  nation's 
largest  tax  service,  preparing  almost 
10%  of  the  tax  forms  in  the  U.S. 

The  way  H&R  Block  has  evolved  is 
simplicity  itself:  no  expensive  loca- 
tions, no  elaborate  decor  or  equipment. 
Just  kitchen-style  formica  tables  and 
chairs— in  space  usually  leased  for  only 
four-month  periods.  Some  of  the  of- 
fices, about  52%,  recently  were  com- 
pany-owned, the  rest  franchised. 

Plant  and  equipment?  Headquar- 
ters are  in  a  small,  two-story  cinder- 
block  building  in  Kansas  City,  where 
the  chief  decorations  are  big  blowups 
of  founders  Henry  and  Richard.  Says 
Henry  Bloch:  "We  don't  have  more 
than  $2  million  invested  in  buildings 
and  materials,  and  this  won't  be  much 
different  when  we're  doing  50%  of  the 
nation's  tax  returns." 

C/ose  fo  the  High 

It's  talk  like  this— about  low  capital 
needs  and  an  unbounded  market- 
that  may  have  helped  to  make  H&R 
Block  one  of  the  hottest  stocks  on  the 
market;  to  keep  it  near  its  all-time 
high  in  spite  of  one  of  the  roughest 
bear  markets  on  record;  to  run  the 
stock  from  well  under  $1  on  the  cur- 
rent shares  to  today's  60-plus;  to  cre- 
ate for  the  Bloch  family  a  fortune 
worth    over    $150    million    on    paper. 

The  question  is:  Is  the  optimism— 
$350  million  worth  of  it— justified? 

Mavbe  not. 


Competition,  high-powered  com- 
petition, is  springing  up.  For  what  the 
Blochs  have  discovered,  others  know, 
too.  Peter  Sammon,  who  was  instru- 
mental in  setting  up  the  Chase  Man- 
hattan Bank's  Tax  Service  and  is  now 
at  Irving  Trust,  says:  "You  can't  knock 
success,  and  my  impression  is  that  the 
Blochs  have  a  pretty  good  product. 
But  they  may  have  reached  their  peak. 
My  impression  is  that  they're  spread 
about  as  thin  as  they  can  get." 

It  used  to  be  true,  as  Henry  Bloch 
liked  to  say,  that  "the  company's  great- 
est competition  was  the  individual  do- 
ing his  taxes."  Now  such  giants  as 
Sears,  Roebuck  and  Montgomery 
Ward  and  many  banks  across  the 
country  are  entering  the  field  mainly 
with  computers— whereas  the  Block 
offices  still  work  by  hand. 

The  convenient  locations  of  the  big 
retailers  and  the  big  banks  will  make 
for  serious  competition.  And  faced 
with  this  electronic  competition,  the 
Block  offices  may  be  unable  to  pass 
on  rising  costs  to  the  extent  they  did 
in  the  1970  fiscal  year  when  a  price 
increase  of  approximately  10%  appar- 
ently accounted  for  the  bulk  of  the 
company's  earnings  gains. 

A  Block  officer  has  said  that  the 
company  isn't  worried  by  computer- 
ized competition.  The  theory  appar- 
ently is  that  small  returns  can  be 
handled  more  efficiently  by  hand.  An- 
other factor  may  be  that  most  Block 
customers  are  "little"  people  who  may 
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be  afraid  of  banks  and  big  companies 
and  reassured  by  the  bare  Block  of- 
fices—not to  mention  the  free  coffee. 

But  to  the  extent  that  this  is  true, 
the  human  touch  is  no  Block  monop- 
oly. Some  of  the  roughest  competi- 
tion comes  from  ex-Block  franchisers 
and  city  managers  now  on  their  own. 
EBS  Tax  Service  of  St.  Petersburg, 
Fla.  recently  had  over  200  storefronts, 
and  all  its  key  personnel  were  ex- 
Block  men.  Income  Tax  Savers  of 
Long  Island,  which  recently  had  about 
22  offices,  is  a  Block  franchise  that 
split  off  when  contract  renewals  came 
up.  In  the  tax  business,  most  clients 
probably  will  go  back  to  where  their 
taxes  were  prepared  in  the  first  place. 
David  Grutman  of  Income  Tax  Savers 
put  up  new  signs  and  he  was  in  busi- 
ness. Irving  Trust's  Sammon  predicts: 
"You'll  see  more  and  more  of  these 
split-offs  in  the  next  few  years  as  other 
contracts  come  up  for  renewal." 

In  fact,  a  major  Block  weakness  may 
be  in  its  franchise  contracts.  In  the 
early  days,  the  brothers  Bloch  ap- 
parently did  not  know  what  a  good 
thing  they  had.  To  expand  faster,  they 
gave  to  a  number  of  individuals  the 
right  to  franchise  or  operate  regional 
Block  offices  in  some  very  rich  ter- 
ritories. They  did  so  under  very  gen- 
erous terms  that  did  not  yield  much 
money  for  the  Block  firm.  In  the  early 
days,  Henry  Bloch  says,  franchise  roy- 
alties came  to  only  about  2%  of  the 
franchise  holders'  gross  revenues. 

Some  of  the  contracts  were  virtual- 
ly irrevocable.  But  in  other  cases,  in- 
dividuals had  the  use  of  the  Block 
name  under  employment  contracts  re- 
vocable after  two  years.  These  individ- 
uals were  called  city  or  regional  man- 
agers rather  than  franchisees. 

In  1967,  apparently  deciding  that 
it  had  been  overgenerous,  the  com- 
pany decided  to  cut  back  the  city  and 
regional  managers'  take.  Many  of  the 
two-year  contracts  came  up  for  re- 
newal in  December  1967— just  ahead 
of  the  fat  tax  season.  H&R  Block  told 
holders  of  expiring  contracts  that  they 
would  have  to  accept  new  contracts 
ply  cutting  their  share.  Either  that 
or  lose  their  territories.  Most  of  the 
manage  rs  capitulated. 

But  others  fought  back,  and  a  num- 
ber of  lawsuits  ensued— both  from 
former  managers  and  from  franchisees. 
Some  ol  the  suits  involved  alleged  vio- 
lations of  the  Sherman  Antitrust  Act; 
others  involved  alleged  illegal  termina- 
tion of  contracts.  Last  May  a  Cali- 
fornia jury  awarded  S2.2  millio 
damages  to  John  C.  Jarrell,  a  former 
San  Diego  city  manager.  Another  iisc 
was    settled    when    Block    bought    the 

franchise,  but  others  charging  dam- 
ages running  into  millions  ol  dollars 
.uc  still  pending. 


If  Block  ultimately  loses  a  good 
many  of  these  suits,  the  results  could 
be  serious  for  a  company  with  earn- 
ings of  $6  million  and  net  assets  of 
only  $12  million.  Block's  accountants, 
Touche  Ross  &  Co.,  found  these  suits 
so  serious  they  gave  a  qualified  opin- 
ion in  the  1970  annual  report— "sub- 
ject to  any  liabilities  which  may  result 
from  the  litigation  referred  to.  .  .  ." 

There  are  still  a  number  of  individ- 
uals in  Oklahoma  and  Arkansas,  for 
example,  who  still  hold  franchises  un- 
der very  generous  terms,  but  others 
are  paying  quite  a  stiff  price.  A  recent 
H&R  Block  prospectus  reveals  that  a 


Henry  Bloch  and  his  brother 
each  get  only  $36,000  in 
salary.  But  every  dollar  they 
leave  in  the  company  is 
capitalized  by  the  market 
as  $60— and  the  brothers 
own    almost    half    the    stock. 


group  of  large  franchise  holders  did 
nearly  $20  million  in  volume  but  paid 
only  $1  million  in  royalties  last  year; 
smaller  holders  doing  only  $15  million 
paid  $4  million  in  royalties. 

How  can  these  smaller  franchise 
holders  afford  to  pay  so  much?  Most 
of  these  are  so-called  satellite  fran- 
chises. They  are  located  in  small 
towns,  mostly  in  the  offices  of  local 
lawyers  or  insurance  brokers  or  real 
estate  dealers.  To  them  Block  fur- 
nishes only  a  manual  of  procedure  and 
ighl  to  display  the  H&R  Block 
sign.  For  this  right,  the  satellites  pay 
Block  as  high  as  50'r'  of  their  gross  on 


the  first  $5,000  and  30%  on  anything 
above  that. 

But  for  how  long  can  Block  count' 
on  such  high  terms  from  one  group  of 
franchisees?  It  could  well  be  that 
many,  of  them  will  cut  the  Block  con- 
nection at  the  end  of  one  year  but" 
keep  the  business  that  has  been  built 
up.  Thus  some  of  the  satellite  royalty 
fees  may  be  one-shot  affairs. 

Moreover,  there  are  some  other 
very  hard  questions  to  be  asked  about 
Block's  future  profits.  Because  of  the 
high  labor  content  in  Block's  expenses, 
there  doesn't  seem  to  be  much  favor- 
able leverage  as  volume  goes  up;  in 
recent  years,  overall  costs  have  risen 
at  least  as  fast  as  volume.  As  compe- 
tition for  sites,  business  and  person- 
nel increases,  the  leverage  might  well 
work  in  reverse. 

Financial  figures  aside,  yet  another 
difficulty  is  that  of  getting  and  train- 
ing experienced  personnel.  Obviously 
this  is  a  problem  when  you're  training 
40,000  people  for  a  seasonal  business. 
In  time  this  could  affect  the  quality  of 
Block's  service. 

Diversification?  It's  small  at  best. 
Other  revenues,  from  items  like  tax 
work-books,  were  just  $3  million. 

Come  what  may,  the  brothers 
Bloch  and  their  families  should  never 
have  financial  worries  again.  In  1968 
they  sold  over  515,000  shares  of  their 
stock,  for  $18  million;  the  company, 
of  course,  got  none  of  the  money. 

Now,  with  Eastman,  Dillon,  Union 
Securities  &  Co.  heading  the  offering 
group,  the  brokers  and  a  few  others 
are  planning  to  sell  another  600,000  of 
their  own  shares,  about  10%  of  the 
company.  This  time  the  proceeds  will 
amount  to  about  $35  million. 

Were  this  a  stock  offering  by  the 
company,  rather  than  by  stockholders, 
at  least  it  could  be  said  that  the  com- 
pany's current  fame  and  prosperity 
were  serving  to  bolster  the  company 
against  possible  future  adversity.  But 
that  is  not  the  case. 

By  giving  it  a  paper  value  of  $350 
million,  the  market  is  betting  that  the 
profits  of  the  Block  company  will  con- 
tinue to  grow  at  a  dizzy  rate  for  a 
long  time.  After  all,  to  justify  a  price 
of  $60-plus  a  share,  a  company  should 
hold  promise  of  earning  $5  or  so  a 
share  one  day— $30  million  or  so  a 
year.  But  are  the  prospects  that  good 
for  this  relatively  narrow  business, 
which  has  yet  to  prove  that  it  can 
diversify  successfully? 

Of  course,  nobody  knows  the  an- 
swer, but  it's  not  reassuring  to  recall 
what  has  happened  to  a  good  many 
other  hot  little  companies  that  went 
public.  In  more  cases  than  the  invest- 
ment community  likes  to  remember, 
the  public  was  invited  in  just  around 
the  time  the  company  was  peaking.   ■ 
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Age  of  Reason 


The  North  Sea  oil  discoveries  show  promise— not  wild 
promise,  but  good  promise.  Maybe  that's  all  to  the  good. 


It  may  be  that  the  madness  of 
crowds  that  characterized  the  invest- 
ment picture  in  the  last  decade  is  not 
going  to  prevail  in  the  1970s.  Or  it 
may  just  be  a  case  of  once  burnt, 
twice  shy.  But  whatever  the  cause, 
the  new  oil  discoveries  in  the  North 
Sea  have  not  evoked  anything  like  the 
speculation  in  stock  prices  or  the  talk 
about  global  significance  that  greeted 
the  Alaskan  North  Slope  oil  finds  two 
years  ago. 

Then,  the  American-Canadian  Arc- 
tic was  said  to  hold  the  key  to  the  pe- 
troleum future.  As  a  result,  some  ob- 
servers kept  saying,  the  contentious 
Middle  Eastern  oil  states  had  better 
tailor  their  demands  accordingly.  The 
stock  of  Atlantic  Richfield,  a  chief 
beneficiary  of  the  North  Slope  discov- 
ery, shot  up  170'?,  and  British  Pe- 
troleum's rise  was  even  more  dramatic. 
(Both  stocks  by  now  have  come  all 
the  way  down  again.) 

The  North  Sea,  where  discoveries 
have  been  reported  since  the  begin- 
ning of  summer,  has  been  different. 
Five  good  discovery  wells  have  been 
announced,  including  one  that  led  to 
an  oil  field  holding  perhaps  2  billion 
barrels  with  production  commencing 
next  spring.  The  outlook  is  good  for 
more  successes  in  the  sea  between 
Northern  Europe  and  Scotland.  Yet 
the  reaction  by  oil  people  and  by  in- 
vestors has  been,  on  the  whole,  con- 
spicuously calm  and  reasoned. 

To  be  sure,  there  was  a  mild  flurry 
of  exaggeration  when  Phillips  Petro- 
leum announced  in  June  that  its  Eko- 
fisk  discovery  in  the  Norwegian  sector 
of  the  North  Sea  was  in  fact  a  "giant" 
oil  field.  "Giant"  to  Phillips  means  bet- 
ter than  1  billion  barrels  of  reserves, 
but  a  spokesman  for  Belgium's  Petro- 
fina.  one  of  Phillips'  partners  in  the 
discovery,  was  quoted  immediately  as 
saying  that  Ekofisk  held  over  7  billion 
barrels  and  that  the  North  Sea  "may 
profoundly  change  traditional  supply 
patterns"  to  Europe— Libyan  and  Per- 
sian Gulf  papers  please  copy. 

Well,  Phillips  stock  rose  some  40% 
but  has  settled  down  at  around  $29  a 
share,  well  below  its  historic  high  of 
$38  reached  in  1968.  And  the  chang- 
ing of  traditional  supply  patterns  was 
quickly  discounted  by  the  recogni- 
tion that  Europe,  including  Britain, 
now  consumes  over  4  billion  barrels  of 
oil  a  year  and  will  be  consuming  more 
than  8  billion  by  1980.  Even  if  the 
most  wildly  optimistic  10-billion-  to 
15-billion-barrel  estimates  about  the 
North    Sea    oil    deposits    were    true— 


Cruel  Sea.  The  North  Sea  is 
no  lake,  as  oil  drillers  know. 
But  with  markets  for  its  oil 
so  near,  high  winds  or  rough 
seas  won't  stop  development. 


which  is,  incidentally,  about  the  size 
of  present  North  Slope  estimates— Eu- 
rope would  have  precious  little  extra 
bargaining  power  with  its  North  Af- 
rican and  Middle  Eastern  suppliers. 

Right  Stuff,  Right  Place 

But  if  the  skeptical  approach  is 
healthy,  to  dismiss  the  importance  of 
the  North  Sea  finds  would  be  foolish. 
The  most  obvious  fact  about  North  Sea 


oil  is  that  it  is  within  a  few  hundred 
miles  at  most  of  major  markets  in 
Britain,  Holland  and  North  Germany. 
Other  advantages  of  the  oil  found  to 
date  is  that  it  is  extremely  low  in  sul- 
phur and  so  nonpolluting,  and  very 
high  in  quality  and  so  capable  of 
yielding  good  profit.  And  its  develop- 
ment will  be  brought  about  quickly  in 
politically  stable,  oil-hungry  Europe. 

Phillips  plans  to  begin  production 
from  Ekofisk  next  spring  at  40,000 
barrels  a  day,  with  increases  to 
300,000  barrels  daily  by  late  1973. 
Phillips'  share  in  that  production  will 
go  far  in  making  the  Oklahoma-based 
company  sufficient  in  crude  oil,  solv- 
ing a  chronic  problem;  and  that  does 
not  count  the  company's  discoveries  in 
two  other  North  Sea  locations  as  well. 

Standard  Oil  of  Indiana's  Amoco 
International  subsidiary  leads  a  group 
that  has  discovered  oil  on  another 
Norwegian  sector  formation  called 
Torfelt.  One  test  on  Torfelt  has  shown 
great  promise.  Amoco  will  drill  fur- 
ther to  see  if  Torfelt,  which  is  only  six 
miles  from  the  Phillips  field,  lives  up  to 
the  1.6-billion-barrel  size  the  Oslo 
rumors  have  assigned  to  it.  Indiana 
Standard's  group— which  includes  Tex- 
as Eastern  Transmission  and  Amerada 
Hess— also  has  had  shows  of  oil  in  the 
British  sector  of  the  North  Sea.  Ten- 
neco,  drilling  on  behalf  of  itself  and 
partners,  has  hit  a  good  discovery  well 
in  the  sea  off  Holland,  and  Jersey 
Standard  is  doing  more  drilling  to  see 
if  its  discovery  well  off  northern  Nor- 
way indicates  a  large  field. 

Eive  years  ago  the  North  Sea  was 
as  hot  an  area  for  Wall  Street  as  it 
was  for  the  drilling  rigs.  The  discovery 
of  gas  beneath  the  sea  off  England 
conjured  up  all  kinds  of  visions  that 
North  Sea  gas  was  going  to  remake 
the  energy  markets  of  Europe.  It 
hasn't.  No  such  cosmic  purpose  is 
claimed  for  North  Sea  oil.  But  it  should 
not  be  overlooked  that  Europe's  pe- 
troleum markets— both  for  fuel  and 
petrochemical  feedstock— are  growing 
some  10%  a  year.  The  growth  guaran- 
tees both  a  ready  market  for  the  North 
Sea  oil  and  a  good  profit  that  some 
astute  analysts  put  at  75  cents  a  bar- 
rel vs.  perhaps  $1  for  U.S.  oil  and, 
under  its  new  tax  laws,  roughly  30 
cents  for  Libyan. 

Many  of  the  ballyhooed  wonders  of 
the  1960s,  such  as  Alaska's  North 
Slope,  are  turning  out  to  have  been 
less  than  earth  shattering.  The  North 
Sea  has  no  such  glamour,  but  it  prom- 
ises a  better  return.   ■ 
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International  Marriage 

Not  true  love  but  the  American  Challenge 
explains  the  pending  merger  of  Italy's 
big   rubber    company    with    Britain's. 


Pitting  together  a  big,  proud  Brit- 
ish company  with  a  big,  proud  Italian 
company  is  not  easy.  It  sounds  like 
one  of  the  least  likely  events  in  the 
world.  But  that's  what's  happening 
in  the  tire  business  in  response  to  the 
growing  strength  of  U.S.  corporations 
in  the  European  market. 

Before  the  year  is  out,  in  fact, 
Britain's  leading  tire  company— the 
Dunlop  Co.,  Ltd.,  and  its  counterpart 
in  Italy,  Pirelli,  S.p.A.— will  leap  across 
national  boundries  to  create  Europe's 
largest  tire  manufacturing  combine, 
the  equal  of  Firestone  ($2.3  billion 
sales)  and  a  strong  second  only  to 
Goodyear  ($3.2  billion).  Moreover, 
they  have  done  so  by  a  method  so 
novel  and  ingenious  as  to  provide  a 
pattern  for  other  European  companies 
in  their  efforts  to  resist  the  American 
juggernaut.  "The  automotive  industry 
and  its  component  industries  compete 
on  a  worldwide  scale,"  says  Sir  Reay 
(pronounced  Ray)  Geddes.  "This 
merger  will  make  us  fully  able  to  meet 
competition  all  over  the  world." 

The  American  Challenge  has  been 
particularly  intense  in  the  tire  indus- 
try. The  U.S.  tire  companies  went 
abroad  decades  ago— even  long  before 
the  U.S.  automakers— and  depend  on 
Europe  for  a  healthy  share  of  their 
business— 31%  for  Goodyear,  25%  for 
Firestone.  This  has  created  problems 
not  only  for  Dunlop  and  Pirelli  but 
also  for  Michelin  and  other  Euro- 
pean tiremakers.  In  Italy,  for  instance, 
Goodyear,   Firestone   and   other    U.S. 


companies  are  believed  to  have  gained 
between  15%  and  20%  of  the  market, 
quite  a  slice  for  Pirelli  and  its  major 
Italian  competitor,  Ceat,  to  give  up. 
And  the  U.S.  companies  have  been 
growing  equally  menacing  elsewhere. 

Long  the  friendliest  of  competitors, 
Dunlop  and  Pirelli  neatly  complement 
each  other.  Dunlop  is  primarily  a 
manufacturer  of  conventional  cross- 
ply  tires;  Pirelli  concentrates  on  ra- 
dials.  In  Europe,  Dunlop  has  perhaps 
18%  of  the  market,  Pirelli  12%,  as 
against  12%  for  Michelin,  the  next 
largest  competitor.  In  Europe,  Pirel- 
li crosses  Dunlop's  path  only  in  West 
Germany:  Elsewhere,  where  Dunlop 
is  active,  Pirelli  stays  out;  where  Pi- 
relli is  active,  Dunlop  stays  out.  Out- 
side of  Europe,  Pirelli  is  active  mostly 
in  Latin  America,  Dunlop  in  the  Com- 
monwealth and  North  America. 

The  two  companies  have  even  di- 
versified into  different  areas— Dunlop 
into  sporting  goods  and  precision-en- 
gineering products,  Pirelli  into  paper, 
electronics  and  cables. 

Eventually,  of  course,  both  mar- 
keting organizations  will  work  as  one, 
with  Dunlop  pushing  Pirelli  products 
where  Dunlop  is  strong,  and  Pirelli 
pushing  Dunlop  products  elsewhere. 

The  greatest  benefits  should  come 
from  a  pooling  of  research  and  devel- 
opment, however.  Explains  J.  Camp- 
bell Fraser,  a  Dunlop  director:  "In  the 
Seventies  and  Eighties,  competition 
will  be  more  and  more  in  terms  of 
innovations.   In  the  U.K.   we  have  a 


home  base  of  about  55  million  peo- 
ple. That  isn't  big  enough  for  the  kind 
of  R&D  we'll  need.  Pirelli  has  an  even 
smaller  home  base,  about  45  million. 
By  merging,  we'll  have  a  home  base 
of  100  million,  enough  for  the  kind  of 
R&D  we'll  need  around  the  world." 

Adds  Roy  Marsh,  group  marketing 
controller:  "In  recent  years,  there 
have  been  more  changes  in  tires  than 
in  cars,  and  they're  coming  faster  and 
faster."  Each  change  has  also  been 
more  expensive,  and  the  merged  com- 
pany will  be  able  to  share  costs,  know- 
how  and  a  greatly  enlarged  pool  of 
scientists,  engineers  and  technicians. 

As  it  is,  that  pool  is  one  of  the  most 
capable  in  the  world.  Michelin  may 
have  invented  the  radial  tire,  for  in- 


The  Electrogas  Builders 

Utilities  see  substantial  profit  opportuni- 
ties for  themselves  in  real  estate— provided 
they  can  convince  the  SEC  that  it's  legal. 


A  month  or  so  ago  Texas  Eastern 
Transmission  announced  a  $1.5-billion 
plan  to  redevelop  74  acres  of  down- 
town Houston.  Tex.  over  a  15-to-20 
year  period.  That  same  week  in  Wash- 
ington, tlic  Securities  &  Exchange 
Commission  turned  down  an  applica- 
tion from  American  Electric  Power  to 
start  a  S2-inillion  housing  venture. 

That  the  two  events  were  simul- 
taneous underlines  the  current  contu- 
sion over  whether  utilities  can  or  can 
not  diversify  into  the  real  estate  busi- 
ness. A  lew  are  already  in  it.  More  are 
waiting  to  jump  in  if  the  regulatory 


picture  clears  up.  At  stake  are  two 
things:  a  profitable  sideline  for  the 
utilities,  and  the  potential  of  generat- 
ing billions  of  dollars  for  new  housing 
and  urban  renewal. 

The  problem  right  now  is  the  Pub- 
lic Utility  Holding  Company  Act.  A 
generation  ago,  the  Government 
clamped  down  on  the  utility  holding 
company  pyramids  that  had  been  the 
stock  swindles  of  their  day.  Nobody 
wants  to  go  back  to  those  (lavs.  Says 
Donald  ('.  Cook,  president  of  Ameri- 
can Electric  Power:  "We'd  never 
think  oi  getting  into  the  brassiere  busi- 


ness. But  housing  development  makes 
a  lot  of  sense.  That's  why  this  SEC 
ruling  is  not  the  end  of  it." 

Meanwhile,  the  law  is  a  jumble  of 
contradictions.  Texas  Eastern  Trans- 
mission, for  example,  is  a  pipeline 
company,  and  pipeline  operators  don't 
come  under  the  law.  TE  was  free  to 
diversify  like  El  Paso  Natural  Gas  and 
Tenneco  before  it— and  it  did. 

Niagara  Mohawk  Power,  as  an  in- 
trastate utility,  doesn't  come  under  the 
law  either.  NMP  built  three  urban  re- 
newal projects  in  upstate  New  York 
cities  in  the  past  three  years. 

But  AEP  (an  eight-utility  holding 
company),  Mississippi  Power  &  Light 
(a  subsidiary  of  Middle  South  Util- 
ities) and  Michigan  Consolidated  Gas 
(a  subsidiary  of  American  Natural 
Gas)  all  come  under  the  law,  so  they 
all  got  adverse  rulings  from  the  SEC. 
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stance,  but  it  was  Pirelli  that  discov- 
ered a  way  of  making  such  a  tire  on 
a  textile  rather  than  on  a  steel  base. 

Nobody  expects  the  merger  to  come 
easily.  After  all,  it's  difficult  enough  to 
'merge  two  SI -billion  U.S.  companies, 
where  everyone  shares  the  same  lan- 
guage, the  same  background  and  edu- 
cation, the  same  tax  and  labor  climate. 
Indicative  of  the  problem:  The  ac- 
counting methods  in  the  U.K.  and 
Italy  are  so  different  that  as  recently 
as  last  month  Fraser  was  unable  to 
say  which  company  is  the  bigger  mon- 
eymaker, though  according  to  one  cal- 
culation, Dunlop  earned  S26.4  million 
in  1969,  Pirelli  only  S8.9  million.  More 
important,  by  history  and  tradition 
Dunlop  and  Pirelli  are  radically  dif- 
ferent companies.  Dunlop  is  widely 
held  and  management  controlled.  Pi- 
relli is  dominated  by  the  Pirelli  family. 

On  the  other  hand,  there  is  that 
great  mutuality  of  interest,  plus  the 
fact  that  Dunlop's  Chairman  Sir  Reay 
Geddes  and  Pirelli's  President  Leo- 
poldo  Pirelli  have  long  been  personal 
friends.  Which  is  how  the  merger  came 
about  in  the  first  place.  For  years  the 
two  men  talked  idly  about  the  possi- 
bility of  getting  together,  and  last 
year  decided  to  appoint  a  committee 
to  look  into  the  matter  seriously.  "In 
March  of  last  year,"  says  Fraser,  "the 
committee  members  concluded  that  a 
merger  was  possible.  Our  companies 
were  complementary.  We  personally 
were  compatible.  We  had  the  same 
ideas  about  where  we  were  going.  We 
both  were  solidly  based  in  our  respec- 
tive countries.  And  we  both  were 
about  the  same  size." 

Dunlop  in  1969  had  sales  of  $1.2 
billion,  Pirelli  of  $1.1  billion;  Dunlop 
had  assets  of  $977.5  million,  Pirelli  of 
SI. 2  billion.  Had  this  rough  similarity 


not  existed,  the  chances  are  that  either 
the  British  government  or  the  Italian 
government  would  have  scotched  the 
deal.  The  Italian  government  almost 
certainly  would  not  have  stood  for 
Pirelli  coming  under  British  domina- 
tion, any  more  than  the  British  govern- 
ment would  have  liked  the  notion  of 
Dunlop  becoming  an  Italian  company. 
As  it  is,  Dunlop-Pirelli  will  be  a  part- 
nership of  equals.  Dunlop  is  not  taking 
over  Pirelli.  Pirelli  is  not  taking  over 
Dunlop.  There  will  not  even  be  any 
exchange  of  public  shares.  Instead, 
each  will  acquire  an  interest  in  the 
other's  operating  subsidiaries.  The 
British  and  Italian  companies  will  op- 
erate on  their  own.  Essentially  what 
they  have  done  is  create  an  organiza- 
tion with  four  legs  and  one  head— 
and  the  legs  are  twisted  around  each 
other.  (Pirelli  already  had  two  legs: 
Pirelli  Milan  and  Pirelli  Switzerland.) 
There  will  be: 


1)  Dunlop  Home,  containing  Dun- 
lop's  activities  in  the  U.K.  and  Eu- 
rope. Dunlop  will  hold  51%,  Pirelli  49%. 

2)  Dunlop  International,  which  will 
be  in  charge  of  Dunlop 's  activities  in 
the  rest  of  the  world.  It  will  be  Dun- 
lop 60%,  Pirelli  Milan  20%,  Pirelli 
Switzerland  20%. 

3)  Pirelli  Milan,  looking  after  Pirelli 
operations  in  the  Common  Market: 
Pirelli  Milan  51%,  Dunlop  49%. 

4)  Pirelli  Switzerland,  for  all  other 
Pirelli  operations:  Dunlop  40%,  Pirelli 
Milan  20%,  Pirelli  Switzerland  40%. 

Above  this  will  be  a  committee 
which  gradually  will  weld  the  com- 
bine into  a  coordinated  operating  unit. 

Will  it  work?  Will  it  prosper? 

At  least  two  such  arrangements 
have  done  so  before. 

There's  a  $3.6-billion  British-Dutch 
food  company  called  Unilever. 

And  a  $15.4-billion  British-Dutch 
oil   company:    Royal   Dutch/ Shell.    ■ 


-Keeping  the  Pace 


On  what  was  once  152  acres  of 
cotton  land  near  Huntsville,  Ala., 
Dunlop  recently  completed,  at  a 
cost  of  $23  million,  what  it  believes 
is  the  most  efficient  tire  plant  in  the 
world.  There,  only  475  workers  can 
turn  out  10,000  tires  a  day.  Dun- 
lop's  old  plant  in  Buffalo,  N.Y.  re- 
quires 1,100  workers  for  16,000. 

Dunlop  is  not  out  to  beat  the 
U.S.  tire  companies  on  their  home 
ground.  "To  try  that  would  be  ec- 
centric," says  Chairman  Geddes. 
Dunlop's  share  of  the  U.S.  replace- 
ment market  has  increased  to  about 
4%.  Geddes  wants  to  keep  up  that 
pace.  For  Dunlop,  that  4%  has 
meant  6  million  tires,   10%  of  the 


company's  entire  1969  sales  and 
13%  of  profits. 

In  Europe  the  radial  tire  is  taking 
over  the  market,  but  Dunlop's 
Huntsville  plant  produces  only  con- 
ventional tires.  Marketing  radials 
poses  two  problems:  First,  all  four 
tires  on  the  car  must  be  radials. 
Second,  unless  a  car  is  designed  for 
them,  radials  won't  give  as  smooth 
a  ride. 

Says  Dunlop  Director  Fraser: 
"Some  day  U.S.  auto  companies 
may  build  cars  for  radials,  and 
we'll  be  prepared.  Meanwhile,  the 
U.S.  tire  market  has  been  increas- 
ing at  6%  a  year.  We've  been  keep- 
ing ahead  of  that  figure." 


Says  Ralph  McElvenny,  president  of 
Michigan  Consolidated  and  of  parent 
ANG:  "Of  course  we're  appealing  the 
SEC  ruling.  We've  got  one  housing 
project  in  the  inner  city  of  Detroit 
already  built,  another  80%  finished, 
and  two  more  ready  to  go.  The  SEC 
is  saying  now  that  there's  no  authority 
in  the  Act  to  permit  us  to  go  into  hous- 
ing. A  year  ago  they  ruled  the  oppo- 
site. There's  a  bill  that  has  already 
passed  the  Senate  that  would  amend 
the  Act  to  permit  holding  companies 
to  get  into  housing;  and  oddly  enough, 
not  only  is  the  Department  of  Hous- 
ing &  Urban  Development  pushing  for 
it,  so  is  the  SEC.  All  the  SEC  really 
wants  is  clear-cut  language  on  this.'.' 

Other  utilities  duck  the  strictures  of 
the  law.  Gas  distributor  Pacific  Light- 
ing is  the  parent  of  two  gas  compa- 
nies, but  not  one  itself:   So  PL  paid 


over  $20  million  in  stock  last  year  to 
invest  in  real  estate  ventures  in  Cali- 
fornia and  Hawaii  (Forbes,  Nov.  1). 
Eastern  Gas  &  Fuel  was  a  pioneer 
three  years  ago;  its  Boston  Gas  sub- 
sidiary renovated,  and  EG&F  took 
equity  in,  3,000  homes  in  South  Boston. 

Seed  Money 

The  beauty  of  urban  renewal  proj- 
ects for  the  utilities  is  that  they  get 
into  it  almost  purely  on  borrowing 
power.  McElvenny,  for  instance,  says, 
"We  put  up  $150,000  to  build  a  $2.3- 
million  development."  Adds  AEP's 
Cook,  "If  we  raise  $5  million  in  equity, 
that  generates  $50  million  in  financ- 
ing. We're  4%  of  the  industry,  so  multi- 
ply that  by  25,  then  project  it  over  a 
ten-year  period,  and  you've  got  a  po- 
tential of  over  $12  billion  this  industry 
could  put  into  housing." 


This  leverage  is  possible  because 
Federal  housing  laws  permit  90%  bor- 
rowing on  federally  insured  mort- 
gages. Leverage  is  really  greater,  adds 
Cook:  "$5  million  generates  $100  mil- 
lion in  financing,  if  you  count  builders' 
risk  allowances."  And  it's  profitable, 
says  Harry  Slater,  senior  vice  presi- 
dent of  Niagara  Mohawk:  "You  can 
produce  a  return  on  equity  of  over 
20%."  He  explains  that  NMP  sets  up 
subsidiaries  that  take  accelerated  de- 
preciation of  the  property,  thereby 
producing  a  tax  loss  for  consolidation 
with  the  parent  company's  return.  The 
tax  offset  boosts  the  return. 

Besides  diversification,  real  estate 
also  offers  a  special  plus  for  the  utili- 
ties. Developing  a  service  area  creates 
a  good  deal  of  sales  potential  from  ap- 
pliances. Guess  who  will  supply  the 
fuel  or  power  to  run  them?  ■ 
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Home  $weet  Home 


From  prehistoric  cave  to  modern  box,  furnishing  the  home  has  been  one  of 
the  biggest  of  businesses.  It  may  well  be  the  growth  industry  of  the  Seventies. 


About  the  first  thing  mankind  did  af- 
ter learning  to  live  in  caves  and  keep 
a  fire  was  to  start  decorating  and  fur- 
nishing his  new  home.  Once  estab- 
lished in  his  nest,  he  proceeded  to 
feather  it.  Thus  was  born  the  home 
furnishings  industry.  According  to 
some  very  astute  businessmen,  this  an- 
cient industry  may  well  be  the  hottest 
growth  opportunity  of  the  current 
decade.  Some  of  the  biggest  and 
smartest  companies  in  the  U.S.  are 
betting  hundreds  of  millions  of  dollars 
that  this  will  be  so. 

There  is  really  no  reason  to  be  sur- 
prised. Crowded,  jostled,  pressed  upon 
by  the  population  explosion,  the  av- 
erage American  will  retreat  increas- 
ingly into  his  own  private  space.  As 
it  becomes  smaller  and  smaller,  he  will 
concentrate  on  making  that  space 
more  attractive.  As  Desmond  Morris, 
zoologist  and  best-selling  author  (The 
Naked  Ape)  says  in  his  latest  book, 
The  Human  Zoo:  "The  human  ani- 
mal requires  a  spatial  territory  in 
which  to  live  that  possesses  unique 
features,  surprises,  visual  oddities, 
landmarks  and  architectural  idiosyn- 
crasies. Without  them  it  can  have  lit- 
tle meaning." 

Shrewdly  summing  up  the  reasons 
why  his  company  is  making  a  major 
commitment  to  home  furnishings,  a 
top  merchant  says:  "As  a  student,  the 
average  affluent  guy  is  lost  in  a  vast 
university,  then  he  goes  to  work  for  a 
huge  corporation,  shops  in  a  chain 
store  indistinguishable  from  thousands 
of  other  chain  stores,  eats  in  restau- 


rants that  are  deliberately  alike  from 
Maine  to  California.  He  even  vaca- 
tions in  prepackaged  group  tours. 
Only  in  his  own  home  has  he  any 
chance  of  feeling  like  an  individual." 
Not  counting  TV  sets  and  other 
home  electronics— and  notwithstand- 
ing the  recession— Americans  will 
spend  $45  billion  this  year  in  sprucing 
up  their  homes,  up  from  $40  billion 
two  years  ago.  Add  in  home  electron- 
ics, and  the  total  comes  to  $50  billion. 
That  makes  home  furnishing  a  bigger 
industry  than  home  building  ( $30  bil- 
lion this  year)  and  probably  second 
only  to  the  sale  and  repair  of  new  and 
used  autos  ($59  billion)  as  the  major 
U.S.  consumer  goods  industry. 

Overtaking  the  Auto 

Sears,  Roebuck,  the  old  master  at 
guessing  consumer  trends,  expects 
that  home  furnishings  will  surpass  the 
automotive  industry  by  the  end  of  the 
decade.  Says  Joseph  Moran,  Sears'  top 
home-furnishings  man:  "If  housing 
starts  should  pick  up  at  all,  the  cross- 
over could  take  place  sooner,  by 
1973."  Others  expect  home  furnish- 
ings could  even  double  (to  $100  bil- 
lion) by  1980.  Some  think  it  may  go 
as  high  as  that  before  then.  This  is  all 
the  more  startling  when  you  consider, 
despite  its  fast  growth  over  the  past 
decade,  that  the  whole  $25-billion  to 
$26-billion  electronics  industry  shows 
signs  of  slowing  down  unless  some  ma- 
jor breakthroughs  occur. 

This  is  a  segmented  business,  to  be 
sure,  but  the  segments  are  each  huge. 


Furniture,  a  $5.5-billion  business  at 
retail  and  30%  larger  than  it  was  five 
years  ago,  is  expected  to  be  a  $10- 
billion  business  by  1975. 

Running  neck  and  neck  with  fur- 
niture are  household  appliances.  De- 
spite heavy  saturation  in  big-volume, 
big-ticket  lines,  such  as  refrigerators 
and  clothes  washers,  major  appliances 
are  now  a  $5  billion-to-$6-billion-a- 
year  business,  and  may  hit  $10  billion 
in  the  next  five  to  ten  years.  Aside 
from  replacement  sales,  there  is  the 
potential  for  such  big-ticket  goods  as 
dishwashers  (now  in  only  20%  of  all 
existing  wired  homes)  and  clothes 
dryers  (in  less  than  a  third  of  all  ex- 
isting wired  homes).  Already  a  $2.5- 
billion  business  in  their  own  right, 
small  appliances  should  double  in  vol- 
ume within  the  decade. 

Then  there  is  floor  coverings,  a  $2- 
billion  business  today,  prospectively  a 
$5-billion  business  by  1975.  The  $800- 
million  bedding  business,  a  star  per- 
former in  the  late  Sixties  with  the  rise 
of  the  convertible  sofa,  should  almost 
double  in  sales  in  the  next  five  or  six 
years.  Curtains,  draperies  and  slip- 
covers, now  $1  billion  in  retail  sales, 
have  doubled  since  1965  and  should 
do  even  better  by  1975. 

While  Wall  Street  has  seen  glam- 
our elsewhere— in  computers,  in  elec- 
tronics, in  service  industries— a  grow- 
ing number  of  big  companies  have 
seen  what  Wall  Street  hasn't:  that 
the  home  is  a  most  attractive  target. 

Armstrong  Cork,  whose  $500-mil- 
lion  annual  sales  already  make  it  the 
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biggest  producer  of  smooth-surface 
resilient  flooring,  has  moved  into  car- 
pets and  furniture.  Burlington  Indus- 
tries, at  a  81.8-billion-a-year  volume, 
the  country's  biggest  textile  maker, 
has  moved  into  carpets  (Lees  Car- 
pets) and  furniture  (Globe,  Stendig 
and  United  Furniture).  Others  with  a 
growing  stake  inside  the  house  are 
U  S.  Plywood  and  Georgia-Pacific. 

Only  six  months  ago.  Westinghduse 
went  all  out  and  set  up  a  company- 
wide  Consumer  Products  Research 
Center.  Its  sole  job  is  to  study  all  pos- 
sibilities in  every  room  of  every  kind  of 
dwelling  and  see  if  there  is  room  for 
Westinghouse.  The  Tappan  Co.,  a 
leading  range  maker  with  $135  million 
in  sales,  has  branched  out  into  a  full 
line  of  home  furnishings  and  into 
kitchen  and  bathroom  remodeling 
services.  Beatrice  Foods  has  gone  into 
home  lighting  fixtures,  Sperry  & 
Hutchinson  into  carpeting  and  furni- 
ture; and  RCA  has  just  made  a  bid  to 
acquire  Coronet  Industries  ot  Dalton, 
Ga..  which  is  in  carpeting,  wall  cov- 
erings  and  furniture. 

The  nations  biggest  builders  also 
are  beginning  to  move  in  a  big  way 
into  furnishing  homes  as  well  as  con- 
structing them.  Onl)  four  years  ago, 
ITT'sLong  Island-based  Levitt  &Sons, 
the  nation's  biggest  residential  builder 
|  \'im  total  sales:  S225  million),  set 
up  a  separate  subsidiary,  Levittmark, 
Inc..  to  sell  home  furnishings  to  the 
buyers  ot  Levitt  homes.  CNA  Finan- 
cial's California-based  Larwin  Croup, 
a  builder  specializing  in  townhouscs, 
lias  followed  Levitt's  lead.  Boise  Cas- 
cade Corp.,  whose  Boise  Cascade  Resi- 
dential Communities  Croup  in  Los  An- 
geles runs  neck  and  neck  with  Levitt, 
has  been  dickering  to  buy  the  furni- 
ture and  carpet-making  facilities 
from  bankrupt  Dolly  Madison  Indus- 
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Furniture  That  Talks.  Tnis  cus- 
tom-made, ceiling-suspended 
TV  set  shows  how  mundane 
objects  can  be  turned  into 
something  decorative  as  well. 


tries,  Inc. 

Not  only  is  the  American  consumer 
prepared  psychologically  to  spend 
more  on  his  home,  he  is  more  able 
financially  to  do  so.  Sears'  Joe  Moran 
points  out:  "The  family  with  an  aver- 
age disposable  income  of  $7,000  to 
$10,000  spends  up  to  12%  on  home 
furnishings.  But  when  the  income  gets 
over  810,000,  the  percentage  goes  up 
to  15%  or  16%.  It  goes  up  to  17%  or  so 
at  the  $24,000  level." 

Thus  a  87,500  family  spends  may- 
be $800  a  year  on  its  home,  a  $10,000 
family  spends  $1,500,  a  $25,000  fam- 
ily more  than  $4,000.  The  leverage  is 
tremendous;  in  effect,  as  disposable 
income  rises  past  the  $10,000  mark,  as 
much  as  25%  of  the  increment  goes 
into  home  furnishings. 

At  the  present  rate,  for  example,  by 
the  mid-Seventies  the  average  family 
income  after  taxes  could  be  around 
$10,000  vs.  at  least  $5,000  to  $7,500 
today.  Even  now,  more  than  a  third  of 


the  50  million  family  units  in  the  U.S. 
have  such  incomes  over  $10,000,  ac- 
counting for  well  over  half  of  the  total 
income  in  the  country. 

But  what  of  life  styles?  What  of  the 
trend  toward  apartment  living,  toward 
smaller  homes,  smaller  families?  What 
of  the  hippies  and  Yippies  and  long- 
hairs  and  the  apparent  downgrading 
of  physical  possessions?  Interestingly 
enough,  the  generation  coming  into 
the  market  over  the  next  decade  is 
more,  rather  than  less,  likely  to  spend 
heavily  on  its  nest.  It  is  less  likely  than 
preceding  generations  to  neglect  the 
home  in  favor  of  other  forms  of  con- 
sumption like  automobiles.  Burlington 
Industries  Vice  President  Raymond  E. 
Kassar,  head  of  home  furnishings, 
says:  "Life  styles  and  values  are  chang- 
ing so  fast  that  many  people  in  the 
business  do  not  understand  what  is 
happening."  What  is  happening  is 
good  news  for  the  home  furnishings 
business,  he  says.  "These  young  peo- 
ple of  today  are  better  educated.  They 
travel  more,  and  they  are  exposed  to 
more  influences. 

"They  are  not  hippies,  most  of  them, 
but  good,  solid  young  adults  with 
plenty  of  money  to  spend.  They  want 
individuality,  not  conformity,  and  they 
also  are  very  interested  in  their  homes. 
When  there  is  so  much  strife  and  in- 
security in  the  outside  world  today, 
there  is  a  natural  turning  toward  the 
home  as  a  haven.  It  is  becoming  more 
and  more  the  place  where  these  young 
people  reflect  their  own  personalities, 
where  they  entertain  their  friends  be- 
cause service  in  restaurants  is  getting 
so  lousy  and  expensive."  Hence,  of 
course,  the  great  new  fad  for  "gour- 
met" cooking  (Forbes,  Apr.  1,  1969). 

Even  so  mundane  and  functional  a 
product  as  the  bedsheet  shows  what 
is  going  on.  Until  three  or  four  years 


(6*id? 


i 


X 


h 


Guess  Who?  Tasie  leader  in  the  home-furnishing  trade  currently  is 
New  York  City's  Bloomingdale's  department  store.  Its  buyers  travel  the 
world  to  keep  ahead  of  everyone  else  with  new  lines.  It  was  one  of 
the  first  stores  in  the  country  to  emphasize  total  coordination  of  color 
and  style  in  its  model  rooms.  But  the  "total  room"  look  and  other  ad- 
vanced styles  are  no  longer  the  exclusive  preserve  of  a  few  stores. 
Mass  merchandisers  like  J.C.  Penney  (below)  today  plan  sophisticated 
home-furnishings  "spectaculars"  similar  to  the  exotic  seasonal  shows 
featured  on  Bloomingdale's  heavily  trafficked  fifth  floor  (above). 


ago  the  sheet  was  usually  white  aitd 
only  replaced  when  it  wore  out  or  the 
family  bought  another  bed.  Then  "the 
fashion  sheet,"  once  strictly  the  prov- 
ince of  specialized  mills  and  retail  out- 
lets, hit  the  mass  scene. 

"From  almost  nothing  in  1967,  the 
fashion  or  printed  sheet  has  grown  to 
as  much  as  45%  of  the  total  bedsheet 
market,"  says  Sears'  Moran.  In  that 
period,  total  annual  consumer  bed- 
sheet  sales,  moribund  for  years,  have 
doubled  and  then  tripled  to  about 
$600  million  a  year.  "New  fashions  in 
bedsheets,"  he  adds,  "triggered  a  sim- 
ilar change  in  the  related  bedspread 
market."  This  chain  reaction,  in  turn, 
changed  drapery  designs.  "Sharp  col- 
or accents  in  pillows  on  the  bed  to 
contrast  with  the  new  prints,  you 
know,"  says  Moran. 

And  the  bathroom,  that  great  Amer- 
ican institution?  Textile  producers  like 
Virginia's  Dan  River  Inc.,  talk  about 
"color  coordination"  of  all  kinds  be- 
tween the  towels,  wash  cloths  and 
mats  in  the  bathroom  and  the  sheets, 
spreads,  et  al  in  the  bedroom. 

The  very  same  influences  are  mak- 
ing themselves  felt  in  furniture,  the 
biggest  ticket  in  the  home-furnishings 
field.  Things  are  changing  so  fast  in 
the  furniture  business  that  even  the 
experts  have  trouble  knowing  where 
the  trends  are  going.  It  isn't  any  longer 
the  Scandinavians  with  their  sculp- 
tured wood  who  dominate  the  modern 
look  in  furniture.  Since  the  late  Sixties 
that  play  has  been  taken  away  from 
them,  first  by  the  Italians,  coming  on 
strong  in  new  plastics  forms,  now 
joined  by  the  Germans,  the  French 
and  the  Japanese,  working  in  chrome, 
foam  and  steel. 

Mix,  Not  Match 

In  furniture  and  other  home  furn- 
ishings, no  single  motif  is  "in"  any- 
more. What  is  "in"  is  what  House 
Beautiful  calls  "The  Mix,"  whatever 
blend  of  furniture  styles  and  periods, 
new  and  old,  that  you  feel  best  ex- 
presses your  personality.  That  could 
mean  a  living  room  with  a  Tiffany- 
type  lamp  shining  down  on  a  steel 
and  glass  table  or  an  Eames-style 
chair  alongside  a  Sheraton-type  chest 
or  a  modern  kitchen  with  antiques. 

All  this  is  not  simply  Park  Avenue. 
If  it  were,  Sears  wouldn't  be  head 
over  heels  into  it.  What  is  true  in  fur- 
niture is  also  true  in  carpeting.  Ori- 
ental rugs  are  booming  again,  but  so 
is  wall-to-wall  carpeting  and  bright 
mosaic  area  rugs.  New  technology 
makes  possible  the  creation  of  carpets 
of  every  kind  in  terms  of  durability, 
soil  resistance,  texture  and  dyeability. 
The  fibers  come  today  from  practically 
every  chemical  company. 

(Continued  on  page  31) 

FORBES,    NOVEMBER   15,    1970   , 


(Continued  from  page  26) 

New  manufacturing  techniques  as 
well  as  new  fibers  have  enlarged  the 
floor-covering  market.  So-called  tufted 
carpet,  which  started  after  World  War 
II  in  cheap  cotton  shag  rugs  and  soon 
spread  into  more  expensive  fibers  and 
patterns,  has  now  largely  replaced  tra- 
ditional woven  carpet— but  in  much 
larger  volume.  Now  history  may  be 
repeating  in  flat,  nonpile  indoor-out- 
door carpet,  currently  10%  of  indus- 
try output. 

Similarly,  there  would  not  be  so 
many  furniture  styles  in  so  many  mass 
price  categories  today  but  for  the 
emergence  of  plastics  as  a  major  fur- 
niture material  in  the  Sixties.  Recent- 
ly introduced  plastic  substitutes  in 
carvings  and  moldings— almost  unrec- 
ognizable by  the  buyer— have  virtually 
taken  over  from  wood  filigree.  These, 
in  turn,  have  encouraged  the  recent 
popularity  of  Mediterranean  and  Span- 
ish styles.  And.  with  the  Italians  al- 
ready leading  the  way  with  sensuous 
foam  forms  and  molded  modules,  plas- 
tics now  are  used  for  their  own  sake  in 
and  as  furniture. 

According  to  analysts  of  the  home 
furnishings  industry  at  the  research 
firm  of  Arthur  D.  Little,  the  use  of 
plastics  will  help  automate  American 
furniture  manufacturing.  What  new 
plastic  technologies  are  doing  for  fur- 
niture, they  already  have  done  for 
bedding.  For  example,  urethane  foam, 
2%  of  all  mattress  shipments  in  1960, 
is  now  10%  of  the  growing  total.  Mov- 
ing in  on  the  inner-spring,  urethane 
has  broadened  the  number  of  mat- 
tress sizes  and  styles  and  sent  mattress 
sales  soaring  in  the  past  five  years. 

Nowhere  are  the  new  trends  more 
evident  than  in  the  kitchen.  "More 
than  2.5  million  American  families  will 
remodel  their  kitchens  this  year,"  says 
Klaus  Paradies,  executive  vice  presi- 
dent of  the  American  Institute  of- 
Kitchen  Dealers.  "Each  new  kitchen 
will  represent  an  average  expenditure 
of  something  like  82,000,  with  many 
going  up  into  the  $20,000  to  $35,000 


Requiem  For  Ye  O/de?  What 
passes  for  "early  American" 
still  accounts  for  a  full  third 
of  furniture  sold  in  the  U.S., 
but  two  things  may  be  chang- 
ing this:  1)  the  growing  use  of 
plastics  in  new  forms;  and  2) 
more  sophisticated  tastes,  en- 
couraged by  merchants  and 
the  media.  Many  people  may 
not  want  this  bathroom  by 
American  Standard,  but  the 
trend  toward  luxury  is  obvious. 


range.  That  makes  the  annual  kitchen 
remodeling  market  something  like  a 
$6-billion-a-year  business.  Then  there 
is  the  "nonkitchen,"  where  self-con- 
tained appliances  are  located  at  the 
point  of  end  use.  This  means  a  blend- 
er in  the  den  or  family  room  or  even 
on  the  living  room  bar  for  mixing 
drinks,  and  a  coffeemaker,  not  to  men- 
tion a  small  (three  to  five  cubic  feet) 
refrigerator  unit  in  the  bedroom 
(for  late  night  snacks).  The  Italians 
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are  already  making  and  shipping  them 
here  by  the  carload. 

Ultimately,  says  Rye  Amthor,  head 
of  Westinghouse's  Consumer  Products 
Development  Center,  "Why  not  break 
up  the  refrigerator  function  into 
pieces,  redistributing  it  in  smaller,  sep- 
arate boxes  according  to  the  needs  of 
food  preparation?  This  would  also 
eliminate  the  last  bottleneck  in  the 
planning  of  modular  prefabricated 
food  preparation  areas.  These  could 
be  packaged  in  a  variety  of  standard 
sizes  and  shipped  directly  to  a  build- 
ing site  or  housing  factory." 

Whirlpool  already  has  such  a  mod- 
ular design  idea  in  the  works  in  its 
"Tic-Tac-Toe"  kitchen.  Whirlpool's 
idea  is  to  house  each  appliance  in  sev- 
eral standard-sized  cubical  units.  With 
plumbing  and  wiring  strategically  lo- 
cated around  the  floor  and  walls,  each 
pedestal-mounted  unit  can  be  shifted 
about  to  suit  a  woman's  fancy,  de- 
pending on  her  family  demands. 

Westinghouse's  Amthor  also  sees  a 
new  mass  market  within  the  next  five 
years  created  by  the  need  for  new 
appliance  technologies  to  fight  and 
contain  air,  water  and  noise  pollution 
in  the  home.  "I  don't  mean  just  air 
conditioning  and  water  softeners  the 
way  we  know  them,"  he  says.  "There 
is  a  whole  new  field  of  home  ecology 
opening  up.  For  example,  we'll  have 
to  have  home  water  purification  sys- 
tems because  the  drinking  and  cooking 
water  coming  in  from  the  outside  is 
getting  so  bad.  I  think  that  the  recent 
success  of  Whirlpools  Trash-Masher 
[which  compacts  garbage  for  once-a- 
week  disposal]  shows  the  direction 
we're  all  going  to  go  in  the  major  ap- 
pliance field." 

Cubicles 

As  Forbes  pointed  out  seven 
months  ago  ("Revolution  in  Suburbia," 
Apr.  1),  "By  1971-or  1972  at  the  lat- 
est— the  U.S.  will  for  the  first  time  in 
its  history  be  building  more  multi-unit 
housing  than  ••ingle-family  homes." 
Not  even  counted,  but  fragmenting 
the  housing  market  even  more,  is  the 
increase  in  mobile  hoi 

At  first  glance,  it  might  appear  that 
the  trend  to  multi-unit  and  mobile 
homes  will  downgrade  the  home-fur- 
nishings market.  After  all,  how  much 
can  you  do  with  a  cubicle?  The  an- 
swer is,  a  great  1 1  he  trend 
toward  compact  dv  may 
well  increase  the  uxury 
and  individuality  insid 
People  will  seek  to  ma  n  style 
and  Hair  what  they  lose  in  elbow  room. 

American  Standard,  long  a  maker 
of  more  or  less  unimaginative  bath- 
room fixtures,  is  so  gung-ho  about  all 
this  that  it  has  brought  in  Bryce  S. 
Durant,    former    head    of    consumer 
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In  A  Cage?  As  the  U.S.  be- 
comes more  congested,  as 
housing  becomes  more  box- 
like, how  will  Americans  avoid 
feeling  like  caged  monkeys? 
By  expressing  their  individ- 
uality   inside    their    dwellings. 


product  sales  at  RCA,  to  market  its 
plumbing  and  heating  products.  To- 
day, American  Standard  makes  a  wide 
variety  of  lines  and  is  paying  increas- 
ing attention  to  the  luxury  end.  It 
markets  showers  with  two-level  sprays, 
bidets,  ladies'  vanities  with  three-way  . 
mirrors  and  a  whole  fine  of  items  that 
were  once  available  only  to  the  very 
rich  or  very  extravagant. 

William  Lyon  heads  William  Lyon 
Development  Co.,  now  a  subsidiary  of 
American  Standard.  Lyon  is  one  of  the 
biggest  and  most  promotion-minded 
builders  in  the  country.  It  constructs 
everything  from  single-family  houses 
to  townhouse  communities  throughout 
California  and  across  the  U.S. 

One  of  Lyon's  hottest  ideas,  worked 
up  in  cooperation  with  GE,  is  a  spe- 
cial gourmet  kitchen  (see  cover  photo- 
graph), featured  in  one  plan  of  its 
new  474  single-family  home  communi- 
ty, The  Colony,  on  Southern  Califor- 
nia's Irvine  Ranch.  The  kitchen  is  the 
most  luxurious  room  in  the  house. 
There's  a  gourmet  island  in  the  mid- 
dle, comprising  a  work  area  with  a 
heavy  chopping  block  top  which  dou- 
bles as  a  dining  bar— plus  storage  un- 
derneath. Overhead  is  a  pot  rack,  a 
concealed  light  fixture.  Space  also  is 
provided  for  a  wine  "cellar"  or  com- 
bination wine  rack  and  pantry. 

The  buyer  gets  this  gourmet  kitch- 
en at  anywhere  from  $800  to  $5,700 
as  part  of  the  total  housing  package. 
The  whole  four-bedroom,  three-bath 
home  with  the  complete  gourmet 
kitchen  sells  for  $43,195. 

So  successful  has  the  gourmet  kitch- 
en been  in  selling  single-family  homes 
in  The  Colony,  that  Lyon  now  has  TV 
chef  Mike  Roy  and  GE  working  on 
ways  to  scale  it  down  for  every  price 
range  in  all  the  apartments  and  town- 
houses  Lyon  builds. 

Luxury  at  a  Price 

Los  Angeles  planner-designer-archi- 
tect Barry  A.  Berkus  heads  Environ- 
mental Systems  International,  the  top 
consultant  and  planner  for  the  big- 
gest builders  in  the  country,  from  Lev- 
itt to  Boise  Cascade,  Kaufmann  & 
Broad  and  Lyon  Homes,  to  name  a  few. 
Says  Berkus,  "We  have  to  think  about 
people  the  way  these  people  like  Mor- 
ris think  about  all  of  us  animals. 

"When  these  guys  talk  about  ani- 
mals, they  are  talking  about  us,"  he 
goes  on.  "We  encroached  on  the  ani- 
mals and  put  them  into  zoos  and 
parks,  where  elephants  have  heart  dis- 
ease just  like  men  do.  Now  we  are 
encroaching  on  ourselves.  And  though 
we  are  outwardly  civilized,  biologi- 
cally we're  just  another  tribal  animal 
living  in  our  own  supertribes. 

"Now,  what  the  hell  has  this  all  got 
to  do  with  interior  design  and  home 
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The  13,000-mile  land  office. 


From  the  Great  Lakes  to  the  Texas  Gulf  Coast,  to  the 
Pacific,  Santa  Fe  stretches  across  13,000  miles  of  the 
most  progressive  parts  of  our  nation.  And  along  these 
13,000  miles  are  choice  real  estate  and  industrial  sites. 
•  We  now  offer  general  real  estate  areas  along  with 
industrial  and  commercial  sites  available  for  develop- 
ment on  approximately  48,000  acres  of  Santa  Fe 
property.  Our  Chicago  area,  for  example,  has  four 
industrial  districts  now  open  for  business.  And  in 
California,  Santa  Fe  is  the  developer  of  13  major 
industrial  districts.  Another  20  such  developments  are 
strategically  located  along  our  lines  in  Illinois,  Missouri, 
Iowa,  Kansas,  Colorado,  Oklahoma,  Texas,  New 
Mexico  and  Arizona. 

Almost  all  of  the  37  Santa  Fe  industrial  development 
areas  now  have  improved  streets  and  full-utility  service. 
If  your  company  also  wants  easy  access  to  Santa  Fe's 
fast  freight  facilities — without  building  a  plant  site  in 


one  of  our  districts  or  parks — it's  nice  to  know  that  we 
work  closely  with  many  private  developers.  We  can 
also  help  you  find  excellent  sites  at  off-rail  locations, 
easily  served  by  our  piggyback  and  truck  service. 

Now,  when  the  name  Santa  Fe  comes  up,  you  can 
think  of  us  as  the  longest  land  office  in  the  country, 
without  stretching  a  point. 

Call  or  write  our  13,000-mile  land  office  at  80  East 
Jackson  Blvd.,  Chicago,  111.  60604,  phone  (312)  427- 
4900.  Just  ask  for  the  Real  Estate  and  Industrial  Devel- 
opment Dept.  Offices  are  also  located  at  Los  Angeles, 
San  Francisco,  Phoenix,  Albuquerque,  Amarillo, 
Dallas,  Houston  and  Topeka. 


Santa  Fe 


_  SantaFe 

We  helped  build  America.  Now  we  keep  it  moving. 


Santa  Fes  Passenger  Fleet  (Of  Western  Travel  •  Chicago-Los  Angeles-SUPER  CHIEF-EL  CAPITAN  .  Chicago  San  Francisco-SAN  FRANCISCO  CHIEF  .  Chicago-Houston-TEXAS  CHIEF 
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investigate  our 

liquid  assets 
over  lunch. 


You'll  find  the  Plymouth  martini  a  sound 
investment.  Just  as  your  English  counterparts  have 
Since  1793,  the  British  have  realized  the  virtues 
of  Coates & Co.'s  crisp,  extra-dry  94.4 proof  gin. 

Things  are  no  different  today. 

We  still  distil  I  with  the  softest,  purest 
water. Andprized  botanicals, 
ordered  from  different 
sources  to  preserve  our  secret 
recipe. 

Discover  what  made 
Plymouth  the  official  ginof  the     | 
British  Admiralty.  Order  a 
Plymouth  martini. Acapital  idecj?i„ 

Plymouth  Gin  goes  public. 

94.4  Proof.  100%  Grain  Neulral  Spirits,  Schenley  Imports  Co..  N  Y„  N.Y 
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Every  executive  should  have  one! 


Here's  the  camera  that  s  ideal  for  the  executive  because  you  can  take  perfect  pic- 
tures anywhere,  anytime  regardless  of  the  amount  of  light  available.  Any  meeting 
where  people  can  tee  each  other  has  enough  light  for  this  amazing  camera. The 
compact  Olympus  35EC  does  it  all  automatically  and  electronically.  And  it  uses 
standard  35mm  !iim  so  you  can  get  enlargements  as  big  asyou  want. The  electronic 
system  is  so  sensitive  you  can  automatically  get  a  picture  from  candlelight  (without 
any  flash  attachment).  Under  $100.  See  a  demonstration  at  your  camera  dealer. 

The  OLYMPUS  35EC 

world's  smallest  electronic  35mm  camera 

Marketed  exclusively  in  the  USA.  by  PonderSrBest.  Inc.,u  201  West  Pico  Blvd  .  Los  Angeles.  Calif.  90064 


furnishings?  Plenty.  To  quote  Morris 
and  the  others,  for  instance,  the  hu- 
man animal  needs  a  great  deal  of  va- 
riety right  within  his  living  quarters- 
like  space  for  big  blasts  and  space  to 
be  alone.  Just  a  neatly  symmetrical  or 
geometric  pattern  inside  a  dwelling 
can  become  boring." 

In  Berkus'  terms  of  interior  design 
and  home  furnishings,  this  means  pro- 
viding luxury  features,  but  at  a  price: 
cathedral  ceilings  and  step-down  living 
areas  and  unique  openness  in  space 
with  something  like  the  kitchen  "flow- 
ing" through  glass  sliders  into  en- 
closed, eye-catching  patios.  Bookcases 
replace  walls.  For  intimacy  without 
losing  actual  space,  there  are  sunken 
conversation  pits  in  front  of  fireplaces. 

In  California,  such  interior  design 
and  use  of  home  furnishings  already 
is  a  way  of  life.  "We  now  are  using 
these  ideas  inside  several  of  the  mass- 
priced  housing  we  build— East,  North, 
South  and  West— single  or  multi-unit," 
says  one  of  Berkus'  best  clients, 
Charles  L.  Biederman,  president  of 
Levitt  Building  Systems,  Inc.,  another 
subsidiary  of  Levitt  &  Sons.  "The  ex- 
teriors may  look  traditional,  depend- 
ing on  the  part  of  the  country  you're 
in.  But  the  open  interiors  may  or  may 
not   match    the    traditional   exteriors." 

The  Need  for  Assurance 

The  opportunities  in  all  of  this  for 
manufacturers,  clearly,  is  tremendous. 
For  retailers  it  is  potentially  even  great- 
er. For  one  thing,  whole  new  methods 
of  distribution  are  called  for. 

Consider  this:  The  new  life  styles 
we  are  talking  about  will  be  a  monu- 
ment not  only  to  the  consumer's  af- 
fluence—as cars  long  have  been— but 
to  his  taste  as  well.  And  this  creates 
problems  for  the  consumer  as  well  as 
for  the  businessman. 

"Even  with  all  the  growing  sophisti- 
cation of  the  new  buyers,  all  our  re- 
search shows  that  putting  the  right 
combinations  of  home  furnishings  to- 
gether can  be  a  traumatic  experience 
for  the  consumer,"  says  Burlington  In- 
dustries' Kassar.  "If  her  husband 
doesn't  like  what  she  buys,  she  can't 
just  slip  it  into  a  closet  like  a  dress  he 
doesn't  like.  Decorating  a  home  has 
given  women  nervous  breakdowns." 

In  recognition  of  this,  retailers  are 
developing  new  methods.  Until  re- 
cently, home  furnishings  have  been 
marketed  on  a  highly  fragmented  ba- 
sis: carpet  stores,  furniture  stores,  ap- 
pliance stores,  kitchen  cabinet  stores; 
even  within  big  department  stores  the 
items  were  marketed  separately.  .As 
lor  coordination,  the  well-to-do  used 
decorators,  the  self-confident  minority 
did  their  own  decorating.  As  for  the 
vast  majority  of  consumers,  they  often 
were  inhibited  in  their  home  furnish- 
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ing  because  they  were  afraid  of  a 
breach  of  taste. 

Today  the  whole  rickety  distribu- 
tion process  is  being  changed  drastical- 
ly. New  home-furnishings  centers  have 
been  springing  up  along  the  nation's 
highways  and  in  the  newer  shopping 
centers.  But  that  is  only  the  beginning. 

Now  big-name  manufacturers  are 
moving  directly  into  retailing  via  the 
franchise  route.  A  prime  example  is 
Armstrong  Cork.  Concurrent  with  its 
diversification  into  furniture  and  car- 
peting, "Armstrong,  Creators  of  the  In- 
door World"  busily  but  quietly  has 
been  setting  up  what  will  soon  be  a 
national  network  of  Armstrong  Floor 
Fashion  Centers  in  every  major  city. 

"Each  independently  owned  Arm- 
strong retail  center,"  says  Executive 
Vice  President  Harry  A.  Jensen,  "will 
specialize  in  custom-installed  residen- 
tial flooring  work  and  will  offer  a 
broad  range  of  merchandising  ser- 
vices, including  color-coordination  as- 
sistance, interior-design  counseling, 
convenient  budget  terms  and  written 
product  workmanship  guarantees."  Al- 
ready operating  in  12  cities  at  the  be- 
ginning of  1970,  Armstrong  expects 
to  have  such  centers  in  40  more  new 
markets  by  the  end  of  this  year  and  be 
completely  national  by  1973. 

Burlington  Breaks  In 

Only  this  year,  Burlington  Indus- 
tries, making  its  first  move  into  the  re- 
tail end,  formed  a  new  company  to 
operate  showcase  retail  drapery  shops 
across  the  country.  Burlington  also  is 
working  on  an  intriguing  way  to  tie  its 
retailing  customers  even  closer  to  its 
own  operations.  "With  about  eight 
leading  department  stores,  we  are  test- 
marketing  a  computerized  decorating 
service,"  says  Burlington  Industries' 
Kassar.  "A  potential  customer  who 
comes  into  the  store  gets  a  simple, 
four-page  questionnaire  to  fill  out."  Its 
26  questions  probe  her  preferences. 
The  answers  are  fed  into  a  computer 
that  shoots  back,  in  seconds,  what  you 
might  call  her  home-furnishings  pro- 
file—that is,  a  working  hypothesis  of 
what  will  represent  her  and  her  fam- 
ily's personality  in  their  home. 

In  a  few  years,  the  old-fashioned 
appliance  dealer  or  appliance  depart- 
ment with  it's  cluttered  floors  may  be 
a  thing  of  the  past.  For  one  thing, 
increasing  numbers  of  new  homes 
come  already  equipped  with  their  ap- 
pliances. Both  builders  and  buyers 
like  this:  The  lack  of  middlemen 
makes  for  a  better  price  and  the  buy- 
er can  include  appliances  under  his 
mortgage  instead  of  buying  them  sep-' 
arately.  General  Electric  and  Westing- 
house  do  not  like  to  talk  about  it— the 
dealers  still  have  political  clout— but  it 
is  well  known  within  the  trade  that 
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Set  your  sites  on 

Erie  County 

Newlibrk 


Statistic:  within  a  500-mile  radius  of 
Buffalo,  you'll  find  55%  of  the  total 
United  States  population.  Plus  62%  of 
the  population  of  Canada.  That  adds 
up  to  a  lot  of  customers  for  your  prod- 
uct or  service.  It  also  means  big  sav- 
ings in  distribution  for  companies  that 
live  here  in  the  Niagara  International 
Corridor. 
Moreover,  these  people  have  the 


About  60%  of  the  total  personal  in- 
come of  the  United  States  is  right 
here.  That's  why,  if  you're  thinking 
about  a  new  plant  site  or  a  new  indus- 
try, you  should  think  about  Buffalo 
and  Erie  County.  And  we  can  give  you 
plenty  to  think  about. 
Our  information  service  is  stacked 
with  eye-opening  statistics  on  the 
many  industrial  advantages  offered 


money  to  buy  what  you  have  to  sell.         by  Buffalo  and  Erie  County. 

We  have  125  million  customers 
within  easy  selling  distance 

1 

ECONOMIC  DEVELOPMENT  DEPARTMENT 

Bullalo  Area  Chamber  of  Commerce 

238  Main  Street,  Buffalo,  New  York  14202 

Yes.  I  am  interested  in  learning  more  about  new  industry  advantages  offered  by  Erie  County.  Please 

forward  literature  to: 


Name  and  Title  . 

Company 

Address 


City. 


State  . 


Zip  Code  . 


_J 
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DORMITORIES 


iiMi 


V 


wt     ■ 


LIBRARIES 


LOUNGES 


DINING  ROOMS 


We're  big 
on  campus. 

And  climbing  for 
top  honors  in  growth. 


In  addition  to  being  the  worlds  largest  pro- 
ducer of  home  furnishings,  Simmons  is  a  leading 
supplier  in  the  institutional  held. 

You  may  know  us  best  as  the  Hide-A-Bed 
Sofa  people.  Or  for  our  Beautyrest  mattresses, 
which  touched  off  the  revolution  toward  super- 
size  bedding. 

But  were  also  big  in  all  kinds  of  furniture 
for  school  and  college  dormitories,  dining  halls, 
lounges  and  libraries. 

The  next  decade  will  see  a  huge  increase  in 
new  school  construction.  And  the  big  education 
market  is  one  of  many  growth  areas  where  Simmons 
has  moved  in  decisively. 


That's  why  our  own  growth  has  been  note- 
worthy. Why  we've  been  averaging  more  than 
one  acquisition  or  new  plant  a  year  since  1954. 
Why  each  of  our  past  five  years  has  topped  the 
previous  one  in  record  sales.  And  why,  right  now, 
we're  moving  into  our  second  century  with  sales 
of  over  a  quarter  of  a  billion. 
Our  growth  has  continued  even 
through  this  difficult  year. 

So    when    it's    profitable 
growth    you're    after,    take    a       m      3k 
long,  hard  look  at  Simmons. 

You'll   find   it   very  edu- 
cating, second  century 


SIMMONS 


Simmons  Company 

Juvenile  Products  Division  *  Hausted  Division 

Thonet  Industries,  Inc.   •    Greeff  Fabrics,  Inc.    •  Katzenbach  &  Warren,  Inc. 

Raymor  I  Richards,  Morganthau   •   Moreddi,  Division  of  Raymor   •  Selig  Manufacturing  Co.,  Inc. 

American  Acceptance  Corp.   •  York-Hoover  Corporation  •  Elgin  Metal  Casket  Co. 


they  have  almost  turned  themselves  in- 
side out  to  woo  the  big  builders. 

The  makers  of  plumbing  fixtures 
smell  a  giant  new  market  if  they  can 
help  builders  and  consumers  beat  the 
extortionate  plumbing  unions.  (In 
some  states,  plumbers  already  can 
make  as  much  as  $23,000  a  year  for 
working  a  straight  42-hour  week  with 
a  month's  vacation.) 

In  this  regard,  American  Standard's 
new  mechanical  systems  department 
already  is  turning  out  several  varia- 


ings  in  the  country.  An  estimated  one- 
fourth  of  Sears'  $9-billion  annual  vol- 
ume already  comes  from  home  furnish- 
ings, but  Sears  is  out  to  get  more. 

With  an  ever-massive  advertising 
budget  of  over  $100  million,  Sears 
literally  is  pounding  the  consumer  ev- 
ery day  with  its  current  slogan,  "You've 
changed  a  lot  lately  and  so  has  Sears." 
According  to  its  own  suppliers,  Sears' 
objective  is  not  simply  to  grow  arith- 
metically in  home  furnishings,  but 
geometrically. 


"Let's  Try  It."  The  increasing  number  of  vacation  homes  encourages 
Americans  to  be  more  daring  in  home  furnishings.  "People  will  put 
more  exotic  and  exciting  things  in  these  houses  than  they  do  in  first 
homes,"  says  architect  Robert  M.  Engelbrecht.  His  firm  in  Princeton, 
N.J.  designed  this  modular  Engelframe  vacation  house,  popular  with 
skiers  and  which  can  be  transported  by  truck  or  helicopter  to  the  site. 


tions  of  what  it  calls  a  component 
plumbing  system,  consisting  of  a  full 
line  of  economy  and  luxury  fixtures, 
fittings  and  a  pie-assembled  "wet 
wall"  which  make  up  the  bathrooms 
and  kitchens  for  most  types  of  hous- 
ing. These  pre-assembled  packages, 
which  cut  on-site  installation  time  by 
60%  to  85%,  already  arc  being  shipped 
to  builders   of   apartme  e    and 

vacation  communities  in  the  South. 
Adapting  such  pre-assembled  pack- 
ages for  factory-produced  housing  is  a 
natural,  and  American  Standard  now 
is  working  on  it  with  builders. 

Sears,   Roebuck   is   already   the  sin- 
gle biggest  marketer  ol  home  fumish- 


"My  God,  those  guys  in  Chicago 
are  talking  about  getting  something 
like  20%  of  the  total  market  for  them- 
selves by  the  end  of  the  decade,"  says 
one  competitor.  "If  the  market  dou- 
bles in  the  next  ten  years,  that  could 
mean  $20  billion  to  Sears  alone." 

What  Sears  wants,  its  closest  com- 
petitors want,  too.  Take  Marcor's  ex- 
panding Montgomery  Ward  chain. 

"You  think  we  still  sell  tires  and 
batteries,  don't  you?"  says  Dave  Far- 
rar,  a  Sears-trained  swinger  who  is 
now  Ward's  resident  home-furnishings 
genius.  "Crazy,  baby.  We've  changed 
our  emphasis  all  the  way  in  the  last 
three  years.   You  know  what   Ward's 


biggest  volume  is  in  now?  Furniture. 
And  we're  putting  in  home  furnishings 
boutiques  everyplace."  In  the  last  two  , 
years  Montgomery  Ward  has  been 
'pouring  out  a  series  of  special,  jazzy, 
four-color  total  merchandising  cata- 
logs aimed  right  at  the  under-35  mar- , 
ket.  In  fact,  the  catalogs  are  titled 
"The  Unexpected  Generation." 

Beyorid  that,  Farrar  has  set  up 
home-decorating  courses  potential 
customers  can  take  day  or  night  in 
Ward's  stores.  "We're  in  24  major 
markets  with  the  program  now,"  says 
Farrar.  "It  is  so  successful,  we  are  go- 
ing into  more  every  week  and  will  be 
nearly  everywhere  with  these  courses 
in  two  or  three  years."  In  effect,  the 
customer  pays  to  teach  herself  what 
Ward's  goods  to  buy. 

Even  more  ambitious  is  J.C.  Penney 
with  its  new  in-home  selling  program. 
Even  Sears  has  nothing  quite  like  it. 
Right  now  the  program  involves  160 
Penney  markets  and  more  than  500 
Penney-trained  decorators.  But  Pen- 
ney's  Vice  President  and  General  Mer- 
chandise Manager,  Walter  J.  Neppl, 
sees  that  as  only  the  beginning.  "With- 
in a  few  years  we'll  have  this  in-home 
service  everywhere  in  the  country." 

Penney 's  new  crew  of  decorators 
goes  right  into  a  home  with  a  series  of 
new  sales  books  featuring  116  differ- 
ent room  settings,  replete  with 
swatches  of  fabric,  carpet  and  finish 
colors.  "The  customer  doesn't  have  to 
buy  everything  at  once,  either,"  says 
Neppl.  "Just  a  piece  at  a  time  on  her 
Penney's  credit  card.  But  she'll  have  a 
plan  into  which  she  can  fit  things  as 
she  buys  them."  Obviously,  the  plan  is 
also  calculated  to  keep  her  coming 
back  to  Penney. 

Retailers  like  Sears  and  Ward  and 
Penney  already  are  giving  some  very 
tough  competition  to  the  big  builders 
who  have  gone  into  home  furnishings. 
Take  the  Levittmark  subsidiary  of 
ITT's  Levitt.  Levittmark  started  out 
selling  things  like  shades,  storm  win- 
dows and  screens  to  buyers  of  its 
houses,  branched  out  into  deluxe  ap- 
pliances and  now  offers  carpeting,  bed- 
spreads, some  furniture  items,  stereo 
music  systems  and  electronic  garage 
door  openers.  Levitt  claims  that  Levitt- 
mark sales  are  adding  $2,000  to  its  av- 
erage new-home  sale.  But  whether  or 
not  Levittmark  can  keep  up  with  the 
growing  competition  of  Sears  and  Pen- 
ney is  a  good  question. 

To  Burlington,  Sears  and  Penney 
and  to  all  the  other  giant  companies 
that  are  pushing  deeper  into  the  new 
home-furnishings  field,  it  is  beyond 
doubt  that  there  are  literally  tens  of 
billions  of  dollars  in  new  business  to  be 
gotten  here.  For  business  and  indus- 
try, the  1970s  may  well  turn  out  to  be 
the  era  of  Home,  $weet  Home.  ■ 
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We  play  both  ends 
against  the  middle. 

In  the  middle,  five  days  of 
woVk;  at  each  end,  a  day  of  play. 
Five  days  of  business,  two  days 
of  pleasure.  Five  to  two,  going 
on  four  to  three. 

And  AMF  plays  one  against 
the  other.  Very  profitably. 

In  the  middle — for  the  work- 
day week — AMF  makes  the 
industrial  tools,  systems, 
processes,  and  machinery  that 
make  production  time  shrink 
and  make  leisure  time  expand. 


At  both  ends — for  the  week-end 
play— AMF  makes  the  sports, 
recreation,  and  pleasure-time 
equipment  that  help  people  enjoy 
that  expanding  leisure  time. 

You'll  find  thousands  of  com- 
panies responding  to  industry's 
need  for  efficiency;  and  hundreds 
of  companies  capitalizing  on  the 
exploding  growth  of  leisure  time. 

But  try  to  find  another 
company  like  AMF — one  that 
responds  to  both.  At  one  and  the 
same  time. 


When  you  think  about  it,  can 
you  think  of  a  better  way  to 
insure  your  bets  for  the  Seventies 
than  by  playing  both  ends 
against  the  middle? 

AMF  Incorporated, 
261  Madison  Avenue,  N.Y.  10016. 


AMF 
mixes  business 

with  pleasure. 
Profitably. 


Even  where  it  wasn't  in  the  will, 

there  was  away 


The  will  was  clear. 

Mr.  B.  (we'll  call  him)  left  his  en- 
tire estate  to  his  family.  It  included 
stock  in  a  closely  held  corporation. 
In  addition  to  a  sugar  processing 
plant,  the  corporation  also  owned  the 
houses  the  mill  workers  lived  in,  the 
town's  hospital,  school  and  church, 
three  ships,  and  a  ship's  propeller 
(that  was  on  a  pier  in  San  Francisco). 

Pretty  straightforward.  And  cut- 
and-dry.  As  his  executor,  our  legal 
obligation  was  to  sell  the  corporation's 
assets  for  the  highest  prices  we  could. 
And  then  turn  the  money  over  to  Mr. 
B's  heirs. 

That  would  have  been  the  easy  way. 
But,  you  see  we  were  also  Mr.  B's 
banker.  And  we  had  known  him  for  a 
Jong  time.  We  knew  he  had  a  dream. 


One  that  he  didn't  see  fulfilled  in  his 
own  lifetime. 

He  wanted  the  people  who  had 
worked  for  him  to  own  a  major  share 
of  the  stock  of  his  sugar  refining  com- 
pany. And  to  operate  the  company 
for  themselves. 

Over  the  years  he  had  spoken  to  us 
many  times  about  this  wish.  He  had 
also  written  a  memo  about  it. 

So  we  wanted  to  follow  the  spirit 
as  well  as  the  letter  of  Mr.  B's  will.  We 
wanted  to  maximize  the  return  from 
the  estate  to  his  heirs,  but  at  the  same 
time  fulfill  a  dream  that  we  were  not 
legally  bound  to  do.  We  were  able 
to  do  both  because  we  had  the  « 
complete  cooperation  of  his  heirs  \m 
and  the  attorneys  for  the  estate.  W 

Well,  it  took  a  little  extra  time.  ■■ 


It  also  took  eight  different  Bankers 
Trust  departments  to  work  every- 
thing out.  Our  Personal  Trust  De- 
partment, Bancom  (our  overseas 
affiliate,  whose  representative  visited 
the  sugar  plant  to  check  the  books 
and  property,  and  later  helped  the 
employees    arrange    financing    with 
local  banks),  our  International,  Real 
Estate,    Commodities,    Foreign    Ex- 
change, Commercial  and  Metropoli- 
tan Departments,  all  contributed 
their  skills  and  specialties. 

Now  Mr.  B's  employees  own  a  sub- 
stantial   share   of  the   corporadon's 
stock.  At  the  same  time  we  fulfilled 

b    our  legal  obligations   as   execu- 
tor to  Mr.  B's  heirs.  And  we  hope 

9    we  made  everybody  happy. 

m        Wherever  they  are. 


\foifll  find  an  executor  at  BankersTrust. 


Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 
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Dow  Down 

Unlike  most  of  its  competitors,  Dow  Chemical  had  managed  to  show  good 
earnings  increases  every  year  for  nearly  a  decade.  But  as  the  profit  squeeze 
worsens,  even  Dow  seems  to  have  reached  the  end  of  its  long  string  of  gains. 


The  old  heroes  are  falling  like  ten 
pins  these  days.  Now  it's  Dow  Chem- 
ical, for  25  years  the  very  epitome  of 
a  growth  company.  For  the  first  time 
in  nearly  ten  years,  Dow  will  show 
an  earnings  decline  this  year.  If  the 
decline  is  not  a  serious  one  it  will  be 
only  because  Dow  has  been  using  a 
good  many  bookkeeping  options  to 
maximize  reported  earnings. 

The  most  dramatic  symptom  of 
Dow's  problem  is  Chairman  Carl  A. 
Gerstacker's  recent  announcement  that 
the  company  could  "make  no  accurate 
determination  of  loss"  in  Dow's  50%- 
owned  textile  fiber  affiliate  in  Ger- 
many, Phrix-Werke,  A.G.  That  sounds 
bad  and  it  is;  outside  reports  have  put 
the  probable  loss  at  somewhat  more 
than  $27  million. 

In  late  April  the  prospectus  on  a 
$150-million  bond  offering  gave  ana- 
lysts a  good  look  at  the  figures  behind 
the  figures  in  Dow's  annual  report. 
Many  of  the  analysts  didn't  like  what 
they  read.  "When  we  saw  those  fig- 
ures," says  one  large  institutional  mon- 
ey manager,  "we  kicked  Dow  com- 
pletely out  of  our  portfolio  for  the  first 
time  in  many  years." 

Dow's  debt  load  has  been  rising 
rapidly  in  recent  years,  from  $450  mil- 
lion in  1965  to  $950  million  currently. 
Adding  an  additional  $330  million  in 
short-term  debt,  Dow's  total  obligation 
now  amounts  to  just  under  50%  of  its 
total  capitalization,  much  higher  than 
the  33%  average  for  the  basic  chem- 
ical producers.  At  today's  interest 
rates,  this  means  that  Dow  is  prob- 
ably paying  as  much  as  $75  million  in 
annual  interest  charges. 

How  Conservative? 

What  has  particularly  concerned 
some  Dow- watchers  is 'the  way  Dow 
handles  its  accounting.  Chairman  Ger- 
staiker  has  always  gone  out  of  his 
way  to  project  a  conservative  account- 
ing image  for  Dow.  Dow's  domestic 
depreciation  is  very  conservatively  cal- 
culated according  to  the  double  de- 
clining balance  method,  an  option 
that  trimmed  1969  earnings  by  near- 
ly 35  cents  a  share. 

In  other  respects,  however,  Dow  is 
becoming  increasi  conserva- 

tive. In  its  foreign  operations— s. 
oJ  over  40%  of  its  earnings— Dow  uses 
straight-line  depreciation.  Even  in  the 
U.S.   Dow   is   anything   but   to; 
tive  in  its  handling  of  the  in 
credit:  It  applies  the  entire  amount  to 
earnings  in  the  year  incurred— an  op- 


tion that  added  48  cents  a  share  to 
earnings  last  year. 

With  the  investment  credit  at  an 
end  and  its  expansion  program  and 
consequent  start-up  costs  continuing 
unabated,  Dow  obviously  is  going  to 
have  to  run  harder  just  to  stay  in 
place.  Last  year,  for  example,  the  com- 
pany did  manage  to  show  a  nice  gain 
in  earnings,  from  $4.51  a  share  to 
$4.91,  up  about  9%.  But  Dow's  op- 
erating net  before  taxes  increased 
hardly  at  all;  the  fact  is  that  most 
of  the  gain  came  from  a  decrease  in 
income  taxes. 

Actually,  were  it  not  for  some  capi- 
tal gains  and  other  extraordinary  items, 
Dow's  pretax  profit  probably  would 
have  declined  last  year.  The  company 
reported  $50  million  in  "other  income" 
(out  of  a  total  net  of  $149  million). 
That  includes  such  items  as  a  $11- 


million  "profit  on  investment  turnover" 
—for  which  read  capital  gains  on  stock 
trading.  It  also  includes  $18  million  in 
"sundry  income-net,"  of  which  $6.3 
million  is  a  profit  on  the  discontinu- 
ance of  several  unprofitable  product 
lines.  A  profit  from  unprofit?  Explains 
Gerstacker:  "We  were  so  conservative 
in  our  accounting  in  the  early  years 
that  when  we  sold  the  operations 
their  salvage  value  was  considerably 
greater  than  their  net  book  value." 
Even  so,  reporting  such  gains  as  a 
part  of  normal  profit,  rather  than 
crediting  them  to  earned  surplus,  is 
not  conservative  accounting. 

As  for  including  the  stock  market 
gains  in  net  income,  Gerstacker  says: 
"If  we  are  going  to  be  penalized  for 
all  the  interest  expense  we  incur  on 
our  borrowings,  I  don't  see  why  it's  not 
natural  to  accept  all  the  returns  we 
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get  on  that  as  normal  income.  When 
we  borrowed  funds  for  expansion  in 
Europe  at  attractive  rates,  we  didn't 
need  the  money  immediately.  We 
could  have  put  it  into  bonds  for  a  year 
or  two.  Instead,  we  invested  well  over 
$100  million  in  bank  stocks  in  Europe. 
As  a  result  we  realized  very  substan- 
tial capital  gams  because  we  bought 
those  bank  stocks  when  they  '."ere 
near  the  bottom." 

Lagging   Growth 

Yet  behind  all  these  figures  stands 
an  unpleasant  fact:  The  chemical  in- 
dustry's only  real  growth  these  days 
is  in  volume.  Prices  have  declined  al- 
most 3"  every  year  for  the  last  six 
Mars.  Gerstacker  takes  comfort  from 
the  fact  that  in  1970,  for  the  first  time 
in  many  years,  prices  have  stabilized. 
But  costs,  unfortunately,  continue  to 
mount,  and  most  chemical  companies 
are  operating  well  under  capacity. 
With  stable  prices  and  a  booming 
economy,  Dow  might  be  able  to  im- 
prove its  earnings  next  year.  "But  if 
inflation  continues  and  money  remains 
tight,"  Gerstacker  concedes,  "we  are 
going  to  need  between  1.53s  and  2% 
price  increases  to  get  significantly 
ahead  of  rising  costs."  The  chances  of 
such  increases  materializing,  however, 
are  not  verj  <jood. 

Dow's  reported  earnings  are  in  fur- 
ther question  because  its  reported  fig- 
ures do  not  consolidate  a  number  of 
joint  ventures.  The  German  Phrix  ven- 
ture is  onh  one  of  such.  In  the  U.S 
both  Dow  Badische  (synthetic  fibers) 
and  Ethyl-Dow  (gasoline  additives) 
are  known  to  have  lost  a  potful  of 
money  in  recent  years,  and  another  was 
doing  so  badly  Dow  sold  it  out.  Over- 
all, in  fact,  Dow's  50%-owned  domestic 
companies  lost  S8  million  last  year  vs. 
a  $20-rnillion  combined  profit  as  re- 
cently as  1966.  Yet,  in  spite  of  this 
overall  loss,  Dow's  figures  last  year— 
and  this— reflect  dividends  received 
from  several  other  joint  ventures. 

"Dow  Corning  and  another  venture 
have  been  making  good  money  all 
along,"  Gerstacker  explains,  "and  they 
have  been  paying  the  dividends.  The 
money  losers  never  paid  dividends." 
Thus,  with  the  aid  of  generally  ac- 
cepted accounting  principles,  Dow  has 
had  it  both  ways— profiting  when  its 
affiliates  profit,  but  not  reflecting  the 
losses  in  earnings  when  they  lose.  It 
would  be  awkward  for  Dow,  and  oth- 
ers using  the  cost  basis,  to  say  the 
least,  if  the  accountants  should  decide 
to  require  equity  accounting  for  joint 
ventures,  as  they  are  now  consider- 
ing; for  this  would  force  Dow  to  con- 
solidate its  losses.  Fortunately  Ger- 
stacker claims  that  most  of  the  losses 
have  been  stopped  in  these  affiliates, 
for  the  time  being  at  least. 
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Today,  'mug,'  meaning  cup,  is  rapidly  being  overshadowed  by  'mug' 
meaning  assault  and  strong-arm  robbery. 

Except  in  Milwaukee,  the  safest  large  city  in  the  country. 

In  Milwaukee,  'mug'  still  evokes  the  traditional  gemutlichkeit  of 
friendship,  good  food,  and  drink. 

Nationwide,  serious  crime  increased  by  11%  in  1969  according 
to  FBI  figures.  In  Milwaukee,  serious  crime  decreased  by  14%,  con- 
tinuing an  impressive  record  of  crime  control  and  reduction. 

That's  very  important  when  you're  thinking  of  moving  your  plant 
or  business  —  and  your  people. 

Write  or  call  the  Division  of  Economic  Development  for  the  infor- 
mation you  need  on  Milwaukee  as  your  best  move.  Better  yet,  pay 
a  visit  or  hold  your  next  sales  meeting  or  convention  in  Milwaukee. 

You'll  agree  that  Milwaukee's  gemutlichkeit  is  truly  a  refreshing 
way  of  life. 

Write  Dept.  FBS-1  1 70  for  Gemutlichkeit  folder. 

DEPARTMENT   OF   CITY    DEVELOPMENT 

Division   of   Economic   Development 
City  Hall  —  Milwaukee,  Wisconsin   53202 

Milwaukee:  a  beautiful  way  of  life 

^Milwaukee   hospitality,   gracious   living,   concern  for  neighbors,   cordial  acceptance  and  friendliness. 
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If  you  owned  a  farm  in  1931,  this  could  be 
the  best  thing  that  ever  happened  to  it. 


This  could  be  the  picture 
of  the  end  of  a  lifetime's  sweat 
and  hopes  and  dreams. 

It  could  also  be  a  picture 
of  the  beginning  of  their  ful- 
fillment. 

It  could  depend  on  wheth- 
er or  not  the  mortgage  on  the 
farm  was  held  by  Metropolitan 
Life. 

In  1 931,  we  figured  that  be- 
tween  the  winds,  the  floods, 
the  droughts,  and  the  Crash, 
farmers  had  enough  problems 
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without  us  adding  to  them. 

So  instead  of  throwing 
good  farmers  off  their  land,  we 
rented  it  back  to  them. 

We  showed  them  how  to 
build  up  their  worn-out  soil. 
We  finished  repairs  they  never 
had  the  cash  to  start.  And,  in 
the  process,  we  helped  them 
make  enough  money  to  buy 
the  land  back  outright. 

Since  then,  the  farmers 
have  done  even  better  under 
their  own  management  than 


ours.  But  still,  we've  been  help- 
ing farmers  and  ranchers  to 
the  tune  of  more  than  a  billion 
dollars'  worth  of  loans. 

And  some  of  that  help  is 
going  to  grandchildren  and 
great-grandchildren  of  the 
men  whose  1,648,000  acres  of 
farmland  might  otherwise  be 
wasteland. 

^J  Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 
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None  of  this  is  to  suggest  that  Dow 
is  not  a  well-run  company— only  that 
it  is  far  from  a  miracle  worker,  able 
to  produce  growth  in  bad  times.  Even 
the  company's  detractors  have  noth- 
ing but  admiration  for  the  way  Dow 
runs  its  chemical  and  other  opera- 
tions. Dow  has  two  pluses  working 
for  it  at  present.  Its  plastics  and  pack- 
aging business  has  grown  horn  S522 
million  at  the  end  of  1968  to  about 
S660  million  currently,  and  operating 
income  rose  even  faster,  from  $57  mil- 
lion to  just  under  $100  million. 

Also  on  the  credit  side,  this  year 
some  38?  of  Dow's  S1.8-billion  reve- 
nues and  44"?  of  its  earnings  are  com- 
ing from  Europe,  Canada,  Asia  and 
Latin  America  vs.  less  than  25'?  five 
years  ago.  This  is  a  tribute  to  the  com- 
pany's skill  at  challenging  the  long- 
established  European  chemical  com- 
panies on  their  home  ground.  It  also 
reflects  to  some  extent  acquisitions 
Dow  has  made  abroad  in  recent  years 
in  the  drug  field,  including  the  big 
Italian  pharmaceutical  maker,  Gruppo 
Lepetit,  S.p.A. 

Slowdown 

But  there  may  be  a  slackening  off, 
either  late  in  1970  or  early  1971,  in 
Europe,  particularly  in  Germain  where 
the  Big  Three  German  chemical  com- 
bines have  all  reported  slowdowns  in 
sales  growth  and  declines  in  profits. 
Dow  will  probably  begin  showing  the 
same  pattern. 

On  top  of  this,  Dow  is  in  the  midst 
of  a  huge  expansion  (  $250  million)  of 
a  chemical  complex  in  Stade,  Ger- 
main, the  first  phase  of  which  will  be 
completed  late  next  year.  The  fact  is 
that,  in  the  face  of  all  these  problems, 
Dow  is  going  on  with  its  long-range 
policy  of  continuing  to  expand  in  spite 
of  temporary  setbacks.  Capital  spend- 
ing last  year  was  a  record  $371  mil- 
lion—more than  $12  a  share— and  this 
year  it  will  be  $350  million.  An  in- 
evitable consequence  of  this  expan- 
sionism is  that  depreciation  and  inter- 
est charges  continue  to  mount,  and  so 
•will  start-up  costs. 

With  all  this,  and  with  so  many  of 
its  bookkeeping  options  already  taken, 
Dow  will  almost  certainly  report  lower 
earnings  this  year  and  part  of  next 
year.  How  much  lower?  Nine-month 
earnings  were  $3.46  a  share,  down 
11%  on  a  ~i%  increase  in  sales  to  rough- 
ly $1.4  billion. 

Over  the  long  term,  Dow's  vaunt- 
ed skills  may  yet  reassert  themselves. 
But  the  more  immediate  prospects  are 
clearly  reflected  in  Dow's  recent  mar- 
ket price.  It  recently  sold  at  14  times 
earnings,  about  in  line  with  the  price 
of  the  Dow  Jones  industrials;  in  the 
mid-Sixties  Dow  sold  as  high  as  25 
times  earnings.   ■ 


He  believes  in  doing 

his  work  right  the  first  time* 

He's  an  Iowan* 


He's  the  kind  of  person  who  doesn't  have  to  be  told  what  to  do  ...  or 
watched  while  he's  doing  it.  He's  intelligent,  well-educated,  good  with  his 
hands  .  .  .  many  like  him  have  an  agricultural  background  and  are  used  to 
working  with  machinery. 

And  for  the  past  twenty-five  years  he  and  thousands  like  him  have  moved 

into  industrial  work.  They  have  made  Iowa  plants  among  the  most  efficient 

in  the  nation  ...  so  efficient  that  127  of  America's 

top  500  companies  now  operate  516  plants  in 

Iowa.   For  information   on   Iowa's  quality  work 

force  —  workers  who  work  —  write  or  phone     3  pl8Ce  tO  2rOW 

515-281-3251. 

Norman  Davidson,  Sioux  City,  Iowa 


Iowa 


Iowa  Development  Commission 
250  Jewett  Bldg.,  Dept.  FB-11, 
Des  Moines,  Iowa  50309 

Please  send  me  information  on  industrial  opportunities  in  Iowa. 

NAME     

FIRM     


ADDRESS 
CITY 


STATE 


ZIP 
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The  Money  Men 


The  Generation  Gap 

W  i'i  i.  BEGIN  by  recognizing  that 
older  people  tend  to  be  pessimistic 
when  faced  with  change;  it's  only 
natural,  because  they  feel  comfort- 
able with  die  olci  ways,  lint  this 
hardly  means  that  the  elders 
shouldn't  he  listened  to;  after  all, 
with  their  long  view  of  things,  they 
are  less  likely  to  he  carried  away  by 
short-term  hopes  and  fears. 

With  this  disclaimer,  we'll  report 
that  two  of  the  U.S.'  senior  money 
managers  have  recently  delivered 
themselves  of  extremely  pessimistic 
opinions  on  the  prospects  for  inves- 
tors and  businessmen. 

"Uncontrolled  inflation  seems  un- 
avoidable—a serious  business  de- 
pression will  create  social  revolu- 
tion and  confiscation  of  property  of 
the  'haves'  by  the  'have-nots.'  "  This 
is  T.  Rowe  Price  speaking  in  a  re- 
cent pamphlet,  the  72-year-old  Bal- 
timore investment  manager  whose 
no-load  mutual  funds  and  invest- 
ment counseling  business  manage 
some  $2.7  billion. 

"We're  in  a  new  environment 
now,  and  the  average  stock  of  the 
Seventies  may  turn  out  to  be  a  poor 
investment."  These  words  were  re- 
cently written  by  David  Babson, 
the  69-year-old  shrewd  Bostonian 
whose  investment  counseling  firm 
manages  over  $1.5  billion. 

Shaken  by  so  much  pessimism 
from  two  such  wise  men,  we  sent 
Researcher  Suzanne  Fogelson  to  in- 
terview the  two.  We  wanted  to  ask 
each  of  them  a  very  simple  ques- 
tion: Given  your  view  of  the  future, 
what  are  yon  advising  your  clients? 

First  she  talked  with  Price,  a 
gentle  man,  soft-spoken  and  neatly 
dressed  and  wearing  a  habitual  rose 
in  his  lapel.  He  was  much  less  pes- 
simistic in  person  than  he  was  on 
paper.  He  explained,  "I  believe  in 
preparing  for  the  worst,  and  hoping 
to  heaven  the  worst  never  occurs." 
However,  he  isn't  at  all  sure  the 
worst  won't  happen.  Price  feels  if 
the  Government  doesn't  correct  the 
causes  of  inflation  dramatically— 
rather  than  pursuing  what  he  calls 
its  "feeble  effort"— then  the  nation 
will  undergo  two  or  three  different 
periods  of  mounting  inflation.  The 
majority  of  Americans  will  then  get 
so  frightened  because  the  American 
dollar  isn't  buying  what  they 
thought  it  would,  that  they'll  lose 
confidence  in  it.  "That's  when  the 


masses  take  over,"  says  Price,  "and 
I  think  we'll  have  chaos.  I'm  hoping 
it  won't  happen." 

So,  what  does  he  suggest  for  in- 
vestors? First  of  all,  that  the  inves- 
tor will  have  to  use  far  greater  dis- 
cretion in  choosing  his  stocks.  For 
the  "new  era,"  Price  has  a  number 
of  suggestions.  First,  there  are  the 
consumer  and  service  stocks,  stable 
growth  stocks  that  fluctuate  little 
with  the  business  cycle.  These  may 
be  blue  chips,  or  they  may  be  small 
companies  with  high  rates  of  earn- 
ings growth.  Then  there  are  the 
science  and  technology  stocks,  ei- 
ther stable  or  cyclical,  in  areas  like 
data  processing,  office  equipment 
and  electronic  labor-saving  devices. 
Then,  most  important  of  all,  there 
are  the  natural  resource  stocks.  "All 
of  these  industries,"  he  says,  "are 
good  investments  where  the  supply 
is  limited  and  where  the  demand 
is  increasing." 

He  went  on:  "When  there  is  a 
flight  from  the  dollar,  people  will 
be  paying  more  attention  to  assets. 
I  believe  in  owning  real  estate,  the 
type  that  is  not  subject  to  high  taxes 
and  operating  expenses,  valuable 
land  for  producing  crops  and  cat- 
tle, which  is  strategically  located 
near  population  centers.  That  is  one 
of  the  reasons  I  like  Newhall  Land 
&  Farming." 

Price  also  likes  those  companies 
with  holdings  of  metals— silver,  cop- 
per and  molybdenum.  He  especially 
likes  gold,  because  "with  an  infla- 
tionary spiral  you  have  to  go  back 
to  something  tangible,  and  gold  is 
the  thing." 

This  may  surprise  you,  but  Price 
feels  that  cash  is  an  important, 
very  important,  thing  to  have  in  an 
inflationary  period.  By  cash,  he 
means  money  in  the  bank  or  se- 
curities you  can  turn  into  cash  in 
an  emergency,  such  as  short-term 
Treasury  bills  or  notes.  Why  cash? 
So  that  the  investor  can  buy  the 
right  investments  when  the  prices 
have  gone  way  down  during  the 
"panic"  periods  that  characterize 
runaway  inflation.  "In  such  a  period 
you're  going  to  need  these  liquid 
sources  to  buy  the  things  the  other 
fellow  has  to  sell." 

Miss  Fogelson  thanked  Mr.  Price 
and  caught  a  plane  for  Boston. 
What  did  the  tweedy,  pipesmoking 
sportsman  Babson  have  to  say 
about  all  this?  He  is  angry  and 
frustrated,  he  says,  because  he  sees 
no  workable  solution   to  the  infla- 


Pri'ce  of  T.  Rowe  Price 


tion  problem.  "We've  gone  beyond 
the  point  of  no  return  in  this  coun- 
try. I  don't  believe  there's  any  stop- 
ping these  trends.  Inflation  is  caused 
by  just  two  things:  excessive  gov- 
ernment spending  and  taxation  and 
the  union-labor  monopoly.  But  how 
politically  can  you  prevent  either 
one  of  them? 

"Every  nation  that  has  long  spent 
more  than  it  took  in  through  its 
taxes  has  destroyed  its  currency, 
and  every  nation  that  has  destroyed 
its  currency  has  had  a  revolution. 
I  don't  understand  why  this  nation 
thinks  it  can  do  something  that  no 
other  nation  in  history  has  ever 
been  able  to  do." 

As  a  professional  money  man- 
ager, however,  Babson  can't  just 
throw  up  his  hands  and  head  for 
the  hills.  What  does  he  recommend 
people  do  to  protect  themselves? 
Like  Price,  he  warns  them  to  be 
fanatically  careful  about  picking  in- 
vestments. "We're  in  a  new  en- 
vironment now,  and  the  penalties 
of  being  wrong  in  stock  selection 
will  be  more  costly.  You've  got  to 
(Continued  on  page  51) 
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Portland.  ..by  Willy  Mucha.  For  a  11"x14". 
4-co/or  print  of  this  renowned  international 
impressionist's  painting,  write  to  Department  A-2. 
Phelps  Dodge  Industries.  300  Park  Avenue.  New  York. 
New  York  10022. 


Portland... 

Historic  hub  of  the 
Northwest.  Railhead 
and  port  city.  Busy. 
Thriving.  Ever-growing. 
A  Phelps  Dodge  City 
where  it's  all 
happening. 


Our  "turned-on"  subsidiary 

Turn  on  a  garden  hose,  a  gas  or 
steam  line,  and  chances  are  you're 
doing  it  with  a  valve  made  by  Lee 
Brothers  Corporation  (sold  with  either 
a  "PD"  or  "Lee"  brand).  A  subsidiary 
of  Phelps  Dodge,  Lee  Brothers  is 
one  of  the  country's  largest  manufac- 
turers of  cast  bronze  valves  and 
fittings,  wrot  copper  fittings,  and 
bushings  and  bearings.  With  head- 
quarters in  Anniston,  Alabama,  their 
products  are  stocked  in  warehouses 
throughout  the  country. .  .and  sold  by 
plumbing  suppliers  everywhere. 

Look  around  Portland,  and  you 
will  find  hundreds  of  other  Phelps 
Dodge  products  at  work... our  low- 
and  high-voltage  power  cable,  elec- 
trical conduit,  telephone  and  coaxial 
cables,  magnet  wire... our  heat 
exchanger  tubes,  gas,  plumbing,  air 
conditioning  and  refrigeration  tubing. 
All  the  Phelps  Dodge  copper,  alumi- 
num and  alloy  products  at  work, 
serving  Portland  and  America 
everywhere. 

phelps 
dodge 

Copper  Aluminum  MM  Alloy  Products 


The  Money  Men 


(Continued  from  page  46) 
be  in   the  really  unique,  well-run 
and    well-managed    company   with 
the  right  characteristics,  and  there 
aren't  very  many. 

"IBM,  Merck,  3M.  These  select 
companies  sell  at  high  price/ earn- 
ings ratios  because  of  their  popu- 
larity, but  he  careful.  If  you're 
wrong  in  the  selection  of  these, 
you're  going  to  get  murdered." 

Babson  judges  stock  groups  by 
their  inflation-resistant  characteris- 
tics. They  must  have  five  qualifi- 
cations: 1)  strong  demand  growth; 
2)  low  labor  costs;  3)  high  profit 
margins;  4)  small  capital  require- 
ments; and  5)  the  ability  to  raise 
prices  as  their  costs  go  up.  This 
last— pricing  flexibility— he  regards 
as  all-important,  and  it  rules  out 
such  industries  as  steel,  the  railroads 
and  the  airlines. 

The  industries  Babson  regards  as 
having  these  precious  qualifications 
he  divides  into  three  groups:  1) 
the  research-oriented  companies 
that  bring  out  new  products,  i.e., 
ethical  drugs,  electronic  instru- 
ments; 2)  firms  that  offer  goods 
or  services  where  performance  is 
more  important  than  price,  such  as 
computers,  office  copiers,  medical 
equipment;  and  3)  manufacturers 
of  noncritical  items  whose  prices 
can  be  increased  without  attract- 
ing the  attention  of  Ralph  Nader, 
i.e.,  soft  drinks,  cosmetics. 

As  for  all  the  rest,  the  bulk  of 
the  old-line  companies,  says  Bab- 
son: "Those  blue  chips  lacking  the 
five  qualifications  won't  be  very  at- 
tractive. It  would  be  wiser  to  in- 
vest in  bonds  with  at  least  an  8%  to 
9%  yield,  without  the  risk  of  equity 
investment." 

All  of  this  left  our  reporter  so 
depressed  about  investment  pros- 
pects that  she  decided  to  seek  out  a 
younger  money  man  and  ask  what 
he  thought.  The  trail  led  to  Orville 
Weiszhaar,  33,  who  runs  First  Si- 
erra Fund  and  is  primarily  respon- 
sible for  the  investment  of  Jeno 
Paulucci's  $100-million  fortune. 
He  left  our  reporter  feeling  con- 
siderably better. 

"Oh  yes,  I  agree  we  are  in  a  so- 
cial revolution,"  he  said,  "but  I 
don't  believe  it  means  the  end  of 
the  world  for  investors.  Sure,  we 
are  in  the  midst  of  changing  pri- 
orities in  the  U.S.  and  this,  natural- 
ly, worries  older  people.  But  I  don't 
think  private  property  will  be  abol- 
ished. Nor  do  I  think  the  old-line 


Babson  of  David  L    Babson 

companies  are  automatically  dead- 
end investments."  Weiszhaar  feels 
that  the  social  change  will  create 
as  many  opportunities  as  it  destroys. 

"Look,"  he  says,  "at  the  Black 
Revolution.  They  no  longer  want 
to  be  maids  or  janitors.  Okay,  so 
that  creates  big  opportunities  for 
companies  that  can  develop  house- 
cleaning  services,  for  example,  or 
baby-care  stuff. 

"And  pollution?  Migawd,  some- 
body's got  to  create  the  products 
to  solve  it.  Or  housing.  Boeing 
knows  how  to  make  containers.  All 
they  have  to  do  is  take  off  the 
wings  and  wheels.  The  same  kind 
of  switch  could  benefit  hundreds 
of  companies. 

"Why  panic  because  people 
want  to  change  things?  If  people 
weren't  trying  to  change  things, 
then  I'd  be  pessimistic." 

So  there  you  have  the  view  from 
two  sides  of  the  generation  gap. 
We  don't  know  which  side  is  right; 
maybe,  in  their  own  way,  both  are. 
All  we  know  is  that  the  wise  man 
listens  to  both  sides  and  then  makes 
up  his  own  mind.   ■ 
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The  Richest  Graveyard 

Pro  basketball  seems  on  the  threshold  of  a  golden  era, 
but  many  a  pro  team  may  not  survive  to  enjoy  it. 


AS     PROFESSIONAL     BASKETBALL    enters 

its  Silver  Anniversary  year,  it  would 
appear  to  have  everything  going  for  it. 
Drawing  on  the  millions  of  spectators 
preconditioned  by  attendance  at  tens 
of  thousands  of  high  school  and  col- 
lege games,  the  pro  version  is  sudden- 
ly the  nation's  fastest-growing  sport. 
With  new  television  contracts  worth 
an  estimated  $7  million  a  year  and  the 
champion  New  York  Knickerbockers 
generating  intense  nationwide  public- 
ity, you  might  think  the  pro  teams 
could  hardly  lose. 

But  the  fact  is  that  most  teams  are 
in  the  red,  and  some  will  not  survive 
to  take  their  cut  when  the  really  big 
money  starts  rolling  in  three  years 
from  now  on  the  next  round  of  com- 


A  $500,000  Trio.  That's  the 
combined  pay  of  the  Lakers' 
Wilt  Chamberlain  and  Elgin 
Baylor  and  the  Knicks'  shoot- 
er Willis  Reed.  Are  they 
worth  it?  Stars  draw  fans. 
Both  teams  make  a  prof- 
it;   24     others    lose    money. 


mercial  and  cable-TV  contracts.  Com- 
missioner Jack  Dolph  of  the  four-year- 
old  American  Basketball  Association 
says  that  five  of  his  11  teams  could 
fold  by  next  season;  and  he  adds,  "A 
few  in  the  other  league  [the  older  and 
better-established  National  Basketball 
Association]  could  go,  too." 

Lest  this  be  dismissed  as  a  com- 
petitor's snide  comment,  let  it  be  noted 
that  only  four  NBA  teams  made  a 
profit  last  season— the  Milwaukee 
Bucks  with  Lew  Alcindor,  the  Los  An- 
geles Lakers  with  Wilt  Chamberlain, 
the  Seattle  SuperSonics  and  the  New 
York  Knicks.  Indeed,  the  Knicks  posted 
pretax  earnings  estimated  at  $3.5  mil- 
lion on  $6  million  in  revenues.  Per- 
haps two  other  NBA  clubs  with  paper 
losses  had  positive  cash  flows.  How- 
ever, all  other  NBA  teams,  and  all  11 
ABA  teams,  lost  from  $100,000  to  $1 
million  each.  And  the  ABA  was  forced 
to  take  over  two  failing  franchises 
when,  in  one  case,  players'  paychecks 
bounced  higher  than  a  basketball.  In 
this  perilous  setting,  both  leagues  con- 
tinue to  add  new  owners— the  NBA 
has  just  added  three— and  the  players 
continue  to  demand  raises  ranging 
from  $50,000  to  $300,000,  which  are 
sending  operating  costs  through  the 
roof. 

What's  wrong?  "The  basic  greed 
and  avarice  of  certain  owners  and 
players  is  behind  most  of  pro  basket- 
ball's problems,"  says  a  former  NBA 
owner  who  is  understandably  reluc- 
tant to  be  quoted  by  name. 

The  pattern  was  set  in  the  early 
1960s  when  the  weaker  NBA  teams 
requested  that  ticket  proceeds  (some 
65%  of  total  revenues)  be  shared  be- 
tween home  and  visiting  teams.  The 
rich  teams  pushed  instead  for  expan- 
sion—the sport's  version  of  fast-buck 
franchising.  Each  time  a  franchise  was 
granted,  the  existing  teams  divided 
the  proceeds— $18.6  million  over  the 
past  three  years  alone  from  seven  new 
owners.  It  was  the  staff  of  life  for  the 
weaklings;  for  the  rich,  it  was  all 
gravy.  When  questioned  about  this 
pivotal  decision,  long-time  NBA  Com- 
missioner Walter  Kennedy  said:  "Gate 
sharing  is  a  matter  for  the  owners  to 
decide.  I  don't  get  involved." 

Despite  the  occasional  cash  trans- 
fusions from  expansion,  the  weak 
clubs  remained  weak.  And  after  the 
ABA  was  formed,  the  thinly  capital- 
ized sportsmen-owners  were  replaced 
by  hard-eyed  operators  whose  most 
notable  talent  lay  in  devising  gim- 
micks to  squeeze  a  buck  out  of  a  club, 


often  by  selling  it  to  a  new  owner.  In     ' 
effect,  the  transient  owners  treat  their 
teams    as    if    they   were   real    estate,    , 
which  is  often  depreciated  and  then 
sold.   It's  a  neat  trick— except  that  a 
ball  team  is  not  real  estate. 

Take  the  Boston  Celtics  (and  one  , 
undoubtedly  could,  at  a  price).  Since 
its  original  owner  died  in  1964,  the 
team  has"  had  six  changes  of  owner- 
ship, and  current  litigation  could 
bring  a  seventh.  "None  of  the  new 
owners,"  says  a  players'  attorney,  "put 
up  enough  cash  to  keep  the  club  via- 
ble." Now  the  team,  once  the  peren- 
nial champion,  is  a  loser  both  on  the 
court  and  at  the  box  office.  As  the 
team's  fortunes  have  slipped,  the  sell- 
out deals  have  involved  less  and  less 
cash.  In  last  season's  sale,  $4.5  million 
of  the  reported  $6-million  price  con- 
sisted of  advertising  services  that  buy- 
er Trans  National  Communications 
promised  to  perform  for  the  seller, 
the     Ballantine    beer     subsidiary    of 


A  Ticket  Scalper  scores 
again  outside  Madison 
Square  Garden.  He  (right) 
is  one  of  1 1  regulars  who 
clear  about  $300  a  game 
by  selling  scarce  Knick  tickets 
at  $2  to  $6  above  face  value. 
The  record:  $150  for  two 
$10  seats  at  last  season's 
championship  game.  Most 
scalper  tickets  come  from 
the  Garden's  own  ticket 
agents,  who  hold  back  up  to 
1,000  good  seats  a  game. 
The  scalpers  pay  a  $1  pre- 
mium per  ticket,  and  some- 
times also  split  a  game's  take 
with  key  ticket  agents.  Gar- 
den management  dismisses 
scalping  as  a  "police  matter." 
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All  our  bankers  aren't  bankers,  anymore. 


Meet  our  expert  in  Corporate  Finance. 

The  day  we  hired  Sam  Myer  to  help  direct  our  new  Finan- 
cial Consulting  Service,  we  acquired  23  years  of  experience 
in  financial  counseling.  Experience  with  some  of  the  coun- 
try's finest  investment  banking  and  brokerage  firms. 

Now,  big  or  small  businesses  and,  in  fact,  any  organiza- 
tion requiring  financial  planning,  can  come  to  us  in  strictest 
confidence  and  get  answers  to  such  questions  as: 

How  much  money  will  we  need  to  implement  our  plans 
for  growth?  How  much  of  it  should  be  raised  externally? 

Should  we  go  public? 
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Should  we  have  more  debt?  Should  it  be  long  term? 

What  will  different  types  of  money  cost  us?  What  money 
market  should  we  enter?  And  when? 

A  year  ago,  we  couldn't  begin  to  answer  questions  like 
these.  If  we  got  any,  we'd  refer  them  to  appropriate  financial 
specialists. 

Today,  when  a  customer  asks  a  question  about  capitaliza- 
tion or  capital  growth,  we  can  give  him  the  answer  of  an 
expert.  Ours. 

First  Pennsylvania  Bank 

The  First  Pennsylvania  Banking  and  Trust  Company 
15th  and  Chestnut  Sts.,  Philadelphia,  Pa.  19101 
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HARDWARES  GENERAL  STORE 


^ 


O1970 
Box  239E,  Lynchburg,  Tenn.  37352 

Authentic  Jack  Daniel's 
Old-Time  Tennessee 
Whiskey 

JugsjQ 


I  have  exclusive  access  to  these 
old-time  jugs,  just  I  ike  the  ones  Jack 
Daniel's  Distillery  sold  whiskey  in 
before  bottles  were  used.  They  are 
glazed  ceramic  inside  and  out, 
ideal  as  patio  ornaments,  serving 
jugs  or  bar  pitchers.  I  also  sell 
other  items,  such  as  old  labels, 
advertising  posters,  and  fancy  de- 
canters, as  well  as  old-Tennessee 
things  like  country  hams,  walking 
sticks  and  whittling  kits.  For  a  full 
catalog  of  unusual  items  from  the 
Tennessee  hills,  send  25^  to  my 
store  and  I'll  mail  you  one  directly. 

D    1.)  gallon  jugs,  $7.00  each 
□    2.)  '/2-gallon  jugs.  $5.00  each. 
D   3.)  quart  jugs,  $4.00  each. 

Check  or  Money  Order  Only 


k 


(Tennessee  residents,  add  3%  sales  tax) 


A 


Fiberglass 


HATTERAS 


William  Atkinson,  Hansen  Flor- 
ida west  coast  Hatteras  represen- 
tative, has  much  experience  year 
around  fitting  out  both  wood  and 
fiberglass  boats.  The  Hatteras  he 
says  saves  about  80%  on  hull 
upkeep.  Write  for  dealer's  name. 
For  portfolio  of  color  literature, 
enclose  $1.00.  Send  to  2573  Kivett 
Drive,  High  Point,  N.  C.  27261 


'I* 


Hatteras  Yacht  Division 

North  American  Rockwell 


Manhattan's  Investors  Funding  Corp. 

Another  way  to  profit  from  a  losing 
club  is  to  sell  shares  to  the  ultimate 
buyer— the  sports  fan.  National  Gen- 
eral Corp.'s  Eugene  Klein,  Sam  Schul- 
man  and  others  did  just  that  last  year 
with  their  Seatde  expansion  team.  The 
club  lost  $577,000  between  1967  and 
1969,  but  the  owners  raised  virtually 
all  the  cash  needed  to  sustain  such 
losses  by  borrowing  and  by  selling 
stock  to  friends  like  Burt  Kleiner,  Lio- 
nel Bell  and  Pierre  Salinger  at  $2.35 
a  share.  Klein's  and  Schulman's  own 
purchases  were  at  2  cents  a  share. 
Then  last  year  the  public  was  let  in  at 
$7  a  share;  the  insiders  cleared 
$343,000  while  keeping  57%  control. 

Of  course,  increasing  operating 
losses  have  made  teams  harder  to  sell 
these  days.  For  example,  Wall  Street's 
Newburger  Loeb  &  Co.  bought  the 
NBA's  new  Buffalo  franchise  for  $3.7 
million  early  this  year,  planning  to  sell 
it  to  12  investors.  But  after  the  mar- 
ket break,  the  prospective  buyers 
stopped  answering  their  phones.  For 
months,  Newburger  seemed  stuck 
with  the  team  and  its  estimated  op- 
erating losses  of  about  $600,000  a 
year.  Last  month,  however,  Newburg- 
er sold  the  club  to  a  Buffalo  business- 
man—for just  over  $3.7  million. 

Some  of  the  reasons  for  pro  basket- 
ball's operating  losses  are  common  to 
any  business— sloppy  cost  control,  etc. 
Others  are  special— for  instance,  the 
size  and  cost  of  a  team's  playing  arena 
(over  which  an  owner  has  relatively 


little  control),  and  particularly  the 
need  to  build  a  winning  team,  which 
today  involves  a  costly  gamble  on  op- 
portunistic athletes  intent  on  getting 
theirs  while  the  getting  is  good. 

The  NBA's  Detroit  Pistons  is  a  case 
in  point.  After  losing  money  in  24  of 
its  25  years,  the  club  wanted  6-foot- 
1 1-inch  Bob  Lanier  of  St.  Bonaventure 
so  badly  that  it  agreed  to  take  him 
despite  a  severely  injured  knee.  The 
rookie  signed  a  $1.5-million  five-year 
contract  sitting  in  a  hospital  wheel- 
chair after  knee  surgery.  Now  several 
veterans  around  the  league,  underpaid 
by  comparison,  want  salaries  starting 
at  $200,000  a  year.  Already  several 
NBA  teams— including  the  Knicks, 
Lakers,  Philadelphia  76ers  and  At- 
lanta Hawks  (see  box)— have  payrolls 
(for  a  dozen  players)  that  are  ap- 
proaching $1  million. 

Such  salaries  are  draining  away  the 
pro  teams'  gains  in  TV  revenues,  and 
they  could  as  easily  siphon  off  any 
potential  gains  from  pay  TV,  which 
some  savvy  observers  see  as  pro  bas- 
ketball's last  best  hope.  Indeed,  the 
odds  are  that  this  will  happen  unless 
the  NBA  and  ABA  merge  and  stop 
bidding  against  one  another  for  the 
same  college  stars  or  even  occasional 
veterans  already  under  contract. 

The  two  leagues  have  gotten  the 
message.  They  are  now  asking  Con- 
gress for  a  special  antitrust  exemption 
to  permit  a  merger.  And  what  about 
the  players?  The  majority  are  suing 
to  block  it.   ■ 


The  Homeless  Hawks 


Tom  Cousins,  president  of  the  $19- 
million  Cousins  Properties  Inc., 
wanted  to  develop  40  acres  of  air 
rights  in  the  heart  of  Atlanta.  So  he 
paid  $3.2  million  for  a  pro  basket- 
ball team  in  1968,  hoping  to  coax 
his  hometown  politicians  into  fi- 
nancing a  sports  coliseum  that  in 
turn  would  trigger  the  develop- 
ment of  his  nearby  property. 

It  has  been  downhill  ever  since. 
The  city,  which  took  a  beating  on 
its  baseball  stadium,  backed  away 
from  the  coliseum.  And  the  Atlanta 
Hawks  became  a  worrisome  drain 
on  Cousins'  personal  resources.  All 
told,  the  team's  player  salaries  and 
losses  are  among  the  highest  in  the 
sport— about  $1  million  each. 

When  Cousins  bought  the  then 
St.  Louis-based  team  from  its  frugal 
sportsman-owner,  salaries  averaged 
$19,000  a  man.  Cousins  handed 
out  raises.  However,  the  team's 
black  center,  who  didn't  want  to 
live  in  the  South  anyway,  quit  to 
join  the  American  Basketball  Asso- 
ciation, and  still  another  black  start- 


er asked  to  be  traded  (and  was). 

Cousins  opened  the  salary  flood- 
gates. This  spring,  as  Atlanta  again 
considered  funding  the  arena,  he 
signed  "Pistol"  Pete  Maravich,  the 
highest  scorer  in  college  history,  to 
a  five-year,  $2-million  contract. 
The  rookie— a  white  southerner- 
could  earn  his  keep  in  a  coliseum, 
but  not  in  the  dinky  6,996-seat 
gym  the  Hawks  call  home. 

What's  more,  the  club's  other 
stars  want  parity.  Forward  Joe 
Caldwell  just  jumped  to  the  ABA 
because  the  Hawks  refused  to  pay 
him  $300,000  a  year.  Tom  Cousins' 
brother  Bob,  the  Hawks'  president, 
says  sadly:  "We  made  our  bed. 
Now  all  the  players  are  dissatis- 
fied." But  he  adds:  "We're  not  quit- 
ting. We  are  committed  to  two 
more  years,  for  better  or  worse." 

If  the  Hawks  get  a  new  arena, 
the  team  might  yet  pay  off  big. 
But  without  it,  Tom  Cousins  could 
well  be  one  of  the  owners  who  de- 
parts just  before  pro  basketball's 
golden  shower  begins. 


54 


FORBES,    NOVEMBER    15,    1970 


If  we  were  just  a  gas  company, 


over  3,500 

people  would  be  out  of  work. 

According  to  our  name  (Northern  Natural 
Gas  Company)  we're  a  gas  company. 
Nothing  more;  nothing  less.  But  according 
to  3,500  of  our  more  than  7,000 
employees,  we're  a  lot  more.  Like  a  plastics 
manufacturer  for  instance.  Or  a  maker 
of  polyethylene  film  for  packaging.  Or  the 
fabricator  of  ingredients  for  fabric 
softeners  or  detergents  or  pesticides.  Or 
a  leading  producer  of  anti-freeze.  Or  an 
extractor  of  helium  for  the  space  program. 
Or  the  distributor  of  propane 
or  butane  or  ethylene  glycol  or  hydrocarbons. 
Or  a  diversified  company  with  a  plant  and 
equipment  investment  of  over  one  billion 
dollars.  Just  another  gas  company? 
Take  another  look. 


t\ 


Northern 
Natural  Gas 
Company 


Horn*  Office:  Omaha,  Nebraska 


The  gas  company  thaf  s  something  else. 
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Part  of  our 

$50,000,000  bet 
that  we  can  solve 


Today  and  tomorrow. 

This  radar  senses  a  freight  car's  speed  in  our 
yards.  Almost  instantly,  a  trackside  brake  adjusts 
its  speed  —  controlled  by  part  of  the  industry's 
most  advanced  computer  complex. 

That's  just  a  sample  of  our  $50,000, OOO-plus 
investment  in  modern  communications/com- 
puter technology.  Add:  centralized  pushbutton 
traffic  control.  The  nation's  largest  private  micro- 
wave communications  network.  And  more. 

For  you  it  means  faster,  more  dependable 
service.  Because  we  have  tighter  traffic  control. 
Faster  answers  on  how  things  are 
going.  And  how  we  can  make  them  go 
better.  For  you.  Southern  Railway 
System,  Washington,  D.C.  r^^r^^ 


JVES  A  GREEN  LIGHT  TO  INNOVA  TIONS  THAT  SQUEEZE  THE  WASTE  OUT  OF  DISTRIBUTION 


The  moment  of  truth. 


About  10  to  15  per  cent  of  the  85  bil- 
lion business  envelopes  used  annually 
in  this  country  are  now  printed  with 
colorful  graphics.  Double  the  ratio 
of  a  few  years  ago. 

Why?  Because  unless  your  pros- 
pect opens  your  envelope,  you  haven't 
made  a  sale. 

You  haven't  even  made  a  call. 

Good  envelope  design  can  help. 
And  it  works  hard.  Every  envelope 
gets  fantastic  exposure.  It's  a  flex- 
ible medium.  And  the  advertising- 
space  is  free. 

We  supply  envelope  papers  to 
many  of  the  country's  leading  enve- 
lope makers.  So  we  see  what's  hap- 
pening. 

And  it's  beautiful. 

Union  Camp  Corporation,  Wayne, 
New  Jersey  07470 


Union  Camp 


Sfflfet 


/ 


«*-' 


Merchants  of  Death 

The  funeral  parlor  is  beginning  to  succumb 
to  the  blandishments  of  the  acquirers.  But 
future  undertakings  may  be  less  rewarding. 


If  there  are  stirrings  these  days  in 
the  funeral  parlor,  the  reason  is  not 
that  science  has  found  a  way  to  re- 
vive the  dead,  but  only  that  big  busi- 
ness is  moving  into  it.  Lately,  for  the 
few  companies  that  have  been  acquir- 
ing funeral  homes,  mortality  has  blos- 
somed into  a  first-rate  growth  indus- 
try. With  the  dead  and  the  living  be- 
ing what  they  are,  the  industry  ap- 
pears to  be  an  unstoppable  one,  a 
natural  for  continued  growth. 

There  are  about  eight  national  com- 
panies now  acquiring  funeral  homes, 
excluding  Kinney  National  Service, 
which  is  not  acquiring,  but  which  is 
still  probably  the  biggest  in  the  in- 
dustry (its  Funeral  revenues  now  run 
around  $15  million).  Of  the  active 
acquirers,  the  three  largest  are  Hous- 
ton's Service  Corp.  International,  In- 
ternational Funeral  Services  in  Des 
Moines  and  Oakridge  Holdings  of  Hill- 
side, 111.  Expansion  certainly  has  not 
hurt  their  earnings.  On  combined 
1969  revenues  of  $27  million,  up  122% 
from  1968,  they  earned  82. 1  million, 
more  than  in  1968.  With  syn- 
ergism like  that  even  in  the  early 
stages  of  acquisition,  there  is  little 
wonder  the  acquirers  continue  their 
getting  and  spending. 

The  funeral  home  is  tailor-made  for 
acquirers.  Like  most  businesses  found- 
ed on  conspicuous  consumption,  it  is 
highly  profitable,  and,  more  to  the 
point  perhaps,  it  has  the  lowest  failure 
rate  of  any  American  industry.  Tra- 
ditionally, it  has  been  a  family-owned- 
and-run  business,  handed  down  from 
father  to  son.  And  if  beating  the  drums 
for  business  is  unprofessional  and  ex- 
panding the  market  is  illegal,  the  fu- 


neral director  can  pretty  much  coin 
money  if  he  establishes  the  proper  rep- 
utation in  his  community.  It  is,  says 
Howard  C.  Raether,  executive  secre- 
tary of  the  National  Funeral  Direc- 
tors Association,  "a  personalized  busi- 
ness." So  the  goodwill  a  chain  buys 
is  more  than  an  accounting  item.  It  is 
your  friendly  neighborhood  funeral  di- 
rector and  the  cachet  that  he  has  in 
the  community. 

Rewards  on  Earth 

Not  only  are  funeral  services  highly 
profitable  (after  all,  what  other  busi- 
ness has  to  pay  so  little  attention  to 
price  considerations?),  they  are  also 
uncommonly  amenable  to  greater 
profitability  through  centralized  own- 
ership. Typically,  the  chains  acquire 
not  a  single  home  but  a  group  of 
them  in  an  area,  and  profit  from  cen- 
tralizing accounting  and  legal  serv- 
ices, automobile  operation,  livery  and 
embalming  services  and  from  the  more 
efficient  use  of  personnel.  The  total 
savings  in  labor  alone  can  be  substan- 
tial. According  to  Sam  P.  Douglass, 
who  is  president  of  Service  Corp.  In- 
ternational, which  is  the  second-largest 
chain,  about  35%  of  a  typical  funeral 
service  firm's  costs  consist  of  person- 
nel and  equipment. 

Paradoxically,  though  the  present 
chains  are  shaping  up  as  growth  com- 
panies, funeral  homes  in  themselves 
are  anything  but  a  growth  business. 
Death  may  be  more  certain  than 
taxes,  and  everyone  ranks  as  a  poten- 
tial.  customer  for  the  U.S.'  23,000 
funeral  homes,  but  a  massive  medical 
research  effort  is  dedicated  to  post- 
poning any  market  expansion  as  long 


as  possible.  Result:  a  death  rate— and 
a  market  potential— that  is  estimated 
to  grow  at  only  2.5%  a  year  through 
the  next  decade. 

Then,  too,  building  new  funeral 
homes  is  economically  unattractive, 
even  where  medical  technology  has 
not  succeeded  in  depressing  the 
growth  rate.  It  costs  between  $90,000 
and  $500,000  to  build  a  new  funeral 
home,  and  then  it  requires  years  more 
to  build  the  reputation  necessary  to 
make  it  profitable— longer  than  most 
corporate  entrepreneurs  can  afford  to 
wait.  The  problem  is  that  perhaps  80% 
of  a  funeral  home's  customers  use  it 
because  of  their  past  association  with 
it— not  quite  repeat  business,  but  re- 
peat visits.  "We  do  not  plan  to  build 
branches,"  Sam  Douglass  says.  "What 
we  want  to  do  is  become  affiliated 
with  reputable  old  firms." 

This  puts  the  funeral  home  owner 
in  a  particularly  advantageous  bar- 
gaining position.  His  home  is  desir- 
able because  so  much  of  its  value  is 
in  intangibles.  Therefore  he  is  under 
no  pressure  to  sell,  especially  for  stock 
that  is  going  at  high  price/ earnings 
multiples.  Then  too,  at  least  one  large, 
diversified  company  has  been  study- 
ing entry  into  the  field;  and  as  the 
competition  for  properties  rises,  the 
price  of  a  good  acquisition  is  likely  to 
rise  correspondingly. 

But  for  the  funeral  business,  even 
prospects  as  dazzling  as  these  are  not 
quite  unclouded.  As  any  funeral  di- 
rector knows,  funerals  are  for  the  liv- 
ing, and  the  trend  among  today's 
young  survivors  is  toward  simplicity, 
away  from  the  elaborate  and  costly 
ceremonies  of  their  parents.  Says  one 
funeral  director  who  inherited  a  58- 
year-old  business  in  a  middle-class 
suburban  community':  "Young  people 
today  want  to  get  it  over  with  as 
quickly  and  simply  as  possible." 

That  could  be  the  most  disquieting 
trend  of  all.   ■ 


Public  Image.  For  many  young  people,  the  funeral  is  an 
occasion  for  satire,  as  in  films  like  The  Loved  One  (be- 
low), or  for  hysteria,  like  Judy  Garland's  funeral  (right). 


Oklahoma 
labor  gives  you 
a  day's  work  tor 
a  day's  pay. 

Oklahoma's  labor  force  gives  a 
day's  work  for  a  day's  pay.  The 
average  dollar  output  per  worker 
is  $12,150  annually. 

In  addition,  time  lost  to  labor  dis- 
putes is  about  one-fifth  of  the  na- 
tional average. 

Oklahoma's  environmental  excel- 
lence is  highly  attractive  to  our 
growing  labor  force.  Comfortable 
living  costs  less  .  .  .  school  systems 
offer  high  quality  education  .  .  . 
recreational  facilities  are  plentiful. 

All  of  this  adds  up  to  the  good 
life  ...  an  environment  which  en- 
courages more  productivity. 

For  more  information  ($jJh/Jk 
write  or  call  Jay  C.     s^ylllCl 
Casey,  Director,        \jOOCl 

Industrial  Division.     CT  •!* 

J//C? 


¥ 


Industrial  Development 
"™     and  Park  Department 
500  Will  Roger*  Memorial  Building,  Suite  301 
Oklahoma  City,  Oklahoma  73105,  (405)  521-2401 


When  Rights  Go  Wrong 

Buying  stock  at  a  discount  seems  a  splendid  idea, 
but  it  doesn't  always  work  that  way  in  a  bear  market. 


This  hardly  seems  a  happy  time 
for  most  companies  to  make  new  of- 
ferings of  common  stock,  but  it  is  pre- 
cisely the  time  when  a  good  many 
companies  must  make  them.  They 
need  money,  and  in  an  increasing 
number  of  cases  they  have  already 
pushed  their  debt  far  beyond  the  point 
of  prudence. 

Hence  the  large  number  of  rights 
offerings  these  days.  Rights,  of  course, 
are  options  issued  to  shareholders  on  a 
pro-rata  basis,  allowing  them  to  buy 
additional  shares.  Usually,  the  offer- 
ings are  attractive  to  stockholders  be- 
cause the  subscription  price  is  some- 
what below  the  market  price;  thus 
the  stockholder  normally  either  exer- 
cises his  option  or  sells  it  to  someone 
else  who  exercises  it.  (If  a  company 
offers  one  new  share  at  $50  for  every 
15  held,  when  the  stock  is  at  $55, 
each  right  will  be  worth  about  33 
cents— since  15  rights  gives  the  privi- 
lege of  buying  one  share  at  $5  below 
the  market  price.) 

Not  all  rights  offerings  involve  com- 
mon stock.  Sometimes  they  involve 
convertible  debt  or  preferred  stocks, 
and  warrants  are  sometimes  added. 

In  theory,  companies  should  raise 
money  through   this  kind  of  offering 


when  things  are  going  well  and  their 
stock  commands  a  high  price.  But  it 
doesn't  work  that  way.  The  tight  mon- 
ey ah"d  credit  conditions  that  have 
helped  bring  the  stock  market  down 
have  also  forced  many  companies  into 
the  equity  market. 

For  American  Telephone  &  Tele- 
graph, whose  need  for  growth  money 
seems  almost  insatiable,  rights  offer- 
ings have  been  a  real  lifesaver.  Just 
last  spring,  for  example,  AT&T  raised 
$1.5  billion  in  the  biggest  rights  offer- 
ing of  them  all.  The  giant  utility 
sold  out  its  $100  packages,  consisting 
of  a  30-year  debenture  and  two  five- 
year  warrants,  which  the  market  val- 
ued at  $120.  Firms  like  Xerox  and 
Bulova  also  have  taken  the  rights 
route  for  capital  this  year.  The  Fed- 
eral National  Mortgage  Association  is 
scheduling  an  offering  of  1.1  million 
common  shares  on  a  one-for-eight 
held  basis.  And  Libby,  McNeill  &  Lib 
by  has  a  one-for-one  offering  in  the 
works  to  raise  more  than  $30  million. 

Are  rights  offerings  a  good  deal  for 
stockholders?  Not  always,  by  any 
means.  Motorola  stockholders,  for  in- 
stance, subscribed  late  in  1969  for 
new  shares  at  a  16%  discount  from 
the  market  price  of  74    (sec  tabic). 


Subscription  Rights 

Stock 

Cost  of 

Price 

Stock 

Stock  Price 

Company 

Stock 

At        Purchased  2  Mas. 

Record 

Record 

With 

After 

Date 

Terms* 

Date 

Right 

Offering 

Recent 

Alaska  Airlines 

6-2-70 

5-2 

7% 

6 

5% 

5% 

Consolidated  Edison 

5-21-70 

12-1 

25 

22y2 

23 

23% 

Consumers  Power 

6-10-70 

18-1 

28 

26% 

30% 

31% 

Delmarva  Power  &  Light 

7-8-70 

16-1 

16% 

14»/4 

17% 

16% 

Detroit  Edison 

6-25-70 

10-1 

18% 

16y4 

17% 

18 

First  Lincoln  Financial 

10-2-70 

4-1 

5% 

4 



3% 

General  Public  Util. 

5-18-70 

20-1 

19% 

17% 

18% 

19% 

Kimberly-Clark 

6-13-69 

10-1 

317/8 

28% 

33% 

31% 

Long  Island  Lighting 

5-27-70 

10-1 

18% 

17% 

21% 

22% 

Motorola 

11-6-69 

13-1 

743/4 

62% 

62% 

46% 

New  York  State  E  &  G 

10-29  69 

10-1 

32>/2 

30 

29% 

28% 

Niagara  Mohawk  Power 

8-28-70 

10-1 

14% 

13 

14% 

14% 

Pacific  Gas  &  Electric 

6-16-70 

25-1 

22'/8 

21  % 

25% 

27 

Pacific  Power  &  Light 

6-25-70 

10-1 

17 

153/4 

17 

17 

Pennsylvania  Power  &  Light 

9-10-70 

10-1 

21  % 

20 



20% 

Philadelphia  Electric 

10-1-70 

10-1 

193/4 

18% 



19% 

Public  Service  E  &  G 

9-16-70 

10-1 

22  Vi 

203/4 



22% 

South  Carolina  E  &  G 

2-25-70 

10-1 

24 

21% 

25% 

23% 

Standard  Oil  New  Jersey 

2-13-70 

25-1 

52 

45 

55% 

69% 

Valley  Nat.onal  Ba.ik  Arizona 

4-23-70 

10-1 

24% 

20 

24 

24% 

"Example:  Consofrdated  Edison  (12-M  shareholders  of  12  shores  of 

^en  12  rights  lo  purchase 

one  thare. 
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We  Ve  coined  a 

$332,000,000 
new  word. 


Ak#ZO'Iia(ak  zo'na)  1.  A  new  American  corporation 
made  up  of  four  member  companies  with  combined  1969 
sales  of  $332  million:  American  Enka  Company  (fibers), 
International  Salt  Company,  Brand-Rex  Company  (wire 
and  cable),  Organon  Incorporated  (ethical  drugs).  These 
four  operating  units  will  keep  their  separate  identities. 
2.  A  new  American  corporation  affiliated  with  a  world- 
wide industrial  complex  which  has  over  5,000  people  in 
research  and  development.  And,  as  part  of  that  complex, 
is  in  an  excellent  position  to  benefit  from  a  vast 
reservoir  of  technology  in  man-made  fibers,  specialty 
chemicals,  plastics,  pharmaceu- 
ticals and  other  areas.  3.  A 
new  American  corporation  that 
will  serve  as  a  vehicle  for  growth 
and  diversification.  4.  A  new 
American  corporation  named 
Akzona,  replacing  American 
Enka  and  International  Salt  on 
the  New  York  Stock  Exchange. 
Symbol:  AXO. 


EHK\ 


.MfRlCAN  [NKACO 


ffi|  INTERNATIONAL 

Vq/salt  COMPANY 


lOrganonl 


INCORPORATED,  ASHEVILLE.  N  C   28802 
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If  you're  looking  for  a  state  that 
caters  to  corporations,.. 

Forget 

Minnesota! 


We  cater  to  individuals— the  ones  who  manage 
corporations,  work  for  corporations  and  locate 
corporations.  We  demand  the  best  education,  the  cleanest 
environment  and  the  highest  quality  of  life  possible  for 
our  people.  Which  makes  them  among  the  most  highly- 
trained,  healthy,  reliable  and  happy  people  you  can  find — 
anywhere.  That  may  be  why  they're  more  productive  than 
other  workers  and  lose  less  time  from  the  job.  And 
that  may  be  why  corporations  locate  here. 

Write  for  facts  about  the  state  that  doesn't  cater  to 
corporations. 


rWMESOTfi 
TAX 
GUIDE 


A^UaribBtal 


esota 


teraturaon: 


|— I  Mil. 


nesota  ranks 
■    ;j  states. 

,<wer— How 
-hoolspro- 
jur  neec^. 


Department  of  Economic  Development 
Industrial  Development  Division  Suite;B-ll 
57  West  Seventh  St.,  St.  Paul,  Minn.  55102 


I — I  Towns  Alive— What  Minnesota  towns 


are  doing  to  attract  industry. 

Minnesota  Tax  Guide— How  Minnesota 
collects  and  allocates  the  tax  dollar. 


FIRM 

POSITION 

ADDRESS 

CITY 

STATE 

ZIP 

r>h<.ni  tut  i  Telegraph  Campa 


M  *«>   «A  I  • 


Xerox  Corporation 


!»TAMAi»  Oil   m?\S) 


•*'4.S 


A>  **C 


M>™»»  Stock 


»c»  o,  ,„:_"*.  Commit 


Ballooning.  Rights  offerings 
are  mammoth  in  1  970.  AT&T 
raised  $1.5  billion,  Standard 
Oil  (New  Jersey)  $500  million. 
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But  by  the  end  of  the  rights  period, 
Motorola  was  down  to  68,  and  con- 
tinued to  drop  into  the  46  range. 
Shareholders  also  have  seen  dis- 
counts disappear  in  offerings  of  Gov- 
ernment Employees  Insurance  Co.  and 
Alaska  Airlines,  as  well  as  in  some 
over-the-counter  rights  offerings. 

Nicholas  Witte,  trading  department 
head  for  the  nation's  leading  under- 
writer, First  Boston  Corp.,  says  that 
rights  offerings  tended  to  have  a  cy- 
cle. An  issuer's  stock  would  be  up  at 
the  start  of  the  offering,  would  de- 
cline as  shareholders  sold  off  their 
rights  and  would  pick  up  again  just 
before  the  expiration  date.  "But  that's 
been  disturbed  often  enough  recently 
that  people  don't  really  expect  it  any- 
more," Witte  says.  "Investors  are  gun- 
shy,"  notes  a  partner  in  another  large 
Wall  Street  underwriter.  "People  have 
been  burned." 

Of  course,  a  rights  offering  can  also 
turn  out  beautifully.  Xerox,  which  has 
used  the  rights  method  before,  last 
month  offered  its  shareholders  $155 
million  in  convertible  debentures  at 
$100  for  each  50  shares  held.  Con- 
vertible into  common  stock  until  1995, 
the  debentures  recently  were  trad- 
ing at  121.  ■ 
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As  They  See  It 


Automan  Semon  E.  (Bunkie)  Knudsen  talks  about  the  future  of  the  auto 
'    industry.    Businessman-scientist   Dr.    Henry   Singleton,   chairman    of   Tele- 
dyne,  tells  why  he's  not  worried  about  the  future  of  his  conglomerate. 


At  58,  Bunkie  Knudsen  could  easily 
afford  to  go  fishing;  on  his  own  and 
on  what  he  inherited  from  his  father 
(auto  pioneer  William  "Big  Bill" 
Knudsen).  he  is  a  millionaire  many- 
times  over.  His  abrupt  firing  from  the 
presidency  of  Ford  last  year  hurt  his 
ego  but  not  his  pocketbook. 

"Go  fishing?  Why  should  I  go  fish- 
ing?" Knudsen  retorted  when  he 
picked  up  Forbes'  Kenneth  Schwartz 
at  a  Birmingham,  Mich,  motel  late  last 
month.  "I  could  take  all  my  money 
and  invest  it,  but  I  like  to  make  things. 
It  wasn't  whether  I'd  go  back  to  work 
or   not;    I   never   did   stop   working." 

Knudsen  discussed  how  he  had 
talked  about  taking  over  the  top  spot 
at  General  Dynamics,  "but  negotia- 
tions dragged  on  too  long."  Under 
terms  of  his  contract  with  Ford,  he 
couldn't  work  for  another  auto  com- 
pany without  losing  his  stock  bonuses 
and  a  salary  of  $200,000  a  year 
through  1972.  There  was  still  his  di- 
rectorship of  UAL,  Inc.  (parent  of 
United  Air  Lines)  and  of  a  bank  in 
Florida  and  his  membership  on  the 
Board  of  Trustees  at  Massachusetts 
Institute  of  Technology.  But  such 
things  are  only  extracurricular  activi- 
ties for  a  man  like  Knudsen. 

For  his  main  activity,  he  commis- 
sioned a  blitz  study  on  the  motor 
home  market.  "We  knew  this  was  hot 
at  Ford,"  he  said,  "but  this  kind  of 
market  isn't  big  enough  for  an  auto 
company."  He  liked  what  he  saw,  and 
his  new  company,  Bectrans,  Inc.  was 
born.  He  bought  an  old  mobile  home 
factory  and  recruited  a  young  and 
top-notch  staff  from  General  Motors 
and  Ford.  He  expects  to  be  in  produc- 
tion by  Dec.  1 . 

"Why  motor  homes?"  Forbes  asked. 

"Because  they're  in  tune  with  what 
the  young  people  today  want." 

We  asked  him  to  elaborate.  We 
didn't  have  to  prod  him.  He  began 
by  talking  about  the  changing  role  of 
the  automobile  today. 

"Young  people  today  are  interested 
in  pollution  and  ecology  and  the  issues 
of  war  and  peace.  Cars  just  don't  mean 
the  same  thing  to  them.  You  take  that 
clean-air  race  they  put  on  recently. 
Those  were  all  young  people  driving 
anything.  The  point  was  that  it  was 
something  that  got  them  from  one 
place  to  another,  not  what  the  ve- 
hicle looked  like  or  what  its  power 
was.    They    even    used    steam-driven 


jobs  and  electric  cars.  That  tells  a  lot." 

So.  what  has  this  got  to  do  with 
motor  homes? 

'  People,  particularly  the  y  oung  ones 
you  see  around  these  days  in  their  long 
hair  and  blue  jeans,  are  still  interested 
in  material  things,  but  in  a  different 
way.  It  isn't  that  these  young  people 
don't  have  money  to  spend.  They  are 
very  affluent.  But  a  car  is  only  part  of 
what  they  want.  They  are  spending  on 
other  things  while  putting  less  into 
their  cars. 

"I  was  over  in  Birmingham  the 
other  day  where  I  keep  an  office  and 
which  is  a  suburb  of  Detroit.  I  walked 
into  a  camera  shop  and  there  was  this 
young  fellow,  maybe  in  his  late  20s  or 
early  30s,  with  the  usual  garb  young 
people  have— long  hair  and  so  forth. 
Now,  he  was  buying  a  Hasselblad  cam- 
era. And  they're  not  cheap,  you  know, 
maybe  as  much  as  a  thousand  dollars 
by  the  time  you  get  the  whole  photo- 
graphic system. 

"Well,  he  got  it  and  I  watched 
him  go  out  to  a  car.  But  you  know 
what  he  got  in?  A  Ford  Econoline 
bus.  That  intrigued  the  hell  out  of 
me.  So  I  walked  out  of  the  store  and 
over  to  him  and  asked  if  the  Econoline 
belonged  to  his  boss.  He  said,  'No. 
That's  my  car.  I  love  it.  I  can  carry 
everything  in  it,  including  paintings 
that  I  also  buy.'  So  I  asked  him  if  he 
had  another  car.  He  said  no,  that  he 
didn't  need  one  because  this  one  did 
it  all." 

We  saw  what  he  was  driving  at.  A 
motor  home  is  transportation  but  it  is 
more,  too. 

"Our  first  model,  the  25-foot  Dis- 
coverer, is  a  vehicle  with  a  specific 
function.  It  fits  right  into  the  new 
kinds  of  life  styles  that  are  affecting 
passenger  cars.  The  machine  fits  into 
the  way  people  want  to  live. 

"If  you  don't  believe  it,  just  look 
at  the  way  all  recreational  vehicles, 
particularly  motor  homes,  are  growing 
in  volume.  Passenger  car  sales  are  off, 
but  motor  home  sales  were  up  60% 
through  August  of  this  year.  And 
they've  been  going  up  almost  at  the 
same  rate  for  the  last  few  years. 

"The  kind  of  motor  homes  I'm  talk- 
ing about  aren't  cheap  either.  They 
are  in  the  812,000  to  $15,000  class. 
They're  fully  self-contained,  self-pro- 
pelled and  come  with  the  works- 
bathtub,  stereo,  range,  oven,  refrigera- 
tor, carpeting,  air  conditioning,  seats 


Knudsen  of  Rectrans 


that  can  be  converted  into  beds,  etc. 

"You  see,  I  didn't  just  jump  into 
this  market.  After  I  left  Ford  about  a 
year  ago,  I  had  a  study  done  among 
2,000  motor  home  owners.  Now,  no- 
body in  the  motor  home  business  ever 
did  such  a  study  the  way  I  am  used 
to  doing  in  the  automobile  business. 
Now,  what  we  found  out  won't— and 
will— surprise  you. 

"What  you  probably  already  know 
is  that  the  primary  market  for  motor 
homes  is  made  up  of  retired  people. 
It's  their  vacation  home  on  wheels. 
That  market  also  is  going  to  get  big- 
ger with  early  retirements. 

"What  may  be  more  interesting  is 
the  big  growth  market  among  young- 
er people,  maybe  bigger  than  the  re- 
tired market  in  the  end.  With  them, 
it  is  like  the  guy  with  the  Hasselblad. 
They're  willing  to  spend  for  the  kind 
of  life  they  want  to  lead. 

"The  possibilities  also  are  endless. 
What  the  car  rental  companies  did 
with  passenger  cars  they7  are  begin- 
ning to  do  with  motor  homes.  In  Can- 
ada, and  I  expect  it  to  spread  in  the 
U.S.,    the    airlines    have    these    pack- 
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Young  Radiators  and  heat  exchangers  cool  most 
heavy  duty  earthmovers.  You  can  depend  on  Young. 

Young  Radiators 
are  used  where 
the  going  is  tough 

YOUNG  RADIATOR  COMPANY 

W  General  Olticas:  Raclns,  Wisconsin  53404 
Radiators  "  Heat  Exchangers 
Oil  Coolors  •  Unit  Heaters 


New,  Vermont-Made  Wheelbarrow-Cart  is  so  per- 
fectly balanced  on  two  big  wheels,  so  easy  to  roll, 
you  guide  it  with  just  one  hand  even  with  300  lb. 
loads!  No  BacKstrain!  No  Struggle!  No  Load  fall  out! 
Several  models  include  one  for  indoor-outdoor  use 
and  build-it-yourself  kits.  Handsome,  rugged,  hand- 
crafted appearance.  Perfect  (gift)  for  any  him, 
her,  family,  or  business.  For  FREE  CATALOG  by  first 
class  mall,  write  now  to  Garden  Way  Research,  Dept. 
3861.  Charlotte,  Vermont  0544S. 


HOW  MANY 

MILLIONAIRES 

ARE  THERE  IN  THE 
UNITED  STATES? 

.  .  and  how  many  NEW  mil- 
lionaires join  the  ranks  every 
year?  How  did  they  .vi^ira 
their  wealth?  The  nurobei  mid  — 
the  reasons  may  astonish  yom'  This  amazing  story 
is  revealed  in  a  valuable  new  booklet, 
"NEW  ROAOS  TO  WEALTH  AND  OPPORTUNITY." 
Even  more  exciting  are  the  (actual  details  about 
a  specific  business  opportunity  that  is  nothing 
short  of  a  gold  mine.  Why?  Because,  as  an  asso 
ciate  of  the  organization  providing  the  oppor- 
tunity, you  help  others  to  succeed. 
For  your  free  copy  of  "New  Roads  to  Wealth  ana 
Opportunity,"   phone,   wire,  or  write  immediate 

$AI  INTERNATIONAL  dept.  kr 

Box  22125'Denver,  Colorado  WttM •  (303)  7ST-SM0 


As  They  See  It 


ages  where  a  guy  and  his  family  fly 
in  and  rent  a  motor  home  for  their 
vacation. 

"As  the  cost  of  hotel  space  goes  up, 
as  current  recreational  areas  for  things 
like  skiing  gel  more  crowded,  I  think 
that  you'll  find  mote  young  families 
turning  to  motor  homes.  That  doesn't 
lock  them  into  an  expensive  hotel  or 
motel  reservation.'' 

We  asked  whether  all  this  meant 
curtains  for  the  prosperity  of  the  mo- 
tor industry  as  we  have  known  it.  Loy- 
al automan  that  he  is,  Knudsen  didn't 
say  "yes"  to  our  question,  but  he 
didn't  say  "no"  either. 

"I  don't  think  people  look  on  cars 
as  status  symbols  the  way  they  did. 
They  are  interested  in   transportation 


per  se.  I  think  that  the  whole  busi- 
ness will  continue  to  grow.  But  I  think 
that  because  of  the  reasons  I've  dis- 
cussed the  composition  of  the  auto 
market  is  changing.  If  a  man  buys 
a  motor  home,  he  may  not  buy  a 
second  ear.  If  a  man  buys  two  snow- 
mobiles, he  probably  isn't  going  to 
buy  as  expensive  a  car.  Even  if  he 
lias  three  cars,  he  probably  will  have 
three  less  expensive  ones  than  he  had 
before.  There  will  always  be  a  mar- 
ket for  the  bigger  ear.  But  not  the 
way  it  was. 

"Obviously,  as  these  things  hap- 
pen, they  are  certainly  going  to  have 
an  effect  on  the  financial  position  of 
the  automobile  companies.  I'll  leave 
that  to  you  to  figure  out." 


It  hasn't  done  Teledyne,  Inc.  much 
good  that  its  reported  earnings  lor  the 
first  nine  months  of  fiscal  1970  were 
actually  up  6.4%-to  $1.50  a  share- 
from  last  year.  Most  people  tend  to 
look  at  the  dark  side  of  the  conglom- 
erates these  days,  and  Teledyne  cer- 
tainly looks  like  a  conglomerate— a 
$1.3-billion-sales  outfit  put  together 
out  of  something  like  145  acquisitions 
in  less  than  ten  years.  There  is  also 
the  fad  that  its  gains  this  year  came 
from  a  big  insurance  subsidiary,  con- 
trol of  which  it  gained  in  1967;  Wall 
Street  looks  askance  at  this  kind  of 
earnings  this  year. 

So  this  Los  Angeles  company, 
which  sold  as  high  as  60  times  earn- 
ings a  few  years  back,  now  sells  at 
barely  ten  times  expected  1970  earn- 
ings. Forbes  went  to  the  chairman, 
Dr.  Henry  Singleton,  53,  the  visionary 
businessman-scientist  who  put  Tele- 
dyne together.  We  wanted  to  know 
how  he  felt  about  all  this. 

lie  indicated  he  didn't  feel  much 
ol  anything  at  all. 

Tall  and  polished,  Singleton  has 
blue  eyes  that  seem  to  look  right 
through  his  audience.  When  he  talks 
about  his  company,  he  sounds  more 
like  Winston  Churchill  than  a  stand- 
ard businessman.  Still,  the  sincerity, 
the  conviction,  shine  through.  When 
FORBES  met  him  in  the  mid-Sixties  he 
talked  grandly  of  building  Teledyne 
into  one  of  the  great  corporations  of 
all  times.  His  attitude  is  no  less  con- 
fidenl  now.  For  example: 

"We're  an  industrial  company  in  the 
<1  States  free  enterprise  econo- 
my, attempting  through  competitive 
to  make  our  way  in  this  Society 

mpanies.  We  don't  icier  to  our- 
as    ,i    conglomerate,    hut    we 

don't  care  what  other  people  call  us." 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  Vi  to  y2 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  80-PAGE  CATALOG 
I    EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  Bldg.,  New  York,  N.Y.  10001 
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As  They  See  It 


Taken  somewhat  aback,  we  asked 
him  what  kind  of  progress  he  was 
making  in  integrating  his  acquisitions 
into  a  cohesive  whole,  of  meshing  air- 
craft companies  and  metals  companies 
and  electronics  companies  and  insur- 
ance companies  and.  .  .  . 

He  interrupted  us.  "We  don't  do 
any  of  that.  We've  always  had  our 
companies  run  autonomously.  We  nei- 
ther integrate  nor  digest  companies. 
We  integrate  them  only  by  having 
them  adopt  our  financial  reporting 
and  control  systems.  That's  the  end  of 
our  integration. 

"However,  sometimes  we'll  take  a 
company  that  has  always  reported  as 
one  company  but  that  has  two  or 
three  separate  operations,  and  we'll 
split  that  into  two  or  three  separate 
companies.  Or  we'll  take  a  few  sep- 
arate companies  and  consolidate  them 
into  one.  But  this  is  for  reporting  and 
control  purposes,  not  for  synergy. 

"We've  heard  all  that  talk  about 
synergy.  Many  of  those  companies  are 
now  down  the  drain.  These  types  that 
buy  badly  managed  companies  and 
revitalize  them  and  have  instant  prof- 
its. We  never  claimed  that.  We  tried 
to  buy  good  companies  to  start  with. 
We  don't  think  there  are  supermen 
who  can  renovate  them  and  transform 
them  into  wonderful,  highly  profitable 
enterprises. 

"We  can't  do  it,  and  history  shows 
that  nobody  else  can  do  it,  either." 

We  dropped  the  conglomerate  ques- 
tions and  reminded  him  that  a  few 
years  back  he  had  mentioned  General 
Electric  as  a  model  for  Teledyne. 

"What  I  had  in  mind  was  to  em- 
phasize the  diversity  of  products  GE 
makes  and  how  the  products  of  GE 
tend  to  hang  together  more  than  in 
some  of  these  companies  that  go  all 
over  the  lot.  I  mentioned  GE  because 
they  had  central  management  but  de- 
centralized operations,  generally  based 
around  a  certain  kind  of  technology. 
Over  the  years  they  spread  out  in  a 
natural  kind  of  way.  I  think  they  had 
a  coherent  way  of  going  about  expan- 
sion, and  I  mentioned  them  to  give  a 
picture  of  the  direction  in  which  we 
were  heading. 

"We  don't  have  the  great  diversity 
characteristic  of  a  company  like  ITT. 
We're  not  intrigued  with  the  real  es- 
tate business,  hotels,  restaurants,  all 
those  service  businesses  everybody  say 
are  the  wave  of  the  future.  I  don't 
happen  to  believe  they  are." 

We  tried  another  tack.  What,  we 
inquired  of  Singleton,  about  Teledyne 's 
heavy  dependence  on  aerospace? 


He  rode  that  one  down,  too. 

"We  are  interested  in  certain  areas 
of  endeavor,  which  include  aviation 
products,  aviation  control  systems. 
Whether  defense  spending  is  up  or 
down  is  not  going  to  deter  us  from 
proceeding.  I'm  not  going  to  get  out  of 
this  business  because  of  some  waxing 
or  waning  in  defense  spending. 

"In  fact,  defense  spending  being 
down  might  make  these  investments  a 
little  more  advantageous  because  the 
price  isn't  so  high.  At  the  time  we  ac- 
quired Ryan  Aeronautical  [in  1969], 
if  there  had  been  the  prospect  of  sub- 
stantial increases  in  defense  spending, 
the  previous  owners  might  not  have 
been  willing  to  sell." 

If  all  this  sounds  offhand  and  in- 
furiatingly  nonspecific,  we  hasten  to 
add  that  Singleton  has  always  talked 
like  this,  but  one  certainly  can't  fault 
his  results  to  date.  Teledyne  will  re- 
port earnings  of  around  $2  a  share 
for  this  year,  as  compared  with  44 
cents  in  1965. 

Anyhow,  we  tried  again  to  talk 
specifics.  We  asked  Singleton  about 
reports  that  he  had  taken  his  Continen- 
tal Motors  subsidiary  out  of  the  big 
military  truck  engine  market. 

"It's  not  a  matter  of  getting  out. 
What  we've  done  is  discontinue  bid- 
ding at  such  low  prices  that  we  either 
lose  money  or  tie  up  facilities  in  a  use- 
less, profitless  way.  We've  continued 
to  bid,  but  in  such  a  way  that  we're 
pretty  nearly  sure   to  lose  the  bid." 

What  does  Singleton  have  to  say 
about  criticism  of  the  accounting  used 
by  multicompanies  like  Teledyne? 

"This  is  a  nothing  controversy,  a 
mountain  out  of  a  molehill.  It's  very 
easy  to  see  we're  making  money.  We 
have  been  able  to  pay  off  $200  million 
in  short-term  debt  since  1969.  If  we 
were  able  to  do  this  at  a  time  like 
today,  we've  got  to  be  making  money 
somewhere  along  the  line." 

Singleton  allows  he  isn't  much  wor- 
ried about  charges  that  Teledyne  isn't 
readily  available  to  the  press  and  to 
financial  analysts. 

"We've  seen  what  happens  to  com- 
panies whose  chief  executive  gets  the 
best  press.  They  are  often  the  ones 
who   end   up   with   the   least  profits. 

"We're  doing  what  we've  always 
done.  I've  never  been  a  person  who 
vacillates  back  and  forth  with  the  ups 
and  downs  of  the  economic  cycle. 

"If  others  don't  agree  with  what 
we're  doing,  we'll  just  have  to  let  the 
future  determine  who  is  right  and  who 
is  wrong." 

Fair  enough.  ■ 
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Inventor  Koppleman 


Genius,  but  Not  Mad 

Edward  Koppleman,  59,  of  Los 
Angeles,  calls  himself  an  inventor 
and  he  is  an  inventor.  But  forget 
those  stories  about  the  absent- 
minded  genius  who  dies  broke. 
Koppleman  has  just  sold  his  latest 
invention  for  $38  million.  In  cash. 
To  be  paid  in  20  annual  install- 
ments. He  got  the  money  for  sell- 
ing Western  Canadian  Seed  Proces- 
sors Ltd.  a  process  for  converting 
rice  hulls— formerly  waste— into  car- 
bon black,  furfural  ( used  in  mak- 
ing nylon )  and  acids. 

"It's  a  pretty  tidy  sum,"  says  Kop- 
pleman, "but  then  some  of  my  oth- 
er inventions  over  the  years  have 
also  involved  pretty  substantial 
amounts.  Money  is  a  very  peculiar 
thing,  and  the  only  reason  people 
will  pay  you  amounts  like  what  I'm 
getting  is  that  they  can  get  even 
more  out  of  it.  It's  like  my  last  in- 
vention for  three-dimensional  weav- 
ing for  radar  screens,  which  in- 
volved a  pretty  substantial  amount. 
Hitco  did  very  well  by  it." 

Koppleman  says  he  has  had  eight 
successful  inventions,  starting  with 
the  first  de-icer  for  windshields  o.f 
airplanes  in  1938. 

Who  is  Edward  Koppleman,  and 
how  did  he  get  so  smart? 


We'll  let  him  tell  the  story  pret- 
ty much  in  his  own  words. 

"When  I  graduated  from  New 
York  University  in  1933,  I  grad- 
uated in  accounting  because  they 
seemed  to  be  hiring  more  of  them 
in  those  days.  I'd  always  been  in- 
terested in  mechanical  things  and 
was  veiy  active  with  my  hands. 
But  it  was  hard  to  get  a  job  as  an 
engineer  then.  I  soon  found  I  really 
couldn't  take  it  as  an  accountant- 
sitting  behind  a  desk.  So  after  six 
months  I  quit  and  ended  up  dig- 
ging ditches.  From  there  I  got  a 
job  as  a  timekeeper  in  an  auto  sup- 
ply house  and  then  worked  my 
way  up  to  be  a  salesman. 

"At  that  time  I  realized  that 
there  was  a  huge  market  for  re- 
conditioned auto  parts  that  no  one 
was  in.  Eventually  I  started  my 
own  company  selling  these  recondi- 
tioned parts,  and  we  managed  to 
do  quite  well. 

"This  was  about  1936,  and  I 
worked  quite  near  to  LaGuardia 
Field.  From  talking  to  the  people 
around  there  I  got  the  idea  for  the 
de-icer.  Before  that,  the  planes 
couldn't  fly  half  the  time  in  cold 
weather.  The  way  we  tested  it  was 
to  fly  into  ice  storms;  there  were  no 
wind  tunnels  in  those  days.  The  first 
one  I  made  worked."  Eventually  a 


modified  version  of  his  invention 
was  used  during  World  War  II 
on  DC-3s. 

Already  rich  in  1967,  he  says,  "I 
thought  I'd  have  a  crack  at  the 
ecology  thing.  I  began  to  realize 
that  industry  couldn't  keep  on  cre- 
ating all  this  waste  and  that  at 
some  time  they'd  have  to  start  re- 
cycling it.  Then  I  started  looking 
for  an  area  to  work  in,  and  I  re- 
membered going  through  a  rice 
mill  in  Egypt  a  number  of  years 
ago,  and  that  one  of  the  main  prob- 
lems that  the  miller  had  was  what 
to  do  with  the  rice  hulls.  You  can 
only  plow  so  much  of  that  stuff  un- 
der the  ground,  and  it  burns  very 
badly  and  slowly." 

So  Koppleman  went  to  work  and 
had  his  system  tested  at  Stanford 
Besearch  Institute,  and  emerged 
$38  million  richer  from  his  new 
process.  Explains  he:  "The  process 
I've  worked  out  will  be  good  in 
any  country  that  has  central  mill- 
ing, such  as  India,  Korea,  South 
Vietnam,  and  I  have  all  sorts  of 
ideas  for  the  types  of  industries 
that  can  be  built  around  it." 

Does  he  do  all  this  for  money? 
"Not  really,"  says  Koppleman, 
"though  the  money  is  nice  for  my 
family.  I  just  like  what  I'm  doing 
and  have  a  lot  of  energy."  ■ 
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Put  'Em  Back  the  Way  They  Was 

Sooner  or  later  a  new  theoreti- 
cian of  the  post-conglomerate  era 

had  to  emerge,  and  last  month 
William  Meng  Duke,  54,  guiding 
genius  of  California's  Whittaker 
Corp.  materials  conglomerate,  be- 
gan to  sound  as  if  he  was  it.  In  a 
32-page  Primer  on  Pluralism,  Duke 
and  Vice  President  William  Klei- 
man  outlined  a  dazzling  new  strat- 
egy for  the  troubled  conglomerates. 

After  a  corporation  reached  a 
certain  size,  Duke  explained  care- 
fully. Wall  Street  expected  its 
growth  to  slow  and  so  invariably 
assigned  its  common  a  lower  price/ 
earnings  ratio.  This  slowed  its 
growth  even  more  by  making  stock 
acquisitions  more  difficult.  Com- 
pound this  with  a  recession,  tax  and 
accounting  changes  and  high  mon- 
ey costs,  and  any  self-styled  go-go 
company  bad  better  come  up  with 
a  scheme  for  self-renewal. 

Certainly  Whittaker  itself  filled 
most  of  Duke's  diagnosis.  Its 
growth  had  begun  to  slacken.  Nine- 
month  sales  were  up  22%  (to  $670 
million),  but  what  was  22%  to  a 
company  whose  annual  sales  were 
only  $100  million  four  years  ago? 
Whittaker's  P/E  ratio  had  indeed 
come  down  from  a  high  of  58  in 
1967  to  around  ten  recently,  but 


that  could  hardly  be  blamed  on 
size.  The  fact  is,  fully  diluted  nine- 
month  earnings  were  off  30%  de- 
spite that  22%  gain  in  sales. 

The  solution  to  such  conglomer- 
ate constipation,  Duke  argued, 
was  pluralism— "taking  one  com- 
pany and  making  five,  six,  ten  or 
12  companies  out  of  it,  each  with 
a  relatively  narrow  product  spec- 
trum, its  own  common  stock,  offi- 
cers, etc.,  and  each  with  its  own 
growth  potential."  A  simpler  term, 
Duke  conceded  blandly,  might  be 
ffVglomeration.  For  Whittaker,  the 
opportunities  were  considerable. 
Whittaker's  multiple  was  already 
so  low  it  couldn't  get  any  lower, 
"no  matter  how  manv  attractive  ele- 
ments are  extracted,"  and  Whit- 
taker had  already  deglomerated 
Computer  &  Software  and  Dyna- 
sciences,  with  others  yet  to  come. 

"Deglomeration  is  much  more 
sophisticated  and  difficult  than  con- 
glomeration," Duke  said.  Those  op- 
erations "that  are  Tiot  an  integral 
part  of  our  material  systems  busi- 
ness and  do  not  have  the  potential 
to  contribute  importantly  in  a  syn- 
ergistic sense  are  earmarked  for 
pluralistic  potential."  The  idea  is 
that  such  elements  "can  be  cast 
loose  without  materially  changing 
the  ability  of  the  entire  company  to 
continue  going  its  own  way." 

Duke  appeared  to  have  plural- 


Duke  of  Whittaker 

istic  potential  himself  last  month. 
Without  warning,  he  abruptly 
stepped  down  as  Whittaker's  chief 
executive— to  take  over  as  head  of 
a  new  Whittaker  subsidiary,  Sci- 
ences Management  Corp.  ■ 


Cournand  of  Lanvin 


An  Old  Promoter  Cashes  In 

When  Squibb  Beech-Nut  an- 
nounced plans  last  month  to  ac- 
quire Lanvin-Charles  of  the  Ritz, 
the  price,  nearly  $200  million, 
amounted  to  28  times  earnings  and 
eight  times  book  value.  That's  a  lot 
for  something  that  started  just  af- 
ter World  War  II  as  a  piece  of  pa- 
per in  Edouard  Cournand's  pocket. 

The  piece  of  paper  was  the  U.S. 
franchise  for  the  then  little-known 
products  of  French  perfumer  Lan- 
vin. Cournand,  who  proudly  de- 
clares, "I  am  a  promoter,''  made 
Lanvin  a  best-seller  with  such  de- 
vices as  purse-sized  perfume  dis- 
pensers and  the  ad  slogan,  "Promise 
her  anything,  but  give  her  Arpege." 

Actually,  Cournand  will  benefit 
only  modestly  from  the  sale  to 
Squibb  Beech-Nut.  In  1963  lie  sold 
Lanvin  Parfums  to  Charles  of  the 
Ritz.  He  and  his  wife  have  re- 
tained about  150,000  shares,  worth 
some   $6   million.    However,   with 


the  money  he  got  out  of  the  Ritz 
merger  ($4.5  million)  plus  invest- 
ments in  other  ventures,  Cournand 
has  a  net  worth  of  somewhere 
around  $10  million  today. 

Born  in  France  and  a  pioneer 
aviator  in  World  War  I,  Cournand 
introduced  skywriting  to  South 
America  in  the  Twenties,  lost  mon- 
ey trying  to  sell  shoes  to  Soviet 
Russia,  imported  Vichy  water  into 
the  U.S.  during  the  Depression.  Dur- 
ing World  War  II,  he  made  plastic 
bubbles  for  airplane  cockpits.  After 
World  War  II,  he  concentrated  on 
the  Lanvin  franchise. 

Cournand  will  not  come  out 
quite  as  well  in  the  merger  as  did 
Richard  Salomon,  the  Charles-of- 
tbe-Ritz  man,  who  will  come  out 
with  close  to  $50  million  in  stock. 
Still,  Cournand  went  a  long  wax  on 
a  piece  of  paper.  His  plans  for  the 
future?  "I  will  welcome  the  second- 
ary offering  that's  slated  to  follow 
the  merger  so  I  can  unload  some  of 
my  stock."  ■ 
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Levin  of  Madison  Square  Garden 


A  New  Gardener 

Real  estate  developed  Philip 
Levin  lias  rebounded  from  his  fail- 
ure to  acquire  Metro-Goldwyn- 
Mayer  in  1968  t<>  become  heir 
apparent  to  New  York's  Madison 
Square  Garden  Corp. 


The  comeback  has  been  hectic, 
to  say  the  least.  Since  last  year,  the 
61-year-old  millionaire  has  fought 
the  Garden  to  a  stalemate  over 
control  of  Roosevelt  Raceway, 
weathered  an  abortive  probe  by 
Illinois  authorities,  swapped  multi- 
million-dollar lawsuits  with  a  busi- 
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ness  associate  and  lost  about 
$250,000  (with  his  wife)  bv  in- 
vesting heavily  in  Parvin  /  Dohr- 
mann  stock. 

Only  two  months  ago,  it  looked 
as  though  Levin's  bad  publicity 
would  keep  him  out  of  the  picture 
at  the  Garden.  In  fact,  the  Gar- 
den seemed  about  to  take  over 
Levin's  tiny  Transnation  Develop- 
ment Corp.  and  Long  Island's  prof- 
itable Roosevelt  trotting  track. 

Well,  all  three  are  combining— 
but  not  as  the  Garden's  Irv- 
ing Mitchell  Felt  apparently  had 
planned.  Under  terms  announced 
last  month,  Levin  will  become  pres- 
ident, chief  operating  officer  and 
head  of  the  new  Garden's  execu- 
tive committee.  Felt  remains  chair- 
man and  chief  executive.  But  will 
Felt  stay  on  with  Levin? 

Felt  will  own  only  one-tenth  of 
1%  of  the  Garden's  stock.  And  he 
can't  expect  much  support  from  his 
old  benefactor,  the  bankrupt  Penn 
Centra]  Transportation  Co.,  which 
will  own  about  10%.  Levin  will  have 
around  11%  and  an  option  to  ac- 
quire more.  His  friends  at  Gulf  & 
Western,  which  spun  off  Transna- 
tion in  1969,  will  own  14%. 

Levin  isn't  explaining  exactly 
how  he  got  such  favorable  terms 
from  Felt.  However,  it  is  an  open 
secret  that  the  Garden's  financial 
position  is  very  weak.  Something 
had  to  give.  And  Levin  was  there 
to  take.  ■ 


Boss-Son 

James  Milton  Voss,  54,  is  a  tall, 

good-humored  bear  of  a  man  who 
took  over  a  tew  weeks  back  as 
chairman  and  chief  executive  of  gi- 
ant Caltex  Petroleum  Corp.  He  is 
the  first  Caltex  man  to  head  Galtex 
since  Texaco  and  Standard  of  Cal- 
ifornia put  it  together  34  years  ago 
(its  previous  bosses  came  from  the 
parent  companies).  Yoss  has  one 
of  the  toughest  jobs  in  the  oil  in- 
dustry. Caltex'  parents  are  barely 
civil  to  each  other.  As  old  U.S. 
marketers,  each  has  its  own  notion 
of  how  things  should  be  done,  and 
Caltex  has  often  been  caught  in  the 
middle.  In  1967  Texaco  even  suc- 
ceeded in  spinning  off  Caltex'  Eu- 
ropean properties,  and  it  would 
probably  not  be  averse  to  break- 
ing up  the  rest  if  it  could  do  so  to 
its  own  benefit. 

Even  minus  its  European  proper- 


ties, Caltex  is  one  of  the  world's 
dozerf  largest  oil  companies.  With 
$1.7  billion  in  sales  and  $1.1  billion 
in  assets,  it  exists  chiefly  to  sell  its 
parents'  highly  profitable  crude  oil, 
and  its  operations  are  largely  in  the 
East  (Japan,  Indonesia,  Australia 
and  the  Philippines),  one  of  the  oil 
industry's  great  growth  areas. 
About  half  of  Caltex'  sales  are  to 
Japan,  where  its  product  volume 
has  risen  fivefold  since  1960. 

Japan  is  largely  responsible  for 
Caltex'  success,  and  Voss  was  large- 
ly responsible  for  getting  and  keep- 
ing it  there.  As  a  young  attorney, 
he  was  the  architect  of  the  agree- 
ments Caltex  made  in  the  Fifties 
with  Nippon  Oil,  now  Japan's  No. 
One  marketer.  As  he  moved  up 
through  the  Caltex  hierarchy,  he 
diligently  nurtured  and  protected 
those  agreements,  as  often  as  not 
over  the  parents'  bitter  opposition. 
In  Japan,  Voss  is  addressed  as  Boss- 


San  (V  comes  out  B  in  Japanese 
and  the  San  is  honorific).  Clearly 
the  Japanese  have  been  onto  some- 
thing from  the  beginning.   ■ 

Voss  of  Caltex 
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HOLDS  THE  LINE 
AGAINST 

INFLATION! 


Although  most  major  publications  have  announced  advertising  rate  increases 
for  1971,  FORBES  is  one  of  the  few  that  will  hold  the  line.  There  will  be  no 
increase  in  FORBES'  advertising  page  rates  or  costs  per  page  per  thousand 
circulation  (CPMs)  during  the  upcoming  year. 

Here  is  how  some  of  the  magazines,  that  will  increase  their  costs  "just  a  few 
cents"  in  1971,  compare  with  FORBES: 

1971 
CPM  INCREASES 


Black  & 
White  Pages 


4-Color 
Pages 


FORBES 

oo 

00 

Time 

60 

270 

Business  Week 

120 

220 

Newsweek 

170 

290 

U.S.  News  &  World  Report 

290 

460 

Fortune 

300 

470 

Ever  get  the  feeling  you're  being  nickled  and  dimed  to  death?  Fight  inflation— use 


Forbes:  capitalist  tool 


74 


FORBES,   NOVEMBER   15,    1970 


Old  Crusaders  and  New 

In  the  Thirties,  Consumers  Un- 
ion, publisher  of  Consumer  Reports 
and  a  pioneer  U.S.  consumerism 
organization,  was  regarded  by  many 
conservatives  as  being  dangerously 
radical.  But  no  more.  Today  Con- 
sumer Reports  has  a  circulation  of 
1,950,000,  and  CU's  long-time 
president.  Dr.  Colston  E.  YVame, 
70.  is  a  tall,  soft-spoken  ex- Am- 
herst professor  of  economics  who 
wouldn't  frighten  the  most  para- 
noiac Bircher. 

Says  Wame:  "We  started  out 
with  crusading  fervor  to  help  the 
poor  devil  at  the  bottom.  But  the 
world  got  turned  upside  down. 
The  median  income  of  our  sub- 
scribers today  is  S14,000.  They  sub- 
scribe to  save  money  on  hi-fi  sets." 

Don  t  think,  however,  that  just 
because  CU  now  is  respectable  that 
it  is  timid  and  cautious.  Not  at  all. 
It  recently  took  the  U.S.  Veterans 
Administration  to  court  and  forced 
it  to  release  test  data  on  hearing 


Wame  of  Consumers  Union 


aids.  And  last  month,  CU  issued  a 
press  release  urging  Ford  to  recall 
5  million  automobiles  it  said  had 
a  safety  defect.  Result:  an  immedi- 
ate warning  by  the  National  High- 
way &  Safety  Bureau  to  motorists. 

Behind  CU's  renewed  militancy, 
some  see  the  hand  of  Ralph  Nader. 


The  self-appointed  consumer  cru- 
sader sits  on  CU's  board  of  direc- 
tors. Dr.  Wame  points  out  that  he 
and  other  old-line  consumerists  have 
learned  something  from  Nader: 
"Consumerism  hasn't  been  hurt  by 
Nader's  singular  capacity  to  time 
his  press  releases,"  he  says.  ■ 


Jungle  Training 

When  Dow  Chemical  (see  p.  42) 
taps  the  money  market  to  finance 
its  huge  capital  program,  as  it  did 
last  spring  for  $150  million  and 
plans  to  do  for  $150  million  more 
by  the  year's  end,  it  can  rely  on 
the  expertise  of  a  man  with  curi- 
ous qualifications.  The  man  is  Paul 
F.  Oreffice,  Dow's  director  of  finan- 
cial services  since  last  year.  "What 
got  me  the  job,"  says  Italian-born 
Oreffice,  42,  "was  mostly  my  stay  in 
inflationary  countries." 

Main  U.S.  businessmen  view  4% 
annual  inflation  and  8%  to  92  inter- 
est rates  as  criminal.  Not  Oreffice: 
As  head  of  Dow's  Brazilian  subsidi- 
ary, he  lived  with  40'?  inflation  a 
year  and  interest  up  to  36'i.  Yet 
Dow-Brazil  was  highly  profitable. 
Inflation  needn't  be  unbeatable,  he 
contends.  "If  a  company  prepares 
correctly  and  guesses  right  on  the 
magnitude,  it  could  come  out  with- 
out being  hurt  at  all." 

To  do  so,  however,  means  violat- 
ing many  a  sacred  American  busi- 
ness dogma.  Instead  of  maintaining 
a  lot  of  working  capital,  he  says, 
"one  of  the  best  defenses  against 
big  inflation  is  to  have  practically 
no  working  capital."  Most  U.S. 
businessmen  like  their  accounts  re- 
ceivable  high   and   their   accounts 


payable  low.  But  in  a  big  inflation, 
says  Oreffice,  "it  is  good  if  you  can 
have  more  payables  than  receiva- 
bles." In  such  a  setting  a  company 
should  borrow.  It  should  buy  at 
fixed  prices  and  try  to  sell  at  flexi- 
ble prices:  "In  Brazil  we  once  re- 
wrote our  entire  price  list  three 
times  in  eight  days." 

Dow's  $300  million  in  new  debt 
will  cost  the  company  some  $26 
million  in  interest  per  year.  But 
with  inflation,  the  $300-million 
principal  can  be  paid  back  in 
cheaper  dollars.  For  example,  as- 
suming 4%  inflation,  in  1980  it 
would  take  the  equivalent  of  only 
$68  million  in  1970  dollars  to  pay 
back  each  $100  million  of  debt,  re- 
ducing the  real  interest  cost  to 
about  5%.  Hence  Oreffice  thinks 
companies  that  shelve  viable  proj- 
ects merely  postpone  the  time  when 
they  can  tap  new  profit  sources.  "I 
personally  think  we  will  have  to 
learn  to  live  with  4%  annual  infla- 
tion and  8%  and  9%  money." 

But  aren't  high  interest  rates 
supposed  to  dampen  inflation? 
"Economists  blanch  when  I  say 
this,"  retorts  Oreffice,  "but  I  think 
high  interest  rates  breed  inflation. 
The  human  mind  adjusts  very  fast. 
Two  or  three  years  ago  most  people 
would  have  said  8%  was  usury. 
Now  people  are  adjusted  to  it."  ■ 


%, 


Oreffice  of  Dow  Chemical 
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tecause  "American  Sugar  Company" 
ust  doesn't  describe  us  anymore... 


We've  changed  our  name  to  Amstar  Corporation. 

It's  a  reflection  of  planned  changes  we  have  been 
aking  over  a  period  of  years. 

Changes  which  have  seen  us  invest  $150,000,000 

new  plant  and  capital  additions  during  the  past 
)  years  alone.  Changes  which  have  seen  us  become 
»e  best-equipped  sugar  manufacturer  in  the 
dustry  with  annual  sales  of  more  than  one-half 
llion  dollars. 

Changes  which  have  made  us  the  only  company 
ipable  of  supply ing  America's  sugar  needs  on  a 
itionwide  scale. 

Changes  which  include  new  acquisitions  that 
ive  put  our  well  known  Domino  and 
oreckels  brands  of  sugar  in  company  with 
growing  range  of  new  products. 

The  heavy  duty  jacks,  precision  actuators  and 
offing  brand  hoists  manufactured  by  our 
uff-Norton  subsidiary  for  light  and  heavy  industry. 


The  disposable  paper  table  covers,  napkins, 
plaeemats,  coasters  and  other  specialties  made  by 
our  new  Hoffmaster  subsidiary  for  a  growing 
national  market. 

The  portion  control  jams,  jellies,  salad  dressings, 
condiments  and  sugar  packets  which  are  supplied 
by  our  expanding  Food  Service  Division  almost 
anywhere  food  is  served. 

Our  growth  is  in  familiar  as  well  as  in  new  and 
promising  areas.  It  is  growth  based  upon  the  solid 
foundation  of  a  long  established  food  company. 

It  is  growth  that  will  continue  in  the  years  ahead 
in  the  same  well  planned  manner.  It  is  growth 
which  points  with  great  optimism  to  a  profitable 
future  for  our  shareholders. 

Our  New  York  Stock  Exchange  symbol 
remains  "ASR." 

If  you  would  like  a  copy  of  our  recent  Annual 
Report,  please  write  to: 


William  F.  Oliver,  President 
AMSTAR  Corporation 


A 


120  Wall  Street 
New  York,  N.Y.  10005 


mstar 


CORPORATION 


Ever  think  of  it 
as  capital  gains? 


You  may  not  see  dol- 
lar signs  when  you  look 
at  your  martini  glass. 

Or  at  that  shrimp 
scampi  your  wife  bought  at 
the  frozen-food  counter. 

But  the  fact  remains  that  Americans  are 
munching  and  gulping  away  at  a  rate  of  over 
$100  billion  a  year. 

Even  the  recession  hasn't  slowed  them 
down.While  the  rest  of  the  economy  struggles 
to  hold  its  own,  the  packaged  foods  and  alco- 
holic beverage  industries  are  showing  solid 
gains  in  sales  and  profits. 

Which  is  no  surprise  to  our  analysts. 
They've  had  their  eye  on  the  food  and  bever- 
age industries  for  a  while  now,  and  they've 
isolated  two  major  trends  that  seem  to  be 
pushing  up  sales. 

More  young  adults.  And  more  money. 

According  to  a  Government  estimate,  the 
number  of  20-to  34 -year-olds  will  increase  37 


,    percent  by  1980.  This  age 
group  entertains  more 
and  buys  more  food  and 
drink  than  any  other. 

When  it  comes  to 
money,  the  U.  S.  Depart- 
ment of  Commerce  estimates  that  discretion- 
ary income  is  growing  fast  enough  to  more 
than  double  by  1980.  And  the  more  "extra" 
money  people  have,  the  more  they  spend  on 
convenience  foods  and  beverages. 

If  you'd  like  a  list  of  our  latest  recommen- 
dations in  the  food  and  beverage  industries, 
call  a  Merrill  Lynch  Account  Executive.  Our 
analysts  have  picked  out  6  companies  that  we 
think  offer  a  chance  to  earn  above -average 
capital  gains  this  year  and  next. 

If  we're  right,  it  won't  mean  we  spot  all 
the  trends.  Nobody  does.  But  we  do  have 
twice  as  many  analysts  looking  for  them  as 
any  other  broker. 

We  figure  that  puts  the  odds  in  our  favor. 


Merrill  Lynch:We  look  for  the  trends. 

Merrill  Lynch.  Pww,  Former  &  Smith  Inc  For  ulTMl  office  call  toll-free  800-243-6000.  In  Connecticut  call  800-942-0655. 
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The  Forbes  Index 


preliminary 


Composed  of  the  following. 
Production 

•  How  much  are  we  producing'  (Federal  Re- 
serve Board  incte*  ol  Industrial  Production  i 

•  What  volume  of  hard  goods  are  we  ordering7 
iDept  ol  Commerce  latest  three  months  new 
orders  ol  durablegoods  related  to  inventories » 

•  .'. e  building"1  iDept.  ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt7  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  iDept.  ol  Commerce 


AUG 1375 

SEPT 137.1 

OCT 137.2 

NOV 136.3 

DEC 134.5 

JAN 132.4 

FEB 1309 

MAR 129.0 

APR 127.8 

MAY    126.1 

JUNE  125.8 

JULY  127.2 

AUG 126.4 

SEPT.  (prel.) .126.4 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  wofkers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


'Free&  Clear' 


Do  you  own  your  house  "free  and 
clear."  or  is  there  a  mortgage  on  it? 
If  it  is  free  and  clear,  the  chances 
are  that  you  are  proud  of  it.  Your 
equity  is  the  whole  property,  not  just 
what  is  left  after  the  creditors  take 
theirs.  There's  no  interest  lor  you  to 
pay;  and.  if  you  need  money,  you  can 
borrow  against  an  unencumbered  title. 

But  how  about  the  stocks  you  own? 
You  may  own  them  "free  and  clear" 
of  "margin"  debt,  but  if  there  are 
company  bonds  or  preferred  stocks 
outstanding  ahead  of  them,  your  equi- 
ty is  a  diluted  one.  The  corporation 
must  service  the  debt  and  the  pre- 
ferred dividends  before  it  can  pay 
dividends,  and  there  are  usually  some 
other  limitations  in  the  bond  inden- 
tures. In  many  cases  the  equity  in 
your  common  stock  is  considerably 
mortgaged.  In  the  case  of  the  average 
electric  utility,  tor  instance,  the  com- 
mon stock  equity  is  only  about  30% 
to  34?,  bonds  and  preferred  stocks 
accounting  for  the  rest.  Utility  earn- 
ings are  fairly  steady.  In  some  of 
these  new  conglomerates,  your  equi- 
ty is  as  little  as  5%. 

Fifteen  or  20  years  ago,  there  were 

Mr     Hooper   is  associated   with   the   New  York  Stock 
Ex:hange  firm  of  W.  E.  Hutton  &  Co. 


several  hundred  common  stocks  trad- 
ed on  the  New  York  and  American 
stock  exchanges  and  over-the-counter 
which  had  no  bonds  or  preferred 
stock  ahead  of  them.  Without  actual- 
ly counting,  I  would  say  that  today 
there  are  less  than  100,  if  you  elimi- 
nate the  banks  and  the  insurance  com- 
panies. I  had  little  trouble  finding  25, 
but  gave  up  before  I  had  listed  as 
many  as  50  really  prominent  ones. 
Most  ol  them,  I  discovered,  are  equi- 
ties ol  service  companies  rather  than 
of  manufacturers  of  physical  goods, 
or  of  drug  or  food  companies.  There 
are  no  rails,  no  utilities. 

Stressing  Debt 

Our  tax  laws  in  late  years  have 
encouraged  corporations  to  finance 
through  bonds  and  notes  and  other 
borrowings  rather  than  through  com- 
mon stocks.  Interest  on  debt,  you  see, 
is  rated  an  expense  for  tax  purposes 
and  is  fully  deductible.  Since  the  cor- 
porate tax  rate  has  been  close  to  50% 
for  most  companies,  only  about  half 
of  the  interest  paid  on  debt  is  an 
out-of-pocket  expense.  Even  if  you 
pay  9%  interest  (as  some  good  com- 
panies recently  have  on  Aaa  bonds), 
the  real  cost  to  the  company  is  only 


4.5%.  Many  companies  which  could 
have  sold  shares,  and  should  have 
sold  shares  at  the  high  prices  for 
stocks  in  late  years,  have  thought  it 
profitable  to  accumulate  debt  rather 
than  to  increase  common  capital. 

There's  often  another  factor  encour- 
aging debt.  Debt  gives  the  common 
stock  more  leverage;  and  in  a  good 
year  the  pet-share  earnings  of  a  high- 
ly leveraged  common  stock  will  be 
larger  than  that  of  an  unleveraged 
one.  For  instance,  if  company  A, 
which  has  100,000  shares  outstand- 
ing, needs  $10  million  of  new  money, 
it  has  two  choices:  It  can  sell  $10  mil- 
lion in  bonds  at  8%  or  100,000  shares 
of  stock  at  $100.  Suppose  earnings  be- 
fore interest  double  from  $1  million  to 
$2  million  as  a  result  of  this  financing. 
With  $10  million  of  8%  bonds  and 
100,000  shares  of  stock,  net  per  share 
would  be  $12,  but  with  200,000 
shares  and  no  debt  net  would  be  $10 
a  share.  Actually,  the  spread  would 
be  a  little  wider  than  that  because  of 
the  impact  of  taxes.  The  trouble  with 
the  leverage  incentive  is  that  too 
many  corporations  have  carried  the 
idea  much  too  far. 

Not  long  ago,  too,  there  was  a 
prejudice  against  companies  which 
had  a  lot  of  cash,  or  had  not  bor- 
rowed as  much  as  possible.  It  was 
contended  that  managements  of  these 
companies  were  not  aggressive  and 
that  their  shares  should  be  avoided 
because  they  were  burying  their  tal- 
ents in  the  ground  instead  of  putting 
them  out  to  gain  other  talents. 

I  am  discussing  in  this  column 
only  companies  with  neither  debt  not 
preferred  ahead  of  the  common.  Out 
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THE 

RIGHT  MO  YE...  AT 

THE  RIGHT  TIME 

It's  even  more  crucial  in  the. business 
of  investment  management. 

And  it's  one  of  the  reasons  why 
Van  Strum  &  Towne  has  been  en- 
trusted with  more  than  one  billion 
dollars  worth  of  the  investable  assets 
of  individuals  and  institutions. 

For  more  information,  please  call 
or  write  . .  . 

E3  VAN  STRUM  &  TOWNE,  INC. 

INVESTMENT  COUNSEL 

280  Park  Ave.,  New  York,  N.Y.  10017 
(212)661-7700 

One  Wilshire  Blvd.  255  California  St. 

Los  Angeles,  Calif.  90017   San  Francisco,  Calif.  94111 


4:tUlh  IHrifli-nti 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  Paid 

For  103  Years 

A  quarterly  dividend  of  sev- 
enty cents  (70?)  a  share  will 
be  paid  on  December  14, 
1970,  to  stockholders  of  rec- 
ord November  13,  1970. 

SAMUEL  B.  CASEY,  JR. 
President 

Divisions 

Transportation  Equipment 
Pu//man-Sfandord 
I  railmobile 

Engineering/Construction 
The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 

Pullman  Transport 

Leasing  Company 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Irailmobile  Finance  Company 
Canadian  Irailmobile  Limited 
Societe  des  Remorques,  Semi- 

Remorques  et  Citernes  Traitor 
Empresas  Tecnicas  Asociadas 

Pullman,  S  A.  (Mexico) 
Berry  Metal  Company 
Aloe  Coal  Company 
f.  C.  Torkelson  Company 
Unimation,  Inc. 


of  25  companies  chosen  for  study,  I 
have  selected  ten  to  tabulate  (beloiv) 
and  discuss  briefly.  These  ten  recent- 
ly sold  at  an  average  of  13.5  times' 
estimated  earnings  for  1970  to  offer 
a  dividend  return  estimated  at  4.46%. 
Among  those  others  which  might 
have  been  included  are  Carter-Wal- 
lace (13),  Dr  Pepper  (19),  Dun  & 
Bradstreet  (46),  Max  Factor  (35), 
General  American  Oil  (39),  Andrew 
Jergens  (22),  Polaroid  (65),  which  I 
regard  as  too  high,  Skyline  (27), 
Thomas  &  Betts  (34),  Hiram  Walker 
(42)  and  Wrigley  (109). 

The  ten  issues  represent  good-sized 
companies  and  leaders  in  their  field. 
Briggs  &  Stratton,  which  has  paid  div- 
idends each  year  since  1927,  is  im- 
portant in  automobile  locks  and  is 
probably  the  biggest  factor  in  small 
gasoline  engines  used  in  lawnmowers; 
sales  were  $187  million  in  the  year 
ended  in  June.  Campbell  Soup  has 
paid  dividends  since  1902;  sales  last 
year  were  a  few  million  short  of  a  bil- 
lion. Profit  margins  have  always  been 
high.  Campbell  is  becoming  increas- 
ingly important  in  convenience  foods 
other  than  soups. 

Chicago  Pneumatic  Tool  has  paid 
dividends  since  1941.  In  spite  of  the 
somewhat  cyclical  nature  of  the  pneu- 
matic machinery  business,  sales  and 
net  profits  have  grown  consistently  in 
recent  years.  CTS  Corp.  is  an  impor- 
tant maker  of  variable  resistors  for 
TV  sets  and  of  other  electronic  items. 
It  has  many  new  products  in  the  micro- 
electronics area.  Like  all  stocks  related 
to  electronics,  the  issue  has  had  a 
big  decline;  it  dropped  from  39J»  in 
1967  to  a  low  of  11&  this  year.  It 
is  more  speculative  than  most  of  the 
other  issues  tabulated. 

Great  Atlantic  &  Pacific  Tea  is  the 
world's  largest  supermarket  company 
and  ranks  second  only  to  Sears  as  a 
volume  retailer.  The  widely  held  opin- 
ion in  investment  quarters  is  that  the 
management  should  be  able  to  do  a 
better  job  translating  the  company's 
excellent    consumer    acceptance    into 


larger  per-share  profits.  Earnings, 
profit  margins  and  inventory  turnover 
have  been  remarkably  steady  without 
showing  any  outstanding  growth.  At 
about  ten  times  earnings  to  return 
5.2%,  the  stock  is  not  expensive.  Nor' 
does  it  look  dynamic. 

Handleman  is  the  largest  indepen- 
dent wholesale  merchandiser  of  pho- 
nograph records.  Sales,  earnings  and 
dividends  have  shown  a  consistent 
growth,  which  entitles  the  stock  to  be 
dubbed  a  growth  issue.  At  19  times 
earnings  it  is,  of  course,  selling  at  a 
growth  price.  Johns-Manville  has  paid 
dividends  since  1927,  except  for  1933 
and  1934.  The  company  has  not 
shown  any  outstanding  growth  in  re-, 
cent  years,  and  the  stock  does  not 
seem  cheap  at  17  times  earnings  in 
spite  of  its  quality.  Maytag  has  grown 
consistently  and  without  interruption 
for  a  long  time.  I  am  not  at  all  sure, 
however,  that  I  would  prefer  it  to 
Whirlpool,  which  is  a  much  larger 
company  and  has  a  more  complete 
line  of  household  appliances.  Whirl- 
pool of  course,  has  a  debt  of  about 
$110  million,  while  Maytag  tradition- 
ally has  had  none. 

Smith  Kline  &  French,  after  a  long 
lacklustre  period,  seems  to  be  enter- 
ing a  more  dynamic  era  of  its  cor- 
porate life.  The  company's  research 
expenses  are  exceptionally  large  as  a 
leader  in  drugs  for  mental  disorders 
and  veterinary  products  and  it  does  a 
growing  proprietary  business  in  cold 
remedies  and  cosmetics.  I  have  owned 
this  stock  for  many  years  and  have 
great  faith  in  the  management. 

Timken  Co.  has  not  grown  much 
in  recent  years,  but  it  has  been  a 
steady  and  dependable  earner  and 
dividend  payer  for  nearly  50  years. 
At  ten  times  earnings  to  offer  a  divi- 
dend return  of  better  than  6%,  the 
stock  has  real  appeal  to  the  conserva- 
tive investor.  About  60%  of  Timken's 
business  is  related  to  products  that 
make  war  on  friction.  The  comp;my 
is  also  important  in  rock  bits  and  spe- 
cialty steels.   ■ 


Ten  Common-Stock-Only  Companies 

Recent           Ind. 
Price              Div. 

Ind. 
Return 

.—Earnings  per  Share— 
1971*              1970 

Ratio 

Briggs  &  Stratton 

48           $2.65 

5.4% 

$4.50 

$4.01 

10 

Campbell  Soup 

28             1.10 

3.9 

1.90 

1.54 

15 

Chicago  Pneumatic  Tool 

32             2.00 

6.2 

3.25 

3.45 

10 

CTS  Corp. 

16             0.40 

2.5 

1.45 

1.40 

11 

Great  Atlantic  &  Pacific 

25              1.30 

5.2 

2.50 

2.15 

10 

Handleman 

24             0.68 

2.8 

1.25 

1.18 

19 

Johns-Manville 

35             1.20 

3.4 

2.00 

2.48 

17 

Maytag 

30             1.35 

4.5 

1.70 

1.62 

18 

Smith  Kline  &  French 

46             2.00 

4.3 

3.00 

2.81 

15 

Timken  Co. 

28             1.80 

6.4 

2.70 

3.26 

10 

foe  some  companies  with  non-calendar  fisco/  year;  otherwise  figures  ore  estimates. 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


A 


It  All  Taken  Time 


Almost  six  months  have  gone  by  since 
the  stock  market  hit  bottom— or  at 
least  what  most  market  analysts  be- 
lieve was  the  bottom  of  this  bear  mar- 
ket. A  good  recovery  ensued,  but  now 
some  people  begin  to  wonder  whether 
this  was  not  a  case  of  too  much  too 
soon.  In  recent  weeks  the  market  lias 
reflected  these  doubts. 

It  certainly  cannot  be  denied  that 
business  statistics  not  only  show  no 
ligns  of  improvement,  but  actually 
continue  to  deteriorate.  Even  if  al- 
lowance is  made  tor  distortions  caused 
by  tht>  CM  strike,  the  industrial  pro- 
duction  iinli'v,  is  sfj||  ilcc  lining,  iinem- 
plo\  nienl  is  continuing  to  increase  and 
(fit  rate  ot  inflation  lias  noTTtimin- 
islircT  Neither  do  the  leading  indica tors 
suggest  a  change  for  the  better  in 
the  near  future. 

These  are  the  facts,  and  one  cannot 
argue  with  facts.  Nonetheless.  I  believe 
that  the\  should  not  be  interpreted 
too  negatively.  While  the  stock  market 
can.  .uu\  usuall)  does,  reverse  its  di- 
rection from  one  da)  to  the  next,  the 
overall  economy  changes  far  more 
gradually.  Just  remember  how  long  it 
took  to  cool  it.  It  would  be  unrealistic 
tn  expect  to  sec  statistical  evidence  of 
an  upturn  in  business  activ  it\  so  soon. 
especially  with  the  GM  strike  begin- 
ning to  affect  a  steadily  widening  area 
of  the  business  world.  Undoubtedly, 
tins  strike  is  prolonging  the  bottoming- 
out  period.  On  the  other  hand,  it  will 
no  doubt  also  make  the  recovery  that 
much  steeper. 

No  Balm  for  the  Bears 

•The  unemployment  rate  will  remain 
high,  however,  and  it  may  increase 
still  further.  This  is  partly  because  the 
labor  force  is  increasing  at  well  over  a 
million  a  year,  not  counting  men  re- 
leased from  the  armed  forces,  but  also 
because  industry  is  making  deter- 
mined efforts  to  nie  lnbfr  more  'iCj^j) 

*lv  and  effectively.  Because  of  the" 
social  and  political  impact  of  unem- 
ployment, I  think  it  is  only  realistic 
to  expect  the  Administration,  with  the 
full  cooperation  of  the  Federal  Re- 
serve, to  stimulate  economic  activity, 
the  only  limitation  being  the  fear  of 
rekindling  the  fires  of  inflation.  It  is  for 
these  reasons  that  present  rather  dis- 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


mal  business  statistics  as  well  as  poor 
corporate  profits  need  not  be  viewed 
as  bear  arguments  for  stock  prices. 
In  recent  months  many  financial 
analysts,  including  myself,  have  looked 
askance  at  stocks  which  are  selling  at 
very  high  prices  in  relation  to  current 
and  prospective  earnings,  not  to  men- 
tion in  relation  to  book  values.  We 
questioned  the  prudence  and  the 
mathematical  justification  of  buying 
stocks  selling  at  40  or  more  times  earn- 
ings, equivalent  to  an  earnings  yield  of 
or  less,  so  long  as  high-grade 
bonds  were  yielding  9%.  For  a  while  it 
seemed  that  the  market  was  beginning 
to  share  this  view— the  deflation  of 
high-earnings  multiples  became  most 
pronounced  last  August  when  most  of 
the  super-blue  chips  made  their  lows. 
That  was  about  ten  weeks  after  the 
averages  had  made  theirs. 

The  Super  Blues 

Yet  which  stocks  enjoyed  the  best 
recover)  and  are  once  again  selling 
not  very  much  below  their  all-time 
highs?  The  super-blue  chips,  of  course. 
These  are  the  companies  which  for  all 
intents  and  purposes  seem  immune  to 
conditions  of  business  in  general; 
whose  earnings  keep  rising  come  hell 
or  high  water;  and  where  labor  almost 
invariably  is  a  cost  factor  of  relatively 
minor  importance.  These  are  the  Rolls 
Royces  of  the  stock  market.  They  are 
anything  but  cheap,  but  they  do  lend 
prestige  to  any  investment  portfolio. 
If  you  can  afford  the  very  best,  you 
just  don't  quibble  about  price. 

However,  while  stocks  like  Johnson 
&  Johnson,  Avon  or  International  Fla- 
vors will  probably  continue  to  sell  at 
prices  which,  mathematically,  are  too 
high,  the  analysts'  warnings  against 
very  high-multiple  stocks  were  more 
than  justified  where  the  element  of 
superior  quality  was  lacking.  Fair- 
child  Camera,  for  instance,  sold  above 
100  last  year  and  at  96  this  year,  not- 
withstanding the  absence  of  any 
worthwhile  earnings  since  1966.  Uni- 
versity Computing,  another  nightmar- 
ish case,  did  report  earnings— but  were 
they  real  earnings?  These  are  prime 
examples  of  the  difference  between 
investments  and  speculations  which  in 
any  bull  market  tends  to  be  overlooked 
but  is  being  felt  with  agonizing  pain 
in  the  subsequent  correction. 


TEXAS  RED 

GRAPEFRUIT! 

The  Best  -  From  the  Lush 

Rio  Grande  Valley 
THIS   IS  OUR  45th  YEAR 

y2-bu.  Grapefruit $  7.50 

Carton  of  12  Grapefruit $  5.70 

Full  bu.  Grapefruit  $10.90 

Carton  of  6  Grapefruit  $  3.95 

y2-bu.  G.F.  &  Oranges $  7.60 

Full  bu.  G.F.  &  Oranges $10.95 

G.F.  &  Oranges  in  Mexican 

bamboo  baskets: 
%-bu.  $8.50 Full  bu.  $12.50 

All  are  delivered  prices 


WE 
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TRUST      YOU! 

and      pay     our 


Send     your  gift       list 
invoice      in      January. 


Other  citnifi   packs   and   also   pecans,    rare  honeys. 

fruit    cakes,    cheese,    smoked    hams    and    turkeys. 

Write  for  free  Illustrated  folder. 

PITTMAN   &   DAVIS,    INC. 

299  Eye  St.,  HARLINGEN.  TEXAS  78550 
Established  1926 
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COMPLETE   DETAILS   OF   EVERT 

SECURITY    YOU   OWN. 

FOR   INCOME   TAX    -   AS   A   GIFT 

Cover  of  Elegant  Brown  teatherette 

3  RING,  NICKEL,  LOOSE  LEAF  BINDER  WITH 
TRIGGER.  ADJUSTABLE  ALPHABETICAL  TABS 


Postage  paid 

Each  page,  86  in  all,  designed  to  cover  every 
detail  of  Purchases  &  Sales,  Dates,  Profit  and 
Losses,  Dividends,  etc.  Each  page  allows  three 
transactions  in  same  stock.  Takes  but  a  moment 
to  fill  in.  Pages  in  bock  of  book  for  Annual 
Summaries  of  Profit  ond  Loss,  Short  or  Long 
Term,  Dividends,  etc.,  etc.  Makes  tax  easy, 
quick  and  accurate. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offer  is  made  only  by  the  Prospectus. 


$81,550,000 


llVi%  Guaranteed  Loan  Certificates 
due  October  29,  1986 

Unconditionally  Guaranteed  as  to  Principal  and  Interest  by 

Pan  American 
World  Airways,  Inc. 


Price  100% 

Plus  accrued  interest,  if  any,  from  October  29,  1970 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 

several  Under writer s,  including  the  undersigned,  as  may  lawfully  offer  the 

securities  in  such  State. 


Blyth  &  Co.,  Inc. 
Dominick  &  Dominick, 

Incorporated 

duPont  Glore  Forgan 

Incorporated 

Goldman,  Sachs  &  Co. 
Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 


Lehman  Brothers 

The  First  Boston  Corporation 
Drexel  Harriman  Ripley 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co. 

Hornblower  &  Weeks-Hemphill,  Noyes 

Lazard  Freres  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers 


Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co. 
Bache  &  Co. 

Incorporated 
October  23,  1970. 


Stone  &  Webster  Securities  Corporation 


White,  Weld  &  Co. 


Dean  Witter  &  Co. 

Incorporated 

Paribas  Corporation 


Two  years  ago,  when  Procter  & 
Gamble  was  forced  by  court  order'  to 
divest  itself  of  Clorox  Co.,  investors 
were  not  sure  about  the  viability  and 
prospects  of  this  orphaned  subsidiary.' 
Although  a  leader  in  its  field,  this  was 
basically  a  one-product  company  with 
rather  limited  resources.  For  a  while 
the  skeptics  seemed  to  be  right  be- 
cause earnings  were  flat.  For  the  past 
six  months,  however,  Clorox  has  been 
able  to  report  impressive  gains.  The 
company  has  made  a  number  of  ac- 
quisitions which  have  lifted  sales 
above  the  $100-million  mark,  and  if 
profits  for  the  September  quarter  (50 
cents  a  share  vs.  41  cents  a  year  ago) 
are  indicative,  results  for  the  fiscal 
year  ending  June  30,  1971  should  eas- 
ily reach  a  new  peak,  possibly  above 
$1.75  a  share. 

Obviously  enjoying  its  indepen- 
dence, Clorox  seems  destined  to  be- 
come a  growth  company  in  the  ba- 
sically stable  and  non-cyclical  house- 
hold products  field.  The  stock  has 
performed  well  during  this  year's  mar- 
ket upheaval  and  is  selling  at  its  best 
price  (28)  in  two  years.  Taking  all 
factors  into  consideration,  an  earnings 
multiple  of  around  16  is  reasonable. 
The  stock  should  appeal  to  growth- 
minded  investors. 

A  Strong  Position 

While  mobile  homes  may  be  an  ac- 
ceptable, though  perhaps  temporary, 
stopgap,  the  shortage  of  housing  ap- 
parently is  still  getting  worse.  A  fa- 
vorable development  is  the  increasing 
flow  of  money  into  savings  institutions, 
and  if  long-term  interest  rates  should 
ease  further,  as  many  economists  ex- 
pect for  next  year,  there  should  be  an 
adequate  supply  of  mortgage  funds 
available  at  more  tolerable  rates.  Thus 
we  have  the  basis  for  a  significant  in- 
crease in  residential  construction,  al- 
though I  would  hesitate  to  talk  about 
an  impending  building  boom. 

Being  a  cyclical  industry,  almost  all 
stocks  have  a  distinct  speculative 
tinge,  and  the  stocks  which  have 
strong  growth  characteristics,  like 
Georgia-Pacific  and  Weyerhaeuser,  are 
not  exactly  on  the  bargain  counter. 
As  a  compromise  1  incline  towards 
Johns-Manville  (35).  The  company 
has  an  ultra-conservative  capitaliza- 
tion—no debt  and  no  preferred  stock. 
Prior  to  this  year  of  reckoning,  J-M 
was  criticized  for  not  leveraging  the 
capital  structure  and  thereby  maxi- 
mizing its  assets  potential.  But  what 
was  considered  stodgy  then,  now  en- 
hances the  stock's  investment  stand- 
ing. Although  this  year's  profits  may 
barely  reach  $2  a  share  (vs.  a  record 
$2.48  in  1969),  J-M  is  in  a  strong  po- 
sition to  capitalize  on  an  improvement 
of  the  building  industry.   ■ 
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Special  once-a-year  pre-publication  offer  of 


w<m%tf. 


t/r/97/ 


The  well-known  yearly  projection  in  clear,  unhedged  language  of 
what  United  predicts  for  the  coming  year  will  be  sent  to  you  fresh 
off  the  press  on  December  14th.  You  get  the  results  of  United's 
experience  in  a  penetrating  analysis  of  these  16  vital  subjects: 


Stock  Market 
Business 
Bond  Market 
Money  &  Credit 


Earnings 
Commodities 
Building 
Retail  Trade 


Autos  Dividends 

Production  Steel 

Foreign  Affairs  Agriculture 

Labor  Capital  Spending 


PLUS  UNITED'S  SELECTIONS 
including  our  analysis  of  profit  potential  and  risk 

•  15  PROMISING  STOCKS  UNITED  SPECIALLY  FAVORS 

•  5  QUALITY  GROWTH  STOCKS  FOR  THE  INVESTOR 

•  5  CONVERTIBLE  ISSUES  FOR  GROWTH  AND  INCOME 


PLUS  THESE 


BONUS  REPORTS  - 

OFFSHORE 
DRILLERS 

Individual  analysis  and  advice  on  the 
1 1  leading  stocks  in  each  of  these  fields 


HOSPITAL 
SUPPLIERS 


PLUS 
A  4  WEEK  SUBSCRIPTION  TO  UNITED  REPORTS 

4  issue  subscription  to  United  Reports  alone  is  $7 — this  entire  package  only 


MAIL  POSTPAID  AIRMAIL.  CARD  TODAYI  SEND  NO  MONEY  ...WE  WILL  BILL  YOU 
If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Dept.  FM-61 

UNITED  Business  &  Investment  SERVICE 

210   NEWBURY  STREET,   BOSTON,   MASSACHUSETTS  02116 
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T.  HOWE  PRICE 

GROWTH  STOCK 

FUND,  IMC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center.  Dept.  B 

Baltimore.  Md.  21201  Phone  (301)  539-1992 


Consecutive  dividend 
payments  since  1937 

Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas  77005 

Quarterly  Dividend 
450  per  Common  Share 

Payable  December  15, 1970 
Record  November  30, 1970 
Declared  October  28, 1970 

Cyril  J.  Smith 
Secretary 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
sCHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22lie  per  share 
on  the  outstanding  Common  Stock, 
payable  on  December  1,  1970,  to  stock- 
holders of  record  on  November  1C, 
1970.The  transfer  books  will  not  cl 
October  22,  1970 

RAMSEY  E.  JOSLIN,  Vice  President 
and  Treasurer 


^ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schufz 


Why  I  Couldn't  Get  Bearish  Last  Month 


Gloom  was  spreading  through  the 
stock  market  again  last  month.  There 
was  a  striking  inclination  among  in- 
vestors almost  everywhere  to  ignore 
what  was  potentially  constructive  in 
the  future  and  to  focus  predominant- 
ly on  what  was,  or  seemed  to  be,  ne- 
gative in  the  present. 

Not  surprisingly  in  this  sort  of  cli- 
mate, many  were  wondering  whether 
the  bear  market  might  not  be  about 
to  resume.  Technically-minded  bears 
insisted  that  the  June-October  recov- 
ery was  but  a  super-rally  in  a  bear 
market  that  still  had  to  carry  the  Dow 
to  levels  substantially  under  the  May 
panic  lows,  while  fundamentally-ori- 
ented bears  were  concerned  about  a 
return  to  tight  money  and/ or  about  a 
failure  of  the  economy  to  stage  a  de- 
cent recovery  next  year. 

A  Moderate  Upturn 

My  own  view  of  business  prospects 
sides  with  those  who  envisage  a  mod- 
erately vigorous  1971  business  upturn 
whose  timing  will  largely  depend  on 
when  the  General  Motors  strike  ends, 
but  which,  given  this  year's  revival  of 
money  growth  and  the  Administra- 
tion's espousal  of  a  supportive  fiscal 
policy,  could  gain  momentum  as  it 
unfolds.  It's  probably  not  unduly  naive 
to  give  some  weight  to  the  statement 
made  last  month  by  Dr.  Paul  Mc- 
Cracken,  chairman  of  the  President's 
Council  of  Economic  Advisers,  that 
the  gross  national  product  will  have 
to  grow  6%  a  year  on  average  for  the 
following  two  years  if  the  jobless  rate 
is  to  be  pushed  back  to  a  4%  "full  em- 
ployment" level. 

After  allowance  for  rising  prices, 
attainment  of  this  goal,  which  seems 
to  be  taking  on  "party  line"  overtones, 
would  call  for  GNP  dollar  growth  at 
annual  rates  of  8%-10%,  gains  that  in 
the  past  would  have  been  described 
as  a  boom.  Shade  these  projections  to 
eliminate  whatever  component  of  po- 
litical oratory  they  might  include,  and 
VOU  can  still  argue  that  monetary  and 
fiscal  policies  will  he  aiming  lo!T*ic- 
spccianlc  business  recovery  and  a~re- 
suTTmg  uptrend  in  corporate  profits 
\\jjicTi~Ttie  recent  average  stock  mice 
level  almost  surely  was  undercuscount- 
ing  b\  a  good  margin. 

Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


In  ^iny  case,  if  that's  the  broad  thrust 
of  -Administration  and  Federal  Re- 
serve Board  strategy,  one  would  logic- 
ally look  for  official  "signals"  designed 
to  bolster  confidence,  especially  on  the 
consumer  sector.  One  such  signal  log- 
ically should  come  some  time  this 
month,  because,  following  the  elec- 
tion, it  would  then  appear  to  be  polit- 
ically "untainted"  and  thus  carry 
greater  credibility.  This  would  be  a 
cut  in  the  Federal  Reserve's  discount 
rate.  With  demand  for  short-term 
credit  unmistakably  sluggish,  a  dis- 
count rate  reduction  could  soon  be 
followed  by  another  cut  in  the  prime 
interest  rate  currently  charged  by 
commercial  banks,  which  might  be- 
fore too  long  once  again  be  beating 
the  bushes  for  corporate  borrowers. 

The  Fed  could,  moreover,  be  ex- 
pected to  aim  for  annual  money 
growth  nearer  6%  than  the  relatively 
modest  average  of  barely  over  4%  an- 
nually for  the  first  ten  months  of  1970. 
It  could  also  channel  still  more  lend- 
able  funds  into  the  banking  system  by 
removing  the  ceiling  on  interest  rates 
banks  can  pay  for  large-denomination 
certificates  of  deposit  regardless  of  the 
date  of  maturity. 

The  net  result  of  any  or  all  such 
moves  should  be  to  re-encourage 
short-term  borrowing  by  business  and 
thus  to  stem  the  hitherto  rising  tide  of 
demand  for  long-term  credit  in  the 
bond  market;  bond  prices  could  then 
rally,  and  long-term  bond  yields  re- 
cede, which  in  turn  would  be  helpful 
for  common  stock  prices.  All  these  are 
trends  I  would  expect  to  begin  ma- 
terializing before  yearend,  and  I  think 
they  should  encourage  investors  to  an- 
ticipate the  end  of  the  General  Motors 
strike  and  the  emergence  of  a  visible 
economic  recovery. 

Mild  and  Limited 

In  a  more  technical  perspective,  I 
can  see  no  convincing  reason  for  aban- 
doning the  view  that  the  bear  market 
ended  last  May  with  the  Dow  near 
630.  At  that  time,  a  portfolio  consisting 
of  one  share  each  of  all  common 
stocks  listed  on  the  New  York  Stock- 
Exchange  would  have  been  worth  less 
than  half  its  peak  bull-market  value 
late  in  1968.  Even  if  you  allow  for 
substantial  overvaluation  two  years 
ago,  this  biggest-in-a-generation  drop 
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almost  certainly  overcompensated  for 
the  slowdown  in  business  and  the  con- 
traction in  corporate  earnings.  From 
this  viewpoint  alone,  the  bear  market 
ought  to  be  over.  And  if  the  bear  mar- 
ket is  over,  die  reaction  following  the 
first  big  recovery  from  the  May-panic 
lows  to  the  October  highs  should  be 
relatively  mild  and  limited,  especially 
if  the  recovery  made  no  great  dent  in 
the  presumably  huge  volume  of  buy- 
ing power  investors  accumulated 
through  heavy  prior  liquidation  and 
subsequent  cash  hoarding. 

It  seems  most  significant,  in  this 
connection,  that  round-lot  customers 
on  the  NYSE  sold  more  stock,  on  bal- 
ance, during  the  first  six  weeks  of  the 
post-panic  recovery  than  they  bought 
on  balance  during  the  next  12  weeks. 
Similarly,  preliminary  indications  are 
that  the  mutual  Funds'  collective  third- 
quarter  net  purchases  for  portfolio  ac- 
counts not  only  were  almost  negligible, 
but  involved  less  money  than  their 
second-quarter  net  sales,  even  though 
throughout  this  six-month  period  new 
cash  continued  to  pile  up  from  net 
sales  of  mutual  fund  stock  to  the  pub- 
lic. Private  investors,  meanwhile,  con- 
tinued to  amass  liquid  savings  in 
thrift  institutions  at  an  extraordinarily 
great  rate  after  spending  no  less  extra- 
ordinary sums  to  buy  newly  issued 
long-term  corporate  bonds. 

Oversold 

In  short,  their  seems  to  be  no  evi- 
dence whatever  that  the  steep  June- 
October  recovery  in  stock  prices 
—roughly  253  in  all  major  price  av- 
5,  whether  weighted  or  not— left 
the  market  in  a  seriously  vulnerable, 
overbought  technical  position.  On  the 
contrary,  indications  are  that  the  stock 
market  late  last  month  was  still  far 
more  nearly  oversold  than  overbought. 

The  same  conclusion  could  be 
drawn  from  the  statistics  for  odd-lot 
customers'  dealings  on  the  NYSE. 
Throughout  the  market's  recovery 
since  last  May  there  was  a  decided 
trend  toward  more  odd-lot  net  selling 
as  'prices  rose.  This  relationship  be- 
tween odd-lot  and  price  behavior  can, 
broadly  speaking,  be  interpreted  as 
tending  to  retard  the  development  of 
a  critically  overbought  technical  sit- 
uational! the  stock  market  at  large. 
But  perhaps  more  important,  odd-lot 
net  selling  continued  with  exceptional 
persistence  last  month  while  prices 
fell,  suggesting,  in  my  opinion,  that 
the  market's  overall  technical  struc- 
ture was  too  strong/to  warrant  expec- 
tations of  further  prolonged  and  se- 
vere price  weakness.  In  other  words,  I 
regard  the  retreat  from  last  month's 
highs  as  part  of  a  broadening  long- 
term  base  structure  that  should  soon 
be  complete.   ■ 
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Fire  yourself 
Hire  us. 

Is  your  portfolio  worth  more  right  now  thon  it  was  a  year  ago? 

If  not,  perhaps  you  ought  to  abandon  the 

"do-it-yourself"  approach  in  favor  of  full  time 

professional  investment  management. 

If  you  have  $10,000  to  $150,000  to  invest,  mail  the 

coupon  below  for  a  copy  of  our  12-page  brochure. 

This  brochure  explains  the  Wallace  Forbes  &  Partners 

approach  to  investment  management,  developed  by  Mr.  Forbes 

when  he  was  President  of  the  Forbes  Investors  Advisory  Institute. 


Gentlemen;  Please  send  me  your  brochure. 
Name . 


Address- 
City 


State_ 


.Zip. 


Wallace  Forbes  &  Partners,  Inc. 

Investment  Management 
Dept.U6,2  West  45  St.,  New  York,  NY.  10036  Tel.  MO  1-7610 


BBN 


now  on  AMEX 


Under  the  ticker  symbol  BBN, 

Bolt  Beranek  and  Newman  Inc.  is  now 

listed  on  the  American  Stock  Exchange. 

A  diversified,  technology-based  company 

at  the  $20-million  sales  level, 

BBN  provides  services  and  products  in 

environmental  noise  and  acoustics, 

information  science,  computer  technology, 

instruments  and  measurements, 

graphic  communication, 

transportation,  and  oceanology. 

Let  us  send  you  our  FY  1970  Annual  Report, 


Bolt  Beranek  and  Newman  Inc. 
50  Moulton  Street 
Cambridge,  Mass.  02138 
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How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year  "performance  record, "and  how 
it  may  help  you  now,  simply  write  Dept.  N-23 

the  Danforth  Associates 

Wellesley  hills,  Mass.,  us. a.  oai8i 

Investment  Management    .    Incorporated  1936 


DIVIDEND  NOTICE 

More  than  820,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  $1.05  per  share  declared 
October  28,  1970  and  payable 
December  10,  1970  to  sharehold- 
ers of  record  November  1 1 ,  1970. 

1970  is  the  88th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(New  Jersey) 


Cssa 


R ATI N  G    286 

WARRANTS 

as  to  relative  attractiveness,  with  current 
"Best  Buys";  Plus  full  statistical  informa- 
tion on  all  286  Warrants;  Plus  a  compre- 
hensive description  of  what  Warrants  are, 
how  they  operate,  and  how  potentially  large- 
scale  opportunities  are  developing  for  profits 
with  Warrants.  Includes  important  analyses 
of  the  A.T.  &  T.  Warrants  and  the  new 
Mobil  Oil  Warrants.  All  as  an  introductory 
package  from  one  of  the  oldest  and  most 
widely-respected  Warrant  services  (since 
1952).  To  avoid  future  missed  opportunities, 
send  $3  to  Warrants,  Dept.  F-812.  R.H.M. 
Associates,  220  Fifth  Ave..  New  York,  N  Y 
10001. 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


No  One  Rings  A  Bell 


It's  always  easy  to  accent  the  nega- 
tives when  the  market  is  in  the  process 
of  rebuilding  its  internal  defenses.  But 
no  one  rings  a  bell  when  it's  time  to 
buy  or  to  sell,  and  I  believe  each  of 
the  obvious  negatives  has  subtle  com- 
pensations. In  other  words,  it  seems  to 
me  that  emphasis  on  the  market's 
debits  basically  revolves  around  an  at- 
tempt to  rationalize  a  price  decline 
that  was  in  the  main  dictated  by  in- 
ternal considerations.  My  appraisal 
of  the  stock  market's  balance  sheet  in- 
dicates that  the  assets  are  greater  than 
the  liabilities. 

For  example,  granted  that  the  de- 
mand for  funds  is  so  large  that  interest 
rates  will  remain  historically  high,  one 
significant  fact  remains:  The  liquidity 
crisis  as  such  is  over  and  industry's 
internal  financial  health  has  been 
much  improved.  With  the  5%  annual 
rate  of  growth  in  the  nation's  money 
supply  neither  the  excuse  nor  the 
cause  of  price  inflation  when  industry 
is  operating  at  75%  of  capacity,  I  do 
not  foresee  a  change  in  the  Federal 
Reserve  Board's  expansionary  credit 
policies. 

In  a  similar  vein  of  thought,  I  sus- 
pect the  special  attention  being  giv- 
en the  changes  in  the  consumer  price 
index  overlooks  two  significant  con- 
siderations: a)  The  rate  of  change 
has  decreased  in  each  of  the  past  two 
quarters,  whereas  it  increased  in  the 
second  half  of  1969;  b)  basic  com- 
modity prices  have  been  in  a  down- 
trend for  the  past  six  months,  which 
means  lower  raw  material  prices  for 
industry  and  eventually  lower  con- 
sumer prices  as  well.  Thus,  I  continue 
to  believe  a  slower  rate  of  price  in- 
crease is  in  prospect. 

Improving  Productivity 

I  also  continue  to  believe  that  in- 
dustry's profits  can  show  surprising 
resiliency  given  an  increase  in  the  vol- 
ume of  business.  Labor  costs  per  unit 
of  output  have  risen  only  1%  since  the 
turn  of  the  year— have  been  nearly  sta- 
tionary in  the  last  three  months— 
whereas  they  climbed  sharply  in  1968 
and  1969.  This  significant  statistic  re- 
flects a  number  ol  factors,  particularly 
improving  productivity. 

Lastly,  and  perhaps  most  important 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


of  all,  I  see  no  reason  at  this  time 
to -change  my  view  that  the  economy 
is  in  the  early  stages  of  a  slow  up- 
turn. While  consumers  have  been  cau- 
tious spenders  up  to  now,  the  latest 
Sindlinger  survey  indicates  that  con- 
sumer pessimism  about  the  outlook 
bottomed  in  July.  And  past  experi- 
ence points  to  an  acceleration  of 
spending  three  to  six  months  after 
such  a  turnabout. 

Meanwhile,  emphasis  on  temporary 
overall  uncertainties  can  obscure  one 
underlying  fact:  The  stock  market  con- 
sists of  thousands  of  different  compa- 
nies, many  of  which  have  their  own 
private  cycles  of  behavior.  In  other 
words,  market  trends  consist  of  the 
action  and  interaction  of  a  wide  num- 
ber of  groups  of  stocks  rather  than  one 
single  entity.  Consequently,  capital 
can  flow  to  the  new  stock  candidates 
for  investor  attention  which  develop 
in  a  recuperating  economy. 

Attractive  Speculation 

Illustrative  of  the  point,  I  believe 
Cutler-Hammer  (around  24,  paying 
$1.20)  is  an  attractive  speculation.  Its 
Airborne  Instruments  Laboratory  divi- 
sion is  a  pioneer  in  air- traffic-control 
systems,  and  while  volume  declined 
from  $99  million  in  1967  to  $71  mil- 
lion last  year  (out  of  a  $227-million 
corporate  total),  it  has  now  turned  the 
corner.  Secondly,  although  about  40% 
of  the  company's  sales  are  to  the  Gov- 
ernment, practically  none  of  this  busi- 
ness is  related  to  the  war  in  Vietnam 
as  such,  which  means  an  easing  of 
budgetary  pressures  will  result  in  in- 
creased spending  for  electronic  recon- 
naissance and  strategic  countermeas- 
ure  systems,  etc.  Thirdly,  with  about 
40%  of  the  company's  power  distribu- 
tion and  control  equipment  business 
going  to  industrial  customers,  Cutler- 
Hammer  naturally  would  benefit  from 
the  coming  upturn  in  the  economy.  I 
believe  this  year's  earnings  will  be  in 
the  $2  per  share  area  as  against  $1.90 
in  1969,  $1.60  in  1968,  and  I  see  fur- 
ther improvement  in  1971. 

Speaking  of  another  Milwaukee 
company,  it  seems  to  me  that  Allis- 
Chalmers,  under  15,  is  in  a  bottoming- 
out  area.  The  pertinent  considerations 
as  I  understand  them  are  as  follows: 
1 )  This  year's  sales  and  profits  should 
slightly  exceed  the  $805  million  and 
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$1.51  respectively  reported  for  1969. 
2  With  incoming  orders  strong  and 
*the  backlog  substantially  higher  than 
a  year  ago.  the  1971  outlook  points 
to  a  respectable  gain  in  earnings.  3) 
Part  of  the  expected  improvement  re- 
flects the  prospects  of  better  results 
in  the  construction  machinery  divi- 
sion, which  this  year  has  had  a  man- 
ufacturing problem  due  to  a  major 
plant  rearrangement.  Part  also  re- 
flects the  fact  that  the  consolidation 
period  following  the  new  management 
which  has  been  introduced  in  the  past 
two  years  is  just  about  over.  Naturally, 
there  are  some  remaining  problems, 
such  as  the  fact  that  working  capital 
position  is  tight,  pension  costs  heavy, 
etc.  But  the  risks  seem  recognized  at 
going  prices  and  there  is  an  internal 
potential  for  change. 

Some  New  Pluses 

I  also  see  new  reason  for  an  interest 
in  Universal  Leaf  Tobacco  (recently 
at  around  30,  paying  SI. 50)  with 
earnings  of  S3.05  per  share  in  the  fis- 
cal year  which  ended  June  30.  There 
are  some  unappreciated  pluses  to  the 
company's  basic  business:  1)  Profits 
are  related  to  commissions  and  the 
physical  volume  of  tobacco  processed 
for  the  cigarette  manufacturers,  rath- 
er than  to  tobacco  prices.  2)  While 
l  S  cigarette  consumption  has  been 
Hat  in  the  past  few  years,  worldwide 
growth  is  in  the  order  of  5%  annually. 
As  a  result,  die  company's  internation- 
al business  from  its  plants  outside  ol 
this  country  represented  322  of  last 
fiscal  year's  profits  as  against  22';'  in 
1968.  Equally  important,  the  basic 
strengths  of  this  little-known  company 
now  have  the  speculative  appeal  of  a 
venture  into  the  modular  housing 
business,  a  venture  which  should  con- 
tribute some  $15  million  of  volume  in 
the  1970-71  fiscal  year.  And  all  the 
start-up  costs  now  are  past  history. 
While  the  capitalization  is  thin  this 
could  be  a  new  plus  for  Universal. 

Although  both  the  market  and  the 
economy  might  be  said  to  be  in  need 
of  a  new  psychological  stimulant,  two 
reassuring  considerations  arc  worth 
noting:  1)  Unlike  the  situation  during 
the  summer  months,  the  question  to- 
day is  not  whether  the  1 969-70  decline 
is  over,  but  when  the  next  major  up- 
swing will  begin.  2)  The  internal  mar- 
ket evidence  suggests  that  this  is  a 
period  of  hesitation  rather  than  the 
beginnings  of  a  major  setback.  While 
a  more  prolonged  period  of  what  Wall 
Street  calls  base  building  may  be  re- 
quired, the  key  consideration  to  me  is 
that  an  entirely  new  list  of  candidates 
for  investment  attention  is  in  the  pro- 
cess of  developing.  This  new  fist  could 
include  a  number  of  heretofore  lag- 
gard groups.   ■ 
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Can  private, 

personal  investment 

counsel  do  more  for 

you  than  your 

mutual  funds? 

Possibly!  If  you  own  mutual  funds,  in  reality 
you  are  investing  in  a  business. 

If  that  business  has  moved  you  satisfactorily 
toward  your  goal  of  making  your  financial  future 
significantly  more  comfortable  and  secure. . . stick 
to  your  plan!  Do  not  let  us  or  anyone  else  influ- 
ence you  to  change. 

However,  if  your  mutual  funds  have  treated  you 
poorly,  perhaps  you  should  appraise  the  matter 
in  the  unprejudiced  way  a  business  executive 
might  use,  and  decide  if  a  new  money  manager 
is  in  order. 

No  one  has  to  tell  you  that  in  a  succesful  business, 
results  are  accomplished  by  allocating  resources 
to  divisions,  products  and  services  that  are  pro- 
ductive... not  by  permitting  funds  to  be  tied  up  in 
problems.  The  same  principle  applies  in  investing. 

Possibly,  private,  personal 
in  vestment  counsel  can  help ! 

"Personal  Investment  Counsel" 

If  you  invest  $10,000  or 
more  and  you  would  like  to 
look  into  what  personal 
investment  counsel  might 
do  for  you,  ask  for  your 
complimentary  copy  of  this 
48-page  book.  It  describes  specific  principles  of 
managing  money  by  modern,  business  manage- 
ment methods. 

(When  you  write  you  may  wish  to  list  the  mutual 
funds  and  securities  you  own  now.) 

Mansfield  Mills  Inc. 

Personal  Investment  Counsel  •  Investment  Advisor  Since  1938 

7918  Ivanhoe  Ave.  (P.O.  Box  351)  Dept.  2-1 1A 

La  Jolla,  California  92037 
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William  Blair  &  Company 

is  investment  adviser  to 

Growth  industry  Shares 


a  no-load  mutual  fund 


investing  in  companies  selected 
for  potential  long-term  growth 


For  GIS  prOSpeCtUS  mail  coupon 


Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LaSalle  St.,  Chicago,  III.  60603 


=■       H 


Name_ 


Address. 
City 


_State_ 


— Zip_ 


Put  FW's  68  years 
of  successful 
experience  to  work 
for  you  now 

Devoted  since  1902  to  giving  inves- 
tors the  facts  and  guidance  that 
point  to  sound  stock  values  in  every 
kind  of  market,  FW  and  its  Added 
Services  can  give  you  just  the  in- 
vestment help  you  need  to  make  the 
best  possible  decisions  regarding 
your  securities  now  and  in  the  cru- 
cial weeks  ahead.  Start  now  .  .  . 

Try  FW's  Comprehensive  Service  NOW 
on   this   Special   $6   Introductory    Offer 

YOU  GET  ALL  THIS:  (1)  Twelve  weekly 
issues  of  FW  (2)  Three  monthly  sup- 
plements  of  "INDEPENDENT  AP- 
PRAISALS" (3)  Advice-by-Mail  Privi- 
lege each  week  (4)  The  $2.75  Twelve- 
Y.-ai    (1958-1969)  Stock  Record  Book. 

MONEY-BACK  GUARANTEE-If  this  sounds 
like  $6  worth  of  tax-deductible  expense 
to  you  lust  send  payment  with  your 
and  address  to  Dept.  FB-1115. 
■y-back  guarantee  if  not  satisfied 
within  30  days. 

FINANCIALWORLD 

Depl.  FB-1115 
17     Itallcry     Place,     New     York,     N.Y.     10004 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCKULZ 


A 


ABRAHAM  &CO. 

Members  New  York  stock  Exchang.fi 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 
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STOCK  TRENDS 

By  Myron  Simons 


Four  Sad  Syndromes 


In  the  aftermath  of  a  bear  market,    * . 
it's  easy  to  lose  sight  of  the  fact  that 
the  stock  market  has,  for  almost  30 
years,  been  the  most  easily  available 
and  one  of  the  best  places  to  make 
monev_outside  of  one's  own  business. 
Wall  Street,  with  the  nearsightedness 
that  comes  after  a  long  decline,  has 
made  its  new  heroes  the  technicians 
who  advised  short  sales  and  the  econ- 
omists who  predicted  worse  and  worse 
things  to  come.  But  let's  keep  things 
in  perspective.  Over  the  long  run  the 
bulls,   not  the  bears,  have  been  the 
real  heroes.  Since  the  early  1940s,  the 
market  has  gone  up  and  up;  bear  mar- 
kets have  been  only  temporary  aberra- 
tions. And  many  large  fortunes  were 
created  on  the  long  side,  by  people 
who  bought  shares  of  growing  compa- 
nies and  stayed  with  them-the  Pola- 
roids, the  Xeroxs,  the  IBMs  and  many 
others  of  worth. 

The  Wrong  Choice 

The  real  problems  left  behind  by 
bear  markets  are  not  the  paper  losses 
in  soundly  selected  stocks-history  tells 
us  that  they  get  made  up.  The  real 
problems  are  those  that  arise  from 
plain  bad  judgment.  For  example: 

The  Intuition  Syndrome.  This  is  the 
conviction  that  one's  ability  for  feeling 
out  a  good  situation  is  so  phenomenal 
that  one  doesn't  have  to  use  his  other 
senses,  or  even  his  brain.  We  saw  a  lot 
of  this  type  toward  the  end  of  the 
bull  market. 

The  Waiting  Syndrome  is  another. 
A  stock  was  bought  with  a  certain  ob- 
jective in  mind.  But  when  it  reaches 
that  price,  the  buyer  decides  he'll  give 
it  a  little  more  time  to  go  even  higher. 
Not  for  any  good  reason,  but  just  be- 
cause it  acts  so  well.  Even  after  it 
breaks,  he  still  keeps  looking  for  a 
miraculous  upward  move.  This  syn- 
drome is  famous  for  turning  good 
[Mollis  into  horrendous  losses. 

The  Killer  Syndrome.  This  one  is 
out  for  the  big  winner.  And  the  buy- 
er is  willing  to  take  chances  to  make 
it.  The  only  trouble  is  that  he  hasn't 
limited  himself  to  only  one  or  two 
wild  speculations.  When  the  break 
comes,  instead  of  making  a  killing,  he 
gets  killed. 
The  Hoarder  Syndrome.  This  type 

Mr.    Simons    is   a    partner    with    the    NYSE   firm    of 
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accumulates  stocks  and  doesn't  look  at 
them  again— until  it's  a  little  too  late  I 
because  the  fundamentals  have  con-  J 
siderably  changed. 

If  you  recognize  yourself  as  hav- 
ing  some   of   these   symptoms,   don't  I 
quit.  Just  face  facts.  Many  profession-  j 
als,  including  me,  have  made  these  | 
mistakes  a  number  of  times. 

The  point  is  that  they  are  all  er-  J 
rors  of  slipshod  judgment.  People  who   | 
pinch  pennies  in  their  own  businesses 
will  go  into  the  stock  market  and  com- 
mit fortunes  on  just  a  ridiculous  whim 
or  even  a  tip. 

The  market  in  the  long  run  is  built : 
on  reason,  even  though  there  are  tem- 
porary crazy  moments;  there's  no 
great  genius  required,  no  esoteric 
knowledge.  What  is  necessary  is  to 
pick  securities  appropriate  for  your 
objectives-sound,  slow,  but  steady 
ones  if  you  are  a  conservative  inves- 
tor, and  rapid  growing  ones  if  you're 
more  willing  to  take  risks.  But  they 
must  be  thought  about,  standards  and 
objectives  set,  and  then,  they  have  to 
be  watched.  "Put  them  away  and  for- 
get them"  is  a  piece  of  advice  that 
went  out  of  style  long,  long  ago. 

A    few    antidotes    for    these    syn- 
dromes are: 

Know  what  you're  trying  to  ac- 
complish, and  how  it  can  happen.  II 
you  choose  a  stock  that's  depressec 
because  of  market  conditions,  or  be- 
cause of  a  slowdown  in  its  rate  01 
growth  that's  only  temporary,  you'n 
probably  on  a  safe  track.  Take  Pit 
ney-Bowes  (28),  the  leader  in  post 
age-metering;  its  growth  has  beer 
slow  but  steady.  Because  of  its  pre 
dominance  in  its  field,  it  usually  com 
mands  a  high  price/ earnings  multipl 
—at  some  time  in  every  year  of  th 
1960s  it  sold  at  26  times  its  earning: 
and  often  much  higher.  Its  lowe; 
price  /earnings  multiple  of  the  decad 
was  18  times  in  1965. 

No  Miracles 

Its  earnings  for   1970  could  reac 
$1.35   a   share,    up    from    $1.29   la 
year,  and  1971  could  show  a  birth 
improvement— perhaps    to    the    $1.J| 
level.  There  seems  to  be  nothing  u  j 
reasonable  about  the  hope  that  tl  | 
stock  could  push  into  the  middle  3( 
But  don't  expect  miracles;  for  Pitne 
Bowes  to  go  to  the  50s  would  requi 
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either  more  rapid  growth  than  now 
appears  on  the  horizon,  or  a  great  bull 
market,  or  perhaps  both. 

V  ruler  stand  your  risks.  When  you 
arg  bu\ing  a  stock  because  of  devel- 
opments that  may  occur,  don't  forget 
to  look  at  what  it  will  be  worth  if  the 
events  don't  happen.  Those  who 
bought  some  of  the  conglomerates  at 
the  height  of  their  excitement  back  in 
1969  had  to  assume  that  many  of 
them  would  continue  to  make  won- 
derful acquisitions  using  inflated  stock, 
or  warrants,  or  bonds  that  were  piled 
on  to  an  already  top-heavy  debt  struc- 
ture. There  were  too  many  things  that 
could  go  wrong  (and  ultimately  did) 
to  warrant  the  risk.  Hut  now  the  prices 
of  some  of  them  are  so  far  down  that 
are  reasonable  based  on  the  com- 
panies' internal  growth  potentials, 
even  without  further  acquisition. 

Northwest  Industries  (17),  which 
is  experiencing  a  sharp  turnaround 
from  last  year's  deficit  operations,  is 
expected  to  make  over  S2  a  share  this 
year.  The  stock  sells  at  only  a  little 
tjvei  eight  times  anticipated  earnings. 
Should  it  accomplish  its  objective  to 
sell  its  railroad  subsidiary  to  its  em- 
ploxees,  it  could  have  a  large  tax  cred- 
it and  be  relieved  ol  a  highly  cyclical 
Operation.  It  might  then  be  possible 
for  both  earnings  and  the  stock's 
price/ earnings  multiple  to  go  up  si- 
multaneously. 

Time  To  Switch 

Ih  view  your  portfolio  constantly. 
Stocks  are  usually  bought  for  a  rea- 
son; and  when  there's  a  change,  the 
stock  should  be  sold  and  a  new  one 
fought  There's  always  plenty  to 
choose  from. 

The  lull  after  the  first  sharp  re- 
covery from  a  bear  market— the  pres- 
ent stage  of  the  stock  market— is  usu- 
alk  an  excellent  time  to  buy,  and  to 
make  switches  in  your  portfolio.  Ex- 
citing new  things  are  happening  in 
the  economy;  there  is  probably  a 
housing  boom  in  the  making,  and  com- 
panies like  Sherwin-Williams,  ITT 
(through  its  Levitt  division)  and 
Boise  Cascade  should  be  able  to  take 
advantage  of  it.  The  consumer  has 
been  spending  far  less  than  his  in- 
come, a  situation  which  generally  is 
short-lived.  A  wave  of  new  buying 
should  help  retailers,  as  well  as  such 
companies  as  Bell  &  Howell  and  In- 
tereo,  the  largest  shoe  manufacturer 
in  the  U.S.  It's  a  time  for  planning  and 
action,  and,  above  all,  for  taking  ad- 
vantage of  the  illogic  of  the  recent 
bear  market.  But  use  your  intelligence 
and  common  sense  to  the  fullest  ex- 
tent. After  all,  if  you  expect  to  make 
money  in  the  stock  market,  or  any- 
where else  for  that  matter,  that's  the 
least  vou  can  do.  ■ 
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261st  COMMON  DIVIDEND 


A  regular  dividend  of  Fifty-two  and  One-half  Cents  (52l/2<t) 

per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  December  1, 

1970,  to  stockholders  of  record  at  the  close  of  business 

November  10,  1970.  Checks  will  be  mailed. 

October  27, 1970  C.  A.  Mehos,  Vice  President  and  Treasurer 

OPERATING  UNITS: 

GALLAHER     LIMITED 
(£23) 


Jlauirs  18  v  Jl]  ram  llisiillmg  (Fn. 


-^zot^npc**t£- 


/NC- 


Sunshine  biscuits,  inc. 


VISIBLE      RECORDS.  INC. 


DUFFY -MOTT   COMPANY.  INC. 


AMERICAN  BRANDS.  INC.,  245  PARK  AVENUE,  NEW  YORK,  N.Y.  10017 


R.J.Reynolds  Industries,  Inc. 

A  quarterly  dividend  of  600  per  share  has  been  de- 
clared on  the  Common  Stock  of  the  Company,  pay- 
able December  5,  1970  to  stockholders  of  record  at 
the  close  of  business  November  10.  1970. 

WILLIAM  Ft.  LYBROOK 
Senior  Vice  President  and  Secretary 
Winston-Salem.  N.  C. 
October  15,  1970 

Seventy  Consecutive  Years  of  Cash  Dividend  Payments 

R.J.  REYNOLDS  INDUSTRIES,  INC. 

TOBACCO  PRODUCTS  •  FOOD  PRODUCTS  •  FRUIT  JUICE  BEVERAGES 

INDUSTRIAL  CORN  PRODUCTS    •     ALUMINUM  PRODUCTS    •     PACKAGING  MATERIALS 

CONTAINERIZED  FREIGHT  TRANSPORTATION 
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The  Funds 


The  Chow  Mein  Fund 

Why  should  Jeno  Paulucci,  an  im- 
migrant  Italian's  son,  who  made 
over  $100  million  creating  and  sell- 
ing companies  like  Chun  King  to 
corporate  giants  like  Reynolds  To- 
bacco, buy  a  tiny  mutual  fund 
called  First  Sierra  Fund? 

To  ask  such  a  question  is  not  to 
know  Jeno  Paulucci,  who  works  as 
hard  as  he  plays  {see  picture).  If 
he  has  an  Italian  background,  he 
has  an  American  view  toward  mon- 
ey: The  more  you  have,  the  more 
you  have  to  make.  Paulucci  started 
out  worrying  about  how  to  man- 
age his  own  huge  fortune  and  end- 
ed up  deciding  to  go  into  the  mon- 
ey-management business. 

Such  an  unconventional  boss 
couldn't  have  a  conventional  fund 
president  either,  and  he  doesn't. 
Thirty-three-year-old  Orville  Weis- 
zhaar  has  enough  hair  over  his  ears 
to  be  nicknamed  Samson.  Orvie 
spends  his  spare  time  working  with 
a  West  Coast  ghetto  organization 
called  The  Switchboard.  It  is  a 
kind  of  hotline  where  troubled 
people  can  telephone  anonymously 
for  information  on  how  to  kick  a 
drug  habit,  say,  or  get  out  of  trou- 
ble with  the  law.  Weiszhaar  sits 
on  this  hotline  at  night  himself. 
"This  kind  of  work  is  more  impor- 
tant," says  Weiszhaar,  "than  what 
I  do  in  the  daytime." 

Weiszhaar  feels  what  he  learns 
on  the  hotline  makes  him  a  better 
money  manager.  After  all,  you 
don't  manage  money  in  a  vacuum. 


Such  has  been  Weiszhaar's 
whole  approach  to  his  career.  In- 
stead of  taking  the  business  school 
route,  he  became  a  professional  stu- 
dent, took  chemistry,  engineering, 
accounting,  law  and  a  year  of  med- 
ical school  on  the  theory  that  a 
deeper  understanding  of  various 
disciplines  would  help  him  more 
than  "an  MBA's  overview  of 
a  smattering  of  each  field." 

How  did  he  get  mixed  up  with 
Jeno?  "It  was  unbearably  hot  in 
Minneapolis.  I  had  taken  a  job  with 
a  large,  well-known  company,  but 
I  was  sticky  and  tired.  I  needed  a 
vacation  in  a  cooler  spot  at  some- 
one else's  expense.  I  saw  an  ad  by 
Paulucci  inviting  people  up  to  Du- 
luth  for  job  interviews  at  Chun 
King,  so  I  went.  To  my  surprise,  I 
took  a  job  on  his  legal  staff." 

Orvie  eventually  wound  up  with 
overall  charge  of  investing  Pauluc- 
ci's  fortune  properly,  including 
some  put  in  various  mutual  funds. 
Then  Jeno  sold  Chun  King  to 
Reynolds  for  $63.4  million  in  cash. 

"It  was  a  terrible  problem,"  says 
Weiszhaar.  "We  had  to  do  some- 
thing with  all  that  money,  so  I 
called  on  the  best  brains  on  Wall 
Street.  But  when  I  met  them,  I 
figured  our  best  decision  would  be 
to  own  our  own  money-manage- 
ment company  to  be  run  100%  for 
the  benefit  of  Jeno  Paulucci." 

In  Sierra,  Orvie  bought  a  fine 
record  and  the  team  that  made  it. 
Sierra  Fund  ranked  A  in  up  mar- 
kets and  B  in  down  markets  in  the 
last  Forbes  Mutual  Fund  Survey. 
The  fund,  formerly  a  specialist  in 


Jeno  Paulucci 


insurance  stocks,  now  has  only  25% 
of  its  portfolio  in  insurance  stocks. 

Some  $8  million  of  Paulucci's 
money,  the  most  conservative  part, 
now  is  in  Sierra  in  addition  to  $14 
million  of  other  people's  money. 
The  rest  of  his  millions  is  managed 
with  different  goals,  taking  chances 
that  probably  would  not  be  proper 
for  a  conservative  fund. 

Of  course,  Jeno  Paulucci  is  a 
great  marketing  man,  and  Sierra 
reflects  it.  Says  Orvie:  "I  feel  an 
element  of  any  success  we  have 
will  depend  on  selling  the  fund 
properly.  You  can  have  conserva- 
tive goals  as  we  will  have  and  still 
push.  Most  of  the  trouble  with  the 
go-go  funds  over  the  last  three 
years  is  that  they  were  not  sold 
properly.  Investors  did  not  under- 
stand what  they  were  buying." 

What  is  Weiszhaar  buying  now? 
Social  responsibility  stocks?  Not  at 
all.  "Fortunately  our  insurance 
stocks  held  up  while  basic  indus- 
try stocks  fell  to  what  I  believe 
are  ridiculously  low  bargain  levels. 
So  we  switched,  buying  things  like 
TWA,  Chrysler,  Litton,  Teledyne." 

What  about  social  stocks,  pollu- 
tion and  all?  "The  other  kind  of 
stock,  like  crime  detection  and  pol- 
lution control  will  benefit,  but  right 
now  everyone  sees  that  and  they 
may  be  overpriced.  After  all,  it's 
not  what  you  buy,  but  the  price 
you  pay  for  it." 

Now  do  you  see  why  Jeno  Pau- 
lucci and  Orville  Weiszhaar  hit  it 
off  so  well?  ■ 
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his  advertisement  is  not  an  offering.  No  offering  is  made  except  by  a  Prospectus  filed  with  the  Department  ol  Law  of  the  State  of  New  York  and  the  Bureau  of  Securities 

Department  oi  Law  and  Public  Safety  of  the  State  of  New  Jersey.  Neither  the  Attorney  General  ol  the  State  of  New  York  nor  the  Attorney  General 

ol  the  State  of  New  Jersey  nor  the  Bureau  of  Securities  ol  the  State  ol  New  Jersey  has  passed  on  or  endorsed  the  merits  of  this 

offering.  Any  representation  to  the  contrary  is  unlawful. 


$150,000,000 


The  Equitable  Life  Mortgage 
and  Realty  Investors 

Units  Consisting  of 

3,000,000  Shares  of  Beneficial  Interest 


and 


$75,000,000    63/4%  Convertible  Subordinated  Debentures  Due  1990 

These  securities  are  being  offered  only  in  Units,  each  consisting  of  four  Shares  of  Beneficial 
Interest,  $  1  par  value,  and  S 100  principal  amount  of  Debentures,  which  may  not  be  trans- 
ferred separately  until  a  date  (not  later  than  January  27,  1971 )  designated  by  the  Trust. 


Price  $200  Per  Unit 


Upon  request,  a  copy  ol  the  Prospectus  describing  these  securities  and  the  business  ol  the 
Trust  may  be  obtained  within  any  State  Irom  any  Underwriter  who  may  regularly 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  ol  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  ol  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 
Dillon,  Read  &  Co.  Inc.  The  First  Boston  Corporation  Kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co. 

duPont  Glore  Forgan  Eastman  Dillon,  Union  Securities  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

Kidder,  Peabody  &  Co.         Loeb,  Rhoades  &  Co.         Paine,  Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co. 


Incorporated 


Incorporated 


Stone  &  Webster  Securities  Corporation  Wertheim  &  Co.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated 

Bache  &  Co.    Credit  Lyonnais    Kleinwort,  Benson    Paribas  Corporation    Reynolds  &  Co.    Bear,  Stearns  &  Co. 

Incorporated  Corporation  Incorporated 

CBWL-Hayden,  Stone  Inc.  Clark,  Dodge  &  Co.  Dominick  &  Dominick,  Shelby  Cullom  Davis  &  Co. 

Incorporated  Incorporated 


F.  Eberstadt  &  Co.,  Inc. 

W.  E.  Hutton  &  Co.  Ladenburg,  Thalmann  &  Co 


Harris,  Upham  &  Co. 

Incorporated 


E.  F.  Hutton  &  Company  Inc. 


Shields  &  Company 

Incorporated 


G.  H.  Walker  &  Co. 

Incorporated 


F.  S.  Moseley  &  Co. 
Rothschild  &  Co. 
Wood,  Struthers  &  Winthrop  Inc. 


John  Nuveen  &  Co. 

(Incorporated) 


Piper,  Jaffray  &  Hopwood  R.  W.  Pressprich  &  Co.  L.  F.  Rothschild  &  Co.  Shearson,  Hammill  &  Co. 

Incorporated  .   Incorporated  Incorporated 


Robert  Fleming 

Incorporated 


October  30, 1970 
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SALES  CHARGE 
REDEMPTION  CHARGE 

100  %  of  your  money  invested 
in  stocks  PROFESSIONALLY  SELECTED 
for  growth  possibilities  . . .  providing 
a  diversified  energy  based  portfolio 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  pollution  control 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


MODEL  CORPORATE  PROFIT 
SHARING  PLAN  AVAILABLE 


RALPH  E.  SAMUEL  t  CO..  Distributor 

Members  N.  Y.  Stock  Exchange 

55  Broad  St.,  New  York  10004  Dept.  F 

(212) 344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 
Also  send  information  on: 
D  Corporate  Profit  Sharing 
D  Keogh  Retirement 

NAME . 


ADDRESS. 


ZIP 


I 
I 

I 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND, 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 

Name 


Address. 

City 


.State. 


Zip  Code. 


READERS  SAY 


(Continued  from  page  13) 

Sir:  Lead  has  long  been  recognized  as 
an  air  pollutant.  [Research]  has  isolated 
emissions  from  leaded  gasoline  as  by  far 
the  principal  contributor  of  such  pollu- 
tants to  the  atmosphere. 

I  would  also  like  to  comment  on  your 
sentence,  "But  if  a  bit  different  and 
better  antipolluting  device  on  which  the 
lead  in  gasoline  has  no  effect  is  around 
the  corner.  .  .  ."  Of  course  there  are  de- 
vices now  which  can  function  with  lead- 
ed gasoline.  However,  because  of  the 
extremely  high  temperatures  involved 
and  the  need,  therefore,  to  use  highly 
expensive  metal  components,  this  is  not 
considered  a  solution  by  die  motor  car 
companies.  In  fact,  there  is  general  agree- 
ment among  them  that  the  goals  of  the 
Clean  Air  Act  cannot  be  reached  with 
leaded  gasoline. 

— R.C.  Glogau 

President, 

Engelhard  Industries 

Newark,  NJ. 

Sir:  One  of  the  most  deceptive  things 
the  lead  interests  have  been  saying  is 
that  there  is  6%  less  efficiency  and  6% 
greater  use  of  gas  if  you  take  the  lead 
out.  Everyone  else  figures  1  cent  per 
gallon  at  the  refinery  or  2  cents  per  gal- 
lon at  the  pump  to  cover  extra  refining 
to  give  an  equal  octane  of  unleaded 
gasoline.  Because  of  the  3%  higher  BTU 
content  of  unleaded  gasoline,  this  gives 
a  saving  of  a  minimum  of  1.2  cents  per 
gallon  because  of  better  mileage.  Thus 
you  have  either  a  greater  efficiency  or 
use  less  gasoline. 

— B.L.  Williams 

Manager,  Communications 

Universal  Oil  Products  Co. 

Des  Plaines,  111. 

Sir:  Who  told  you  that  smaller  en- 
gines pour  out  less  emissions?  This  ain't 
necessarily  so.  Extensive  tests  have  shown 
that  larger  engines,  lightly  loaded,  will 
produce  less  oxides  of  nitrogen  than 
smaller  engines  more  heavily  loaded  by 
the  same  vehicle.  What  really  counts  is 
the  weight  of  the  vehicle.  What's  in  or- 
der are  lightweight  cars  with  few  power 
consuming  accessories  and  driven  by  an 
efficient  engine  of  generous  displace- 
ment (but  also  of  light  weight). 

—Lloyd  E.  Johnson 

Assistant  Director  of  Research, 

Caterpillar  Tractor  Co. 

Technical  Center 

Peoria,  111. 

Sir:  .  .  .  promote  actively  the  broader 
use  of  the  motorcycle  as  personal  trans- 
portation. I  can't  help  wondering  if  Mr. 
Forbes  ever  rides  his  to  the  office, 

— Henry  A.  Into 
Rocky  Hill,  Conn. 

Sometimes.  Your  suggested  solution  to 
the  problem  sure  appeals  to  Forbes  Inc.'s 
subsidiary,  the  cycle  retailers  Siegers- 
Forbes  in  Whippany,  X.J. —MI'. 
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Just  Equality 

Sir:  Your  editorial  (Fact  ir  Comm'ent, 
Oct.  15)  pointed  out  in  glowing  terms 
the  supposed  effectiveness  of  the  Italian 
woman's  life  in  opposition  to  the  Amer-,. 
ican  woman's  request  for  equality .  un- 
der law.  Isn't  it  time  that  everyone 
stopped  all  this  pretense  on  the  proper 
and^improper  behavior  of  the  "fair"  sex? 
The  laws  which  deny  women  equality  in 
working  conditions,  in  ownership,  in  gov- 
"  erning  their  own  lives  are  wrong.  The 
constitution  guarantees  equal  treatment 
and  opportunity  to  everyone. 

—A  J.  Rabine 
Hackensack,  N.J. 

Sir:  Apparently  in  Italy  only  women 
who  are  mothers  of  males  have  any 
status.  I  believe  that  women  should 
be  more  than  mere  bearers  of  males. 

—Mary  F.  Wilk 

( Mother  of  three— one  male ) 

Santa  Barbara,  Calif. 

Sir:  Your  editorial  precisely  pinpoints 
why  Women's  Lib. 

— M.M.  Dunne 
Wichita,  Kan. 

Sir:  Italy  is  certainly  an  unusual 
choice  of  country  to  cite  when  discussing 
social  progress.  May  we  count  on  you  to 
give  us,  as  our  next  treat,  some  exam- 
ples and  guidelines  on  economic  progress 
derived  from  the  experiences  of  Saudi 
Arabia? 

—Evelyn  Konr  \n 
New  York,  N.Y. 

AEP  and  Contract  Coal 


Sir:  In  your  Oct.  15  issue,  Mr.  Martin 
Sosnoff  referred  to  current  conditions  of 
supply  in  the  coal  market  as  follows: 
"Donald  Cook  of  American  Electric  Pow- 
er can  scream  about  coal  prices  all  he 
wants,  but  the  prices  aren't  going  to  come 
down.  In  fact,  they  are  going  up  and 
up.  Where  was  he  when  the  coal  op- 
erators crawled  into  his  office  on  their 
knees  and  begged  for  long-term  con- 
tracts rather  than  the  spot  business  given 
them?" 

The  American  Electric  Power  System 
pioneered  the  long-term  coal  contract, 
including  appropriate  provisions  to  es- 
calate prices,  to  ensure  adequate  sup- 
plies of  fuel  for  steam-electric  generat- 
ing plants.  The  fact  is  that  the  American 
Electric  Power  System,  which  currently 
burns  approximately  25  million  tons  of 
coal  a  year,  has  long-term  coal  contracts 
for  the  supply  of  virtually  all  of  such 
coal  other  than  the  coal  produced  for  its 
own  use  in  its  own  mines. 

The  reason  that  the  stock  of  coal  on 
the  AEP  System  has  recently  substan- 
tially declined  is  not  that  we  had  not 
contracted  for  an  adequate  supply  of 
coal;  rather,  it  is  because  the  coal  .com- 
panies, parties  to  the  contracts,  have  de- 
faulted and  failed  to  supply  the  quan- 
tities which  they  had  agreed  to  supply. 

—Donald  C.  Cook 

President, 

American  Electric  Power  Co. 

New  York,  N.Y. 
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THOUGHTS . . 


ON  THE 
BUSINESS  OF  LIFE 


Concentrate  your  energies  and  work 
hard.  Launch  out  in  new  experiments. 
Never  be  afraid  to  have  the  courage 
of  your  opinions.  Fix  the  lines  you 
want  to  travel  along  and  keep  on  them. 
That's  all.      —A.  C.  W.  Harmsworth 


It  is  by  work  that  man  carves  his 
way  to  that  measure  of  power  which 
will  fit  him  for  his  destiny. 

— Josiah  G.  Holland 


Find  a  purpose  in  life  so  big  it 
will  challenge  every  capacity  to  be  at 
your  best.  —David  O.  McKay 


Few  things  are  brought  to  a  suc- 
cessful issue  by  impetuous  desire,  but 
most  by  calm  and  prudent  fore- 
thought. — Thucydides 


I  never  remember  feeling  tired  by 
work,  though  idleness  exhausts  me 
completely.  —A.   Conan   Doyle 


It  is  impossible  to  enjoy  idling  thor- 
oughly unless  one  has  plenty  of  work 
to  do.  —Jerome  K.   Jerome 


The   rung  of  a   ladder   was   never 

meant  to  rest  upon,  but  only  to  hold 

a  man's  foot  long  enough  to  enable 

him  to  put  the  other  somewhat  higher. 

—Thomas  Huxley 


Genius  is  one  per  cent  inspiration 

and  ninety-nine  per  cent  perspiration. 

—Thomas  A.  Edison 


B.  C.  FORBES 

The  only,  caste  recognized  in 
America  is  not  blood,  but 
brains.  The  prizes  in  thh  coun- 
try are  open  to  all.  The  outlet 
for  ability  is  never  closed.  The 
ladder  is  never  overcrowded  at 
the  top.  Success  is  mainly  a 
matter  of,  first,  work;  second, 
work;  third,  work— with,  of 
course,  a  plentiful  mixture  of 
brains,  foresight  and  imagina- 
tion. Remember  that  genius  is 
most  times  the  fruit  of  hard 
work— well-directed  and  long- 
visioned  work. 


Merit,    God   knows,    is    very    little 
rewarded.  —Charles  Lamb 


Successful  men  do  the  best  they  can 
with  conditions  as  they  find  them  and 
seldom  wait  for  a  better  turn. 

—William  Featheh 


Nothing  will  ever  be  attempted  if 
all  possible  objections  must  be  first 
overcome.  —Samuel  Johnson 


Even  if  you're  on  the  right  track, 

you'll  get  run  over  if  you  just  sit  there. 

—Will  Rogers 


Luck  is  an  accident  that  happens 
to  the  competent. 

—Albert  M.  Greenfield 


It  never  occurs  to  fools  that  merit 
and  good  fortune  are  closely  united. 

—Goethe 


I  believe  that  one  of  the  characteris- 
tics of  the  human  race— possibly  the 
one  that  is  primarily  responsible  for 
its  course  of  evolution— is  that  it  has 
grown  by  creatively  responding  to 
failure.  —Glen   T.    Seaborc 


What  men  want  is  not  talent;  it  is 
purpose;  in  other  words,  not  the  pow- 
er to  achieve,  but  the  will  to  labor. 
—Edward  Bulwer-Lytton 


The   gn  ements   have   al- 

ways  been  individualistic.  Indeed,  any 
original  it   implies   separa- 

tion from  the  majority.  Though  so- 
ciety may  hoi  ement,  it  can 
never  product 

— Gi  les  Roche 


There  is  a  perennial  nobleness  and 

even  saeredness  in  work. 

—Thomas  (    \m  \  i  i 
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Why   is   one  man  richer   than  an- 
other? Because  he  is  more  industrious, 
more  persevering  and  more  sagacious. 
—John  Ruskin 


Ability  is  a  poor  man's  wealth. 

—Matthew  Wren 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . . . 


Sent  in  by  Jack  Williams.  Way- 

Ga.   What's  your  favorite 

riu-    Forbes    Scrapbook   of 

rhouxhts  on  the  Business  "l  I  ife 

is  presented   to  senders  ol    io\(s 

UN!   i|. 


Thrust  in  thy  sickle,  and  reap:  for  the 
time  is  conic  for  thee  to  reap:  for  the 
harvest  of  the  earth  is  ripe. 

—Revelation  14:15 


. 


FORBES,    NOVEMBER   15,    197i 


,0 


ECEMBER  1, 1970  /  SEVENTY-FIVE  CENTS 


The  Implications 

of  Canada's  Rational 

Nationalism 


010V6       VD  3WV0NIlani 

dii  end  gwvsNnani 
ig^jLOOOioaidtfeseeASi. 


The  Performance  People: 


Providing  professional  management 
for  invested  funds  is  only  one  part 
of  the  performance  picture. 

Equally  important  is  the  need 
to  look  ahead  when  those  invested 
funds— and  other  assets— become 
a  major  part  of  the  family  estate. 

Research  combined  with 
imagination  must  be  applied  to 
such  things  as  taxes,  the  use  of 
trusts,  administration  of  family 


financial  affairs  and  ultimate  estate 
distribution.  It  is  necessary  to 
think  in  terms  of  total  performance 
—today  and  over  a  span  of  time. 

At  Manufacturers  Hanover  we  live 
with  these  essentials  for  total 
performance  day  in  and  day  out. 
It's  a  job  which  requires  one 
of  the  largest  trust  organizations 
in  the  world. 

So  if  you're  the  kind  of  person 

they  demand 
a  bank  that 
performs. 


who  wants  things  done  right, 
we  invite  you  and  your  attorney 
to  talk  over  your  objectives  with  us 
Let  us  do  the  total  job— the  way 
you  expect  it  to  be  done. 

Personal  Trust  Division— 

350  Park  Avenue,  New  York,  N.  Y.  10022 

Tel:  350-4943  (Area  Code  212) 

It's  good  to  have  a  great  bank  behind  you 

m  MANUFACTURE] 
W  HANOVER  TRUST 

Member  FOIC 
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NO  INSTANT  HEAVEN 

Even  Nature  takes  time  —  patient  time — 
to  nurture  anything  worth  growing. 
Only  weeds  grow  overnight. 


Success  in  anything  worth-while  cannot  be  ordered  by  law;  it  has  to  be  earned, 
by  long,  hard,  intelligent  work.  Stature  cannot  be  reached  by  demand;  it  has 
to  be  deserved.  Equality  can  only  come  from  being  equal;  try  to  seize  it  and 
you  seize  empty  air.  Acceptance  comes  from  being  acceptable.  Respect  results 
from  being  respectable. 

All  honorable  people  want  all  these  things  for  all  decent  humans.  But  when 
you  try  to  speed  up  Nature  by  forcing  plants  too  fast,  they  die. 


Hit                           t     V     ^A 

e 

e 

'  \1 

^ 

^? 

^T7^ 

J! 

W^!? 

Numerically  controlled  vertical  boring  mill — product 
of  Warner  &  Swasey's  G.  A.  Gray  Division — machin- 
ing large  steel  wheels. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


ODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.  TEXTILE  AND  CONSTRUCTION  MACHINERY 


ORBES.    DECEMBER    1,    1970 


Because  all  bumpers  are  not 
created  equal. 


Photo  and  repair  estimates  from  I.I.H.S. 


Left  Car 

Parts 

Labor 

Right  Car 

Part* 

Liber 

Replace  rear  bumper, 

Replace  front  bumper, 

lower  valance,  back 

lower  valance,  back 

bars,  filler  panel 

%  64.65 

$  14.00 

bars,  tiller  panel 

$  76.00 

$  24.50 

Repair  rear  body 

Replace  grille  assembly 

panel  and  lock 

and  necessary  parts 

32.05 

2.80 

support,  straighten 

7.00 

Repair  hood,  replace 
molding  and  lock 

Repair  quarter  panel 

outer  L,  straighten 

24.50 

panel 

14.20 

9.10 

Repair  deck  lid, 

Repair  radiator  core 

straighten 

35.00 

support,  straighten 

7.00 

Replace  tail  lamp 

Repair  and  align 

lens  (3) 

15.90 

3.60 

front  fenders 

14.00 

Paint  as  necessary 

9.00 

31.50 

Replace  headlights 

SUBTOTALS 

%  89.55 

$115.50 

and  molding 

8.50 

5.60 

TOTAL 

$205.05 

Paint  as  necessary 
SUBTOTALS 

5.00 
$135.75 

17.50 
$  80.50 

TOTAL 

$216.25 

CO 

MBINE 

D  TOTAL  E 

IOTH  CARS  $421.30 

Why  can't  all  auto  bumpers  be  the  same  height 
above  the  road? 

Wouldn't  it  be  better  if  the  other  guy's  bumper 
lines  up  with  your  bumper— instead  of  with  your 
headlights  or  trunk? 

And  wouldn't  it  be  better  if  bumpers  could  take 
bumps?  Today's  bumpers  can't.  Instead  of  absorb- 
ing the  jolt,  they  just  pass  it  on  back  to  the  auto 
body. 

In  test  crashes  conducted  by  the  Insurance 
Institute  for  Highway  Safety,  1970  cars  suffered  an 
average  of  well  over  $400  damage  in  front-to-rear 
crashes  at  ten  miles  an  hour. 

Ten  miles  an  hour— that's  jogging  speed! 

A  bumper  that  can  survive  even  a  5  mph  front 
and  rear  test  barrier  crash  without  damage  could 
save  American  drivers  up  to  $1  billion  a  year. 

That's  the  fastest  way  we  know  to  cut  insurance 


rates — and  we're  ready  to  cut  them. 

When  they  change  the  bumper,  we 
cut  collision  insurance  rates  20%. 

Allstate  is  offering  to  give  a  20%  discount  on 
collision  insurance  for  any  car  the  manufacturer 
certifies,  through  independent  tests,  can  take  a 
five-mile-an-hour  crash  into  a  test  barrier  (front 
and  rear)  without  sustaining  damage. 

There  are  no  makes  or  models  of  automobile 
that  qualify  today.  But  there  are  experimental 
bumpers  that  do  the  job.  They've  been  tested  and 
they  work. 

If  you  want  better  bumpers,  fill  in  the  coupon. 
We  will  make  your  wishes  fill ji.  fin  fin* 

known— where  it  counts.  MM  I  I B | ff  |M 

Allstate  Insurance  Companies,  Northbrook,  III.  In  a  few  states  where  rates  are 
standard,  discounts  cannot  apply.  However,  use  of  shock-absorbing  bumpers 
could  lower  standard  rates. 


Safety  Director 

Allstate  Insurance  Company 

Northbrook,  Illinois  60062 

I  want  new  cars  to  have  bumpers  that  can  take  bumps 
—and  bumper  heights  that  match.  The  sooner  the 
better.  I  support  your  efforts  to  get  cost-saving  bumper 
standards. 

Name 


Addr 


City. 


.State. 


_Zip_ 


Let's  make  driving  a  good  thing  again* 
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Disk-Pack  Drive  Memory       B  5700 


Disk  File  Memory  Banks 


Burroughs  announces  the  700  SYSTEMS 


It's  a  whole  new  family  of  advanced  com- 
puters, each  designed  to  do  today's  job  and 
grow  to  handle  a  heavier,  more  complex  work 
load  in  the  years  ahead.  The  first  three  700 
Systems  include  the  B  7700,  the  B  6700  and  the 
B  5700. 

The  B  7700.  A  very  large,  versatile,  parallel 
processing  computer  with  up  to  eight  proces- 
sors, plus  massive  core  and  high  speed  disk 
memories.  It  works  on  many  programs  inter- 
nally while,  at  the  same  time,  it  operates  a  data 
network  stretching  to  thousands  of  outlying 
terminals  and  devices  for  data  collection  and 
inquiry. 

The  B  7700  offers  "fail-soft"  reliability  for 
heavy  data  base  management  and  data  com- 
munications applications  ...  the  kinds  of  appli- 
cations that  characterize  EDP  planning  in 
business,  industry  and  government. 


The  B  7700,  functioning  now  as  a  design 
test  model,  can  be  expanded  from  basic  to 
maximum  configurations  at  any  time  without 
reprograming. 

The  B  6700.  A  large-scale  multiprocessing 
system,  ready  now,  offering  exceptional  power 
and  flexibility.  The  B  6700  can  have  up  to  three 
central  processors  and  three  input/output  pro- 
cessors. Plus,  up  to  12  data  communications 
processors  that  can  service  a  3,000-line  network. 

Main  memory  exceeds  6  million  bytes, 
while  on-line  random  storage  goes  up  to  better 
than  80  billion  bytes. 

"Fail-soft"  design,  expandability  without 
reprograming,  and  ease  of  systems  management 
help  make  the  B  6700  the  most  advanced  busi- 
ness data  processing  system  currently  available 
for  service. 
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NEW. . .  for  today  and  through  the  1970's! 


The  B  5700.  A  one-  or  two-processor, 
intermediate  size  system  for  economical,  pro- 
ductive data  communications  and  batch  pro- 
cessing. In  delivery  status  now.  The  B  5700  is 
expandable  without  reprograming  and  fea- 
tures automatic  multiprograming  operation, 
dynamic  resource  allocation,  and  many  capa- 
bilities of  larger  700  Systems. 

Advanced  Features.  All  three  700  Systems 
come  with  programmer-independent  virtual 
memory,  compiler-language  programing,  Mas- 
ter Control  Program  supervision  and  other 
"years  ahead"  advantages  already  benefitting 
Burroughs  systems  users. 

New  Disk  Storage.  B  6700  and  B  7700  sys- 
tems are  offered  with  Burroughs  new  disk-pack 
storage  and  a  new  high  speed  "Optimized  Access 
Memory  Bank". 


Systems  Design  Leadership.  Burroughs  new 
700  Systems  emphasize  productivity  combined 
with  ease  of  programing  and  systems  manage- 
ability .  .  .  economical  expansion  without  re- 
programing  for  systems  in  each  performance 
range  .  .  .  and,  most  important,  exceptional 
responsiveness  to  management. 

These  new  700  Systems  reflect  Burroughs 
policy  ofcontinually  improving  products  through 
creative  engineering.  At  Burroughs,  techno- 
logical progress  goes  hand  in  hand  with  an 
appreciation  of  how  data  processing  systems 
can  help  management  get  the  job  done  best  and 
at  the  lowest  true  cost. 


Burroughs 


o 
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Man  ol  War  Core  in  the  foreground   with  Smuggler's  Bay  at  leli.    Hidden  Bay  at  right.    Part  o/  the  more  than  teren  miJei  o/  wide  and  deep  ocean- 
going waterway!  in  Port  Royal. 
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I'D  ABOUT  GIVEN  UP  ON  FLORIDA 


UNTIL  I  FINALLY  FOUND  THIS  PLACE! 


it 


A  well-known  New  York  businessman  it  quoted.  He  says  further: 
"I  had  searched  the  east  coast  from  Hobe  Sound  to  Key  West.  I  was 
looking  for  some  fairly  uncluttered  stretches  of  white  sand,  and  a  lot 
of  unpopulated  salt  water.  I  wanted  no  apartment  house  living,  with 
neighbors  in  my  lap,  tourists  in  my  hair,  or  'high  rise'  apartments  as 
a  view.  Someone  suggested  Naples  on  the  west  coast.  And  it  was 
there   I   found   Port   Royal." 

When  Port  Rosal  was  first  conceived  twentv  years  ago,  its 
planning  was  based,  not  on  potential  profits,  but  on  making 
it   the  finest  place  to  live  in   the  United  States. 

That  is  whv  there  can  never  be  another  Port  Royal  or  a  devel- 
opment of  like  character  and  values.    Today's  economy  forbids. 

Port  Royal  comprises  over  &>'  ,  of  the  southernmost  two 
square  miles  of  Naples  and  embraces  seven  miles  of  tropically 
landscaped  winding  streets  and  wide  and  deep  waterways.  The 
(.ulf  of  Mexico  on  the  west  —  the  Bay  of  Naples  (Intracoastal 
Waterway)  on  the  east  —  and  the  ocean-going  waterways  of 
Port    Roval    in    between    provide  excellent   Iwating  and    fishing. 

Speculators  in  real  estate  are  not  accepted.  Only  one  residential 
property   is  sold    to   any   purchaser. 

Port  Royal  today  is  a  community  of  over  three  hundred  prop- 
erty owners  representing  a  total  investment  by  owners  of  over 
twenty  million  dollars,  and  the  developer's  goal  to  achieve  a 
truly  fine,  amply  protected  place  for  congenial  people  to  live 
has  been  realized.  All  properties  are  one-half  acre  or  more. 
Prices  start  at  S30.000,  properties  on  ocean-going  water  start 
at  S40.000.  NO  BUILDING  DATE  IS  REQUIRED  WHEN 
BUYING  PROPERTY.  FOUR  YEAR  TERMS  AT  6%  IN- 
TEREST.   (We  do  not  sell  completed  houses  —  real  estate  only) . 

ALL   property   sale   are   made  only    in    Naples.   Florida,  direct 

n  chaser    bv    the    Port    Royal    office  —  no    real    estate 

agents.     And    no    sales    to    persons   other    than    those    who    have 


been   accepted   foi    membership  in    the   Port   Royal   Beach   Club 
bv     the    membership    committee. 

Ever]  home  in  Port  Roval  must  be  designed  In  an  approved 
architect.  Minimum  size  of  residence  is  not  less  than  1.750 
square  feet  of  living  area,  exclusive  of  garage  and  open  porches. 
No  duplication  of  the  same  plan  is  permitted.  (Port  Royal  is 
the  only  area  in  Naples,  and  one  of  the  few  in  the  United 
States,  that  requires  an  excellent  architect  to  design  ever) 
home.) 

A  Distinguished  Community  with  twenty-five  vital  protec- 
tions written  in  every  deed.  A  tour  of  Port  Royal  will  be  a 
delightful  experience  —  especially  for  those  who  have  almost 
despaired  of  finding  areas  in  the  United  States  that  protect 
the  residents  from  neighbors  who  are  not  compatible;  com- 
meicial  enterprises;  unsightly  architecture  and  apartment  houses. 
When  its  remaining  homesites  have  been  sold  —  and  that  time 
approaches  —  Port  Royal  goes  into  history  as  an  example  of 
waterside  developments,  notable  for  both  physical  beauty  and 
values    that    shall    endure. 

About  the  Port  Roval  Beach  Club:  Propertv  owners  in  Port 
Royal  are  the  only  people  eligible  for  membership.  This  is 
Naples'  finest  private  club.  Owned  and  operated  by  the  mem- 
bers; it  is  located  on  over  400  feet  of  the  white  powder-sand 
beach  of  the  Gulf  of  Mexico.  The  A.A.U.  sized  swimming 
pool,  putting  green,  croquet  court,  tennis  courts,  lounge,  card 
rooms,  lockers,  and  superb  dining  facilities  are  maintained 
all  year  — not  just  during  the  season.  The  formal  dining  room 
is    the   center   of   manv    social    activities. 
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A  Touch  of  "Rose  Marie" 

While  Forbes  was  digging  into  the  cover  story  for  this  issue,  our  sub- 
ject, Canada,  exploded  into  the  news  with  the  political  kidnappings  in 
Montreal.  In  considering  these  sensational  events,  the  editors  of  Forbes 
came  to  this  conclusion:  The  terrorism  was  a  side  issue,  not  the  main 
issue,  which  is  the  steady  growth  of  Canadian  nationalism  and  its  im- 
plications for  U.S.  investment.  But  partly  because  of  the  furor  over 
the  Montreal  terrorism,  Forbes'  Arthur  Jones  had  problems  interview- 
ing Canadian  Prime 
Minister  Pierre-Elliott 
Trudeau;  by  the  time 
Jones  buttonholed  Tru- 
deau in  a  House  of 
Commons  corridor,  the 
events  in  Quebec  had 
temporarily  pushed  eco- 
nomic nationalism  out 
of  the  headlines. 

Ed  Gorn,  Canadian 
Nice  Consul  in  New 
York,  was  a  bit  alarmed 
when  he  learned  that 
Forbes  was  putting  a 
Mountie  on  the  cover. 
He  groaned:  "You've 
just  undone  ten  years' 
hard  work.  That's  ex- 
actly the  image  of  Can- 
ada we've  been  trying 
to  get  rid  of."  We  as- 
sured him  we  knew 
Canada  had  shed  the 
Rose  Marie-I-Love-You 
image;  that's  why  we  were  doing  the  story. 

In  working  on  the  story,  however,  Chief  Researcher  Sharon  Schlein 
had  some  adventures  reminiscent  of  Rose  Marie.  They  befell  her  on 
a  trip  to  desolate,  remote  Newfoundland  to  interview  Provincial  Pre- 
mier Joseph  Smallwood.  Let  Sharon  tell  it: 

"Newfoundland  is  a  seven-hour  flight  in  a  prop  plane,  not  the  fast- 
est way  to  travel  1,100  miles,  but  as  the  Air  Canada  reservation  clerk 
told  me,  'Not  too  many  people  want  to  go  there  in  winter.' 

"We  didn't  run  into  trouble  at  Boston  or  St.  John,  New  Brunswick 
or  Halifax,  Nova  Scotia.  It  just  got  colder  at  each  stop.  It  was  nearly 
midnight  when  the  pilot  announced  that  we  would  land  in  St.  Johns, 
Newfoundland  in  15  minutes.  Three-quarters  of  an  hour  later  the 
pilot  announced  that  ground  visibility  was  zero.  We  would  go  on  an- 
other few  hundred  miles  to  Gander.  We  circled  the  Gander  airport. 
Finally  we  were  on  the  ground  in  Gander,  the  old  transatlantic 
terminal  in  prejet  days.  In  a  blinding  snowstorm,  of  course.  A  bus  was 
brought  to  the  air  terminal  at  3  a.m.  for  the  six-hour  drive  to  the  St. 
Johns  airport.  Then,  a  taxi  ride  into  town,  with  gale  winds  blowing  the 
taxi  off  the  road. 

"I  was  12  hours  late  for  my  appointment  with  the  Premier  and  some- 
what the  worse  for  wear.  But  he  didn't  mind;  Being  12  hours  late 
isn't  unusual  in  Newfoundland." 

What  our  reporters  found  starts  on  page  22.  The  article  warns 
Americans  to  expect  problems  with  our  investments  in  Canada,  and 
urges  patience  and  understanding  as  the  best  ways  to  deal  with  them.  ■ 


Nelson  Eddy  and  Jeannette 
MacDonald  in  "Rose  Marie" 


The  sky 

is  falling 

in  the" 

Middle  South. 


We're  moving  heaven 

and  earth  for  industrial 

complexes  and  skyscrapers 

scattered  throughout 

Arkansas,  Louisiana  and 

Mississippi.  New 

manufacturing  plants  are 

locating  in  the  Middle 

South  in  increasing 

numbers  and  existing 

plants  are  expanding 

their  manufacturing 

facilities— diversified 

industry  from  nuclear  to 

nautical,  from  petrochemical 

to  pharmaceutical.  This  is 

what's  happening  all 

over  the  place.  The  sky's 

the  limit.  Get  a  piece  ot  it. 

Write:  Middle  South, 

Box  61000,  New  Orleans, 

La.  70160 
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Banking  Department 

Because  people  run  out  of  cash- 
when  they  shop,  a  London  banker 
has  put  his  banks  where  they  shop. 
London  &  County  Securities  now 
has  established  branches  in  half-a- 
dozen  London  department  stores, 
keeping  store  hours  instead  of  bank- 
ers' hours  six  days  a  week.  At  the 
moment,  the  store  branches  handle 
only  deposits  and  withdrawals.  Is 
the  next  step  a  loan  department 
right  next  to  better  dresses? 

Protein  from  Petroleum 

The  first  commercial  plant  to 
produce  protein  from  yeast  cultured 
on  petroleum  is  being  built  in 
France  by  a  subsidiary  of  Foster 
Wheeler  Corp.  Though  the  plant's 
output  will  for  the  present  be  used 
only  in  animal  feeds,  within  ten 
years  such  concentrates  should  be 
suitable  for  human  consumption. 
Heavy  petroleum  distillates  are  re- 
garded as  the  most  economical  raw 
material  to  provide  the  hydrocarbon 
source   needed   for   growing   yeast. 


BUSINESS 


Too  Hot  To  Handle? 

Detroit's  "muscle  cars"— the  ones 
named  for  mountain  cats,  birds, 
horses  and  the  like— are  recognized 
not  only  as  high  performers  but 
also  as  bad  insurance  risks.  A  re- 
cent study  of  400,000  cars  over  a 
three-year  period  showed  that  mus- 
cle buggies  incurred  insurance 
losses  56%  higher  than  standard- 
powered  vehicles,  with  collision 
claims  averaging  $497,  some  $165 
over  the  standard  cars.  Compre- 
hensive claims  were  117%  higher, 
averaging  $200  to  standards'  $92. 
As  a  result,  many  insurance  compa- 
nies have  filed  for  special  rate  in- 
creases on  hot  cars.  Surcharges  of 
15%  to  20%  of  premium  costs  are 
in  effect  in  over  half  the  states  for 
1970  models,  and  more  will  adopt 
them  for  1971  autos. 

Worm  Up 

Life  in  the  cold,  impersonal  cities 
of  America  could  take  on  a  warmer 
glow  with  the  introduction  of  a  new 
colored    cement    by    General    Port- 


land Cement  Co.  The  first  tan  ce 
ment  whose  color  is  derived  from 
the  manufacturing  process  rather 
than  from  added  pigments,  it  is  uni- 
form and  nonfading.  Probable  uses:„ 
large  public  buildings,  office  com- 
plexes, even  lively  new  superhigh- 
ways. Now  that  a  tan  color  is  pos- 
sible, could  there  someday  be  a 
fuchsia  skyscraper?  It's  unlikely, 
since  there's  no  interest  at  the  mo- 
ment in  even  developing  the  neces- 
sary technology.  It  seems  there's 
no  demand. 

Move  Over,  Boss 

The  ranks  of  women  workers  in 
the  U.S.,  32  million  strong  and  rest- 
less, are  growing  at  a  rate  four 
times  as  fast  as  the  male  work  force. 
Only  18.3%,  however,  hold  man- 
agerial, professional  and  technical 
positions,  with  a  tiny  elite  at  the 
top.  The  rest  work  for  paychecks 
only  58%  as  large  as  that  of  the 
median  male  worker's  (it  was  64% 
in  1955)  and  have  a  relatively 
smaller  chance  for  advancement. 
Recently,  over  200  men  and  women 
in  management  gathered  to  discuss 
ways  to  help  more  women  through 
the  milk  to  the  cream  at  the  top. 
The  only  people  missing  were  the 
chief  executive  officers. 

(Continued  on  page  72) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  □  1  year  $9.50,  D  2 
years  $15,  □  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 
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State 
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READERS  SAY 


Alphabet  Soup 

Sir:  Mr.  Hooper  wrote  well  in  his 
Noy.  1  column  about  companies  that 
have  been  changing  meaningful  names 
to  letter  names  that  mean  nothing.  I 
agree  with  him  that  corporations  are  out- 
alphabetizing  tiie  Roosevelt-era  govern- 
ment, but  the  soup  is  not  all  sour.  Tn 
some  cases  there  might  be  some  sense 
and  value  in  a  change.  1  will  offer  ours 
as  a  possibility. 

We  used  to  be  known  as  Continental 
National  American,  three  words  that  be- 
came cumbersome  in  many  ways.  Our 
marketplace— insurance  brokers,  and  oth- 
er professional  insurance  buyers— began 
to  refer  to  us  as  CNA.  In  time,  we  began 
to  do  the  same,  and  a  few  years  back 
we  formalized  something  that  had  be- 
come a  widespread  practice.  I  suppose 
you  would  agree  that  not  all  letter  names 
are  inherentlv  bad.  I  would  propose  that 
3M,  AMF.  AVCO,  CBS,  IXA,  IBM, 
MCM  and  RCA  arc  among  those  who 
have  made  a  successful  transition,  at 
least  as  far  as  identity  is  concerned. 

— Arthur  R.  Roalm  \\ 

Vice  President, 

CNA  Financial  Corp. 

Chicago,  111. 

The  Good  ford  Determines  When 

Sin:  The  article  on  retirement  in 
FORBES  tOct.  15)  is  right  on  the  button. 
I  took  early  retirement  in  1968,  partly 
because  of  poor  health  and  partly  to 
take  advantage  of  my  company's  offer 
to  those  wi  years  of  age  with  over  30 
service.  I  envisaged  myself  fishing 
and  enjoying  a  lite  of  leisure.  Needless 
t.>  say,  after  about  eight  months,  this  sort 
ot  tiling  began  to  pall  on  me  and  now  I 
do  little  besides  trying  to  keep  the  yard 
tidy  and  attending  to  the  details  of  ev- 
eryday living.  I  think  in  the  case  of  most 
of  Founts  readers.  William  Randolph 
Hearst's  saying  is  applicable:  "The  time 
to  retire  is  when  the  Ford  retires  you 
and  not  before.' 

— B.T.  Freure 
DeBary,  Fla. 

Banishing  the  Monster 

•  Sin:  Your  information  about  the  tre- 
mendous sale  of  the  monster  shoes 
(FORBES,  Oct.  15)  must  be  a  lot  dif- 
ferent from  ours.  We  work  in  a  very- 
large  company  with  a  female  majority, 
and  you  know  what?  With  the  excep- 
tion of  relatively  few  of  the  very  young 
and  the  usually  grotesquely  got-up  far- 
out  ladies,  the  monster  shoes  were  not 
very  much  in  evidence,  and  at  this  time 
seem  to  have  disappeared  from  the  fash- 
ion scene.  In  case  you  have  doubts  about 
this  statement,  just  station  anyone  at, 
say,  the  Rockefeller  Center  subway  sta- 
tion [in  New  York]  between  8  a.m.  and 
9  a.m.  and  take  a  census. 

— LORLE  LlEBMAN 

New  York,  N.Y. 
( Continued  on  page  73) 


Investigate  our 
liquid  assets 
over  lunch. 

You'll  find  the  Plymouth  martini  a  sound 
investment.  Justas  your  English  counterparts  have 
Since  1 793,  the  British  have  realized  the  virtues 
of  Coates & Co.'s  crisp,  extra-dry  94.4 proof  gin 

Things  are  no  different  today. 

We  still  distil  I  with  the  softest,  purest 
water. Andprized  botanicals,    . 
ordered  from  different  ye 

sources  to  preserve  our  secret        | 
recipe. 

Discover  what  made 
Plymouth  the  official  ginof  the    | 
British  Admiralty.  Order  a 
Plymouth  martini.  A  capital  ideg, 

Plymouth  Gin  goes  public) 

94.4  Proof.  100%  Grain  Neulrol  Spmts,  Schenley  I  mporls  Co..  N  Y„  N.Y.  ©1970 


What's 

Chromalloy  American 

doing  in 

Mexico? 

Manufacturing  ethical  druqs  including  vitamins  and  antibiotics.  Ronti  de  Mexico  S.A., 
a  recent  addition  to  the  Chromalloy's  growing  Pharmaceutical  Group  is  located  in 
Mexico  City  manufactures  and  markets  a  broad  line  of  pharmaceuticals  to  doctors, 
hospitals  and  the  Mexican  government.  Right  now,  Ronti  is  working  on  an  important 
arthritic  cardiovascular  drug.  The  product  is  undergoing  human  clinical  trials  and 
Ronti  hopes  to  register  it  for  sale  early  in  1971.  Ronti  de  Mexico  S.A.,  a  new  member 
of  the  Chromalloy  family  working  to  make  things  better  for  you!  South  of  the  border. 


'Service  Mar* 


Chromalloy  American... 

A  Corporate  Family  of  Creative  Companies  * 


120  Broadway,  New  York  10005 

Listed  on  the  New  York  Stock  Exchange.  Ticker  symbol:  CRO 
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DOING  BUSINESS  IN  CANADA 


A  PRACTICAL  GUIDE  TO 
THE  CANADIAN  BUSINESS  WORLD 


As  practical  as  we  could  make  it  for  any  Amer- 
ican businessman  seriously  thinking  about  open- 
ing new  business  frontiers  in  Canada . . . 

As  practical  as  50  pages  and  more,  of  hard-core 
answers  to  most  of  the  hard-core  questions  we've 
been  asked  to  answer  for  well  over  a  century. 

Questions  about  organizing  and  planning  and 
manufacture  and  sales  . . .  about  fees  and  taxes, 
and  kinds  of  companies  you  can  form  . . .  about 
international  trade  agreements  and  tariffs,  labour 
legislation  and  just  about  anything  you  really 
should  know  about  —  even  to  moving  your  own 
family  North. 


If  you'd  like  a  copy  of  "Doing  Business  in 
Canada"— it's  practically  yours. 

Just  have  your  secretary  write  for  one  —  on 
your  company  letterhead.  Attention  Dept.  F. 


<j> 


CANADIAN  imperial 

BANK  OF  COMMERCE 


Over  1400  Branches  and  Over  $9  Billion  in  Assets 
Head  Office:  Toronto  1,  Canada 
New  York  Office:  22  William  St.,  N.Y.  10005 
(212)  DIgby  4-3801 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


THE   ELECTIONS-JUST  PASSED  AND  NEXT 


Sometimes— not  all  the  time,  mind  you— readers  of  Forbes  say  it  more  effectively 
than  ye  editor— for  instance,  this  letter  which  follows.  It  highlights  something  that 
was  an  important  factor  in  the  elections  last  month  and  which  gives  unfortunate 
promise  of  being  the  issue  in  an  election  of  some  importance  24  months  hence. 


"I  was  laid  off  at  Boeing  the  1st  of  September, 
1969  after  almost  17  years  in  the  aircraft  indus- 
try. I  have  no  retirement  built  up  except  savings. 
We  sold  our  home  in  June  and  have  been  living 
oil  ol  our  equity  ever  since.  We  may  be  able  to 
survive  another  S  months.  Since  I  am  highly  spe- 
cialized and  heavily  oriented  toward  defense  prod- 
ucts, 1  have  NO  HOPE  of  work  in  engineering  for 
a  minimum  of  two  more  years,  if  ever  again,  since 
I  am  55  and  have  no  degree.  1  can't  reduce  my 


cash  losses  by  buying  food  stamps  because  I'm 
'too  rich.'  The  only  way  I  can  get  help  is  to  go 
broke.  I  am  not  bitter  at  Boeing,  because  they 
were  mousetrapped.  I  am  bitter  at  an  Admin- 
istration whose  'solution'  to  the  problems  of  infla- 
tion is  to  force  people  out  of  employment.  I  guess 
our  ready,  willing  and  able-to-work  minorities 
have  been  bitter  over  this  for  a  long  time. 

Very  truly  yours, 
Vellar  C.  Plantz" 


Can  the  Administration  stem  or  reduce  unemployment  to  negligible  proportions? 
Without  rekindling  a  disastrous  inflation  rate? 

For  the  answers  to  this  continuous,  cliff-hanging  serial,  "The  Perils  of  the 
Presidency,"  stay  tuned  in. 


IMPOSSIBLE— UNDESIRABLE 


Not  all  pipe  dreams  emanate  from  potheads.  Some  other- 
wise sagacious  heads,  including  the  Head  ol  thi,s  country 
and  the  head  of  tliis  country's  Department  of  Defense, 
keep  talking  about  doing  away  with  the  draft  and  having 
an  all-volunteer  aimed  forces.  Granted,  the  advocacy  of 
tins  impossibility  usually  waxes  warmer  before  elections. 
But  I'm  beginning  to  think  that  the  President  really  means 
to  trj  to  try  it. 

There  seems  little  likelihood  that  our  three  Services  can 
fulfill  their  functions  with  much  less  than  3  million  warm 
b  'dies.  At  any  time,  and  certainly  given  the  present  cli- 
mate among  youth,  can  anyone  imagine  that  number  of 
volunteers  for  the  Services?  The  most  optimistic  estimates 
indicate  that  less  than  half  of  the  present  moderate  num- 
ber of  volunteers  would  have  volunteered  if  they  hadn't 
felt  a  draft  on  their  necks. 

Raise  the  pay  so  it  can  compete  with  37-hour  weeks 
and  skill-pay  scales  that  prevail  in  priva'te  industry?  The 
printing  presses  couldn't  run  fast  enough  to  print  greenies 
enough  to  do  that.  Shorten  the  work  week?  So  who'll  be 


available  to  do  the  soldiering  the  other  131  hours  a  week? 
And  if  an  entirely  volunteer  army  were  feasible  and  af- 
fordable—which it  is  not— would  it  even  be  desirable? 

No— not  when  it  involves  the  near-3  million  men  needed. 
As  I  wrote  here  more  than  six  years  ago, 

"In  a  purely  voluntary  service  you  get  two  types 
for  the  most  part— the  best  and  the  worst. 
Fortunately,  the  greatest  percentage  of  career  men 
in  the  officer  echelon  and  among  all  ranks  are  those 
motivated  by  a  combination  of  such  things  as  the 
particular  appeal  of  the  service  or  branch,  the  re- 
sponsibilities involved,  patriotism,  a  daily  knowl- 
edge of  the  essentialness  of  their  work,  the  unique 
camaraderie  of  career  servicemen,  etc. 
At  the  opposite  end  of  the  scale  are  many  of  those 
thinking  of  'escape'  from  empty  or  unhappy  civil- 
ian circumstances,  those  to  whom  no  other  job  is 
open,  etc." 
Despite  the  understandable  protests  of  the  young,  there's 
not  a  thing  wrong  with  a  fair  draft  whereby  all  19-year- 
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olds  except  the  literally  disabled  are  subject  to  the  luck  of 
the  draw.  Twenty-four  months  of  physical  training  and  a 
bit  of  discipline  in  the  service  of  one's  country  is  not  really 
an  outrageous  demand.  Being  a  citizen  of  the  strongest 
free  nation  in  the  world  entails  some  responsibility.  Some 
of  those  who  shout  loudest  against  the  draft  and  about 
personal  freedom  don't  realize  that  without  armed  forces 
this  land  and  the  rest  of  the  world  would  have  no  free- 
doms at  all. 


It's  a  happy  irony  that  President  Nixon,  so  pooh-poohed 
and  booed  at  by  all  the  anti-Pentagonians,  has  cut  mili- 
tary spending  proportionately  more  than  any  President 
since  the  immediate  after-war  years.  But  I  don't  think 
he  can  do  the  impossible  of  bringing  about  all-volunteer 
Armed  Services. 

And  if  he  could  do  that  impossible,  it  wouldn't  even 
be  a  good  thing  for  the  country  as  long  as  we  need  so 
many  in  arms. 


NOTES   ON  THE  PARIS  AUTOMOBILE   SHOW 


The  Paris  Automobile  Show  has  long  been  the  biggest 
in  the  world.  Acres  of  space  are  also  devoted  to  such  re- 
lated auto  activities  as  repair  shop  accoutrements;  service 
station  hardware;  carwashing  machinery  and  accessories; 
trucks,  buses,  ambulances  and  most  every  conceivable 
type  of  four-wheeled  vehicle. 

Most  European  motorcycles  and  the  ubiquitous  Japan- 
ese models  are  on  hand,  and  there  are  probably  more 
plain  bicycles— and  not  such  plain  ones— on  display  than 
anything  else.  In  Europe,  bicycles  are  an  essential  form  of 
economical  transportation,  as  anyone  who  has  tried  to  mo- 
tor through  Amsterdam  and  other  European  capitals  well 
knows.  While  in  the  U.S.  it  may  be  primarily  a  kid's  thing 
(see  p.  60),  in  Europe  cycling  is  a  major  sport. 

Yes,  there  are  also  automobiles  at  the  Paris  Show,  with 
most  interest  and  excitement  centered  on  the  smallest  and 
newest  versions  by  Citroen,  Peugeot,  etc. 

I  remember  in  the  late  Twenties  and  Thirties  the  enor- 


mous excitement  that  our  own  Grand  Central  Palace  Au- 
tomobile Shows  generated.  In  postwar  years  though,  the 
majors  each  started  to  do  their  own.  General  Motors 
achieved  glamorous  heights  at  Waldorf  Astoria  unveilings, 
with  trim  sex-appealing  new  models  draped  by  trim  sex- 
appealing  fashion  models,  the  whole  accompanied  by  mu- 
sical extravaganzas  that  made  the  old  Ziegfeld  Follies 
look  positively  dowdy. 

That  sort  of  thing  is  now  largely  gone  here. 

The  Paris  Show  was  jammed,  and  the  products  continue 
to  be  the  principal  thing  that  people  come  to  see. 

The  customers  provide  the  fashion  show.  It  was  inter- 
esting to  note  that  in  this  capital  of  fashion,  while  more 
midis  were  noticeable,  they  were  still  conspicuous  because 
there  are  relatively  few  adorning  the  ladies  of  France. 
While  the  damned  midi  may  have  rolled  back— or  should  I 
say  rolled  down— the  mini,  the  principal  beneficiary  there, 
here  and  everywhere  seems  to  be  the  pants  suit. 


THE  PRICE  OF  SUCCESS 


Pinning  the  tail  on  the  donkey  is  a  party  game  for  kids. 
Pinning  a  suit  on  IBM  has  become  a  popular  game  for 
adults. 


But,  would  you  believe  it,  in  the  last  two  weeks  no  new 
suits  have  been  filed  against  the  Mother  Computer. 
At  least  that  we  know  of. 


SELF-SERVING  OBSERVATION 


We  are  completing  now  the  first  year  of  Forbes  Mag- 
azine's weekly  Restaurant  Guide.  If  you  ever  have  occa- 
sion to  eat  out  much  in  New  York,  or  entertain,  or  be 
entertained  occasionally  in  the  Big  City,  you'll  find  this 
Restaurant  Guide  most  valuable— as  much  for  the  places  it 
keeps  you  out  of  as  for  the  ones  it  steers  you  into.  For 
the  whole  forthcoming  52  issues  of  1971,  the  price  is  con- 


siderably less  than  the  cost  of  one  bad  meal  for  two. 

End  of  commercial. 

Now,  do  you  suppose  this  will  be  considered  an  editorial 
or  an  advertisement? 

I  won't  be  too  upset  whichever  way  you  take  it,  'cause 
I  think  we're  performing  a  real  service— and  having  a  fat 
good  time  doing  it. 


PRESIDENTIAL  LETTER 

Recently  I  attended  an  autograph  auction  that  included 
a  number  of  tial  letters.  A  letter  I  bid  unsuccess- 

fully for  contained  one  <<i  those  deeply  philosophical,  pene- 
tratingly  profound  observations  for  which  our  decisively  in- 
cisive thirtieth  President,  Calvin  Coolidge,  was  famous. 

Wrote  this  original  Mr.  Cool  (if  1  were  prone  to  puns, 
I'd  spell  it  Cool-itge):  "If  my  saying  that  the  best  thing 
students  can  do  is  to  work  hard  and  improve  themselves 
has  been  of  any  help  to  you,  I  am  glad  I  thought  to  say  it." 


I  can  never  be  reminded  of  this  Man  Who  Got  the 
White  House  Rocker  Going  without  being  reminded  of 
the  immortal  question  asked  by  Dorothy  Parker  when  she 
was  told  Mr.  Coolidge  had  died— "How  could  they  tell?" 


THE  ULTIMATE  IN  SEDATIVES 

At  the  first  hello,  the  man  who  made  it  telling  you  how. 
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—Malcolm  S.  Forbes, 

Editor-in-Chief 


mmmmmmtmm 


»."V£*5 


¥ 


. 


:*>\ 


•■■'■  m 


Continental  Mark  III. 


Because  there  has  to  be  something  better. 


In  this  world,  there  are  those  who  demand  some- 
thing beyond  conventional  standards  of  luxury. 

That's  why  there  are  the  Continentals. 

Automatic  temperature  control  holds  interior  climate 
to  within  a  degree  or  two,  regardless  of  the  weather. 
Standard,  too.  are  Michelin  steel-belted  radial-ply  tires 
and  a  full  complement  of  power  features.  Sure-Track, 
the  computer  controlled  anti-skid   braking  system,  is 


standard  on  Mark  III,  optional  on  Lincoln  Continental. 

At  trade-in,  a  Continental  can  prove  to  be  a  clever  in- 
vestment. In  fact,  based  on  recent  NADA  average  whole- 
sale prices,  Continental  Mark  III  returns  more  of  its 
original  manufacturer's  suggested  price  resulting  in  the 
highest  resale  value  of  any  luxury  car  built  in  America. 

Your  first  drive  will  convince  you:  the  Continentals 
are  cars  apart  and  above.  At  the  top  of  the  class. 


The  Continentals:  the  final  step  up. 


THE  CONTINENTALS 


LINCOLN-MERCURY  DIVISION 


The  Lincoln  Continental. 


It  all  adds  up.  Electronics.  Electrochemistry  Electromechanics.  Metallurg 
Four  technologies  converging  to  build  leadership  positions  . 
in  products  and  markets.Thats  what  Gould  is  a  I  about. 
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Too  Far,  Too  Fast 

High-flying  University  Computing  is  coming  back  to 
earth,  but  it  may  well  make  a  safe  landing,  not  a  crash. 


I  in  hi  in  nothing  more  dangerous 
than  success,  because— as  a  great  his- 
torian once  noted— it  is  rare  indeed  to 
find  a  man  who  can,  in  the  full  Hush  of 
success,    recognize    its    natural    limits. 

In  his  13th-Hoor  office  overlooking 
the  Dallas  skyline  (above),  Sam  Wyly 
must  be  thinking  about  such  things 
these  days.  Scarcely  a  year  ago,  ev- 
en thing  was  roses  tor  the  >oung  (36) 
chairman  ot  University  Computing  Co. 
Today  he  is  deeply  troubled.  His  orig- 
inal success  was  sound])  based.  Wyly's 
problem  was  that  he  tried  to  push 
it  too  far,  too  fast 

Starting  with  little  more  than  a  hefty 
dose  of  old-fashioned  entrepreneurial 
spirit,  Sam  and  his  brother  Charles- 
older  by  just  one  year— established 
l(  C  in  1963  with  a  timely  idea:  to 
do  businessmen's  computer  work  for 
them  more  efficiently  and  cheaply  than 
they  could  do  it  for  themselves.  In 
1964  UCC  had  under  SI  million  in 
revenues:  this  year  it  may  do  more 
than  $140  million.  UCC  became  one  of 
the  hottest  stocks  on  the  Big  Board. 

Smart  and  charming  Sam  Wyly  is  a 
slightly  built  man  with  a  shock  of 
blond  hair  and  fashionably  mod 
clothes.  He  must  have  felt  that  noth- 
ing could  stop  or  even  slow  his  drive  to 
the  top  ranks  of  American  business. 
Sons  of  a  struggling  Louisiana  weekly- 


newspaper  owner,  Sam  and  Charles 
had  started  early  in  the  computer 
business,  both  as  IBM  salesmen. 

Sam,  the  younger,  more  articulate 
brother,  graduated  with  Charles  from 
Louisiana  Polytechnic  Institute,  won 
a  scholarship  to  the  UniversiH  of 
Michigan  business  school,  and  after 
sales  success  with  IBM  and  Honey- 
well, struck  out  on  his  own  in  1963  at 
age  28.  "I  figured  that  if  I  could  put 
Honeywell  in  the  computer  business  in 
Texas,  I  could  put  myself,"  he  says. 

On  Their  Way 

So  Sam  traded  computer  time 
u  ith  Southern  Methodist  University 
for  housing  a  second-hand  computer 
financed  with  81,000.  Charles  came 
over  from  IBM  sales,  and  a  concept 
company  was  born.  It  would  serve 
computer-users  like  a  utility  with  time- 
sharing, software,  a  data  network. 
Dallas  customers  like  Sun  Oil  and 
Texas  Instruments  liked  the  two  broth- 
ers. Wall  Sheet  caught  a  fever  for 
University  Computing  and  pushed  its 
4.6  million  shares  as  high  as  187  be- 
fore it  went  on  the  Big  Board  in  1969. 
Total  market  value  at  that  time:  al- 
most $1  billion. 

With  their  high-priced  stock,  the 
Wylys  tried  in  1968— unsuccessfully— 
to  take  over  a  much  larger  company, 


Western  Union.  They  successfully  of- 
fered some  1.2  million  shares  of  UCC 
stock  to  capture  a  prosperous  casualty 
insurance  complex,  the  Gulf  Insur- 
ance Group.  They  raised  S20  mil- 
lion in  cash  when  the  chance  came 
along  to  buy  Computer  Technology 
from  LTV  Aerospace  when  James  J. 
Ling  got  in  trouble. 

Sam  Wyly  greatly  admired  Jimmy 
Ling  for  his  freewheeling  financial 
methods.  Unlike  Ling,  the  Wylys  con- 
tinued to  live  modestly,  but,  like  him, 
they  were  accepted  into  Dallas  busi- 
ness aristocracy.  Their  outside  interests 
grew;  they  became  major  stockholders 
in  the  Bonanza  Steak  House  chain  and 
in  Earth  Resources.  Sam  Wyly  was 
chief  Texas  fund  raiser  for  Richard 
M.  Nixon  in  1968  and  a  delegate  to 
the  Republican  National  Convention 
—heady  accomplishments  for  a  man 
still  in  his  mid-thirties. 

That  the  Wyly  boys'  original  idea 
was  a  great  one  can  never  be  doubt- 
ed. Nor  is  there  any  doubt  but  that 
they  had,  underlying  everything,  a 
fine  company.  But  with  their  heads 
in  the  clouds,  they  failed  to  see  the 
danger  signs  all  around  them:  soaring 
interest  rates;  a  dangerously  specula- 
tive stock  market;  a  softening  of  busi- 
ness. UCC  kept  borrowing  and  ex- 
panding at  a  feverish  pace. 
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L/CC  Chairman  Sam  Wyly  figures  computers  will  come  back. 


The  problems  began  to  show  up 
last  January  when  UCC  sought  new 
financing  with  a  $60-million  converti- 
ble debenture  offering.  While  nomi- 
nally a  computer  service  outfit,  UCC 
was  shown  by  the  prospectus  to  rely 
on  leasing  for  about  25%  of  its  busi- 
ness. And  it  had  been  pushing  un- 
realized profits  through  its  profit-and- 
loss  statement.  It  had  even  generated 
income  by  selling  computer  equip- 
ment and  then  leasing  it  back.  "They 
were  just  doing  too  many  unusual 
things  for  me,"  says  one  Wall  Street 
analyst.  The  offering  had  to  be  cut 
down  to  $40  million. 

Even  though  cynical  Wall  Street 
had  long  since  begun  to  discount 
UCC's  stock  (it  traded  recently  at 
20),  many  investors  were  surprised 
last  month  when  UCC  reported  its 
first  loss,  one  of  $4.6  million  for  the 
third  quarter  of  1970.  It  probably 
will  report  another  loss  in  the  fourth 
quarter.  Together  the  losses  could 
easily  wipe  out  first-half  earnings  and 
put  UCC  slightly  in  the  red  for  the 
full  year.  UCC  Chairman  Sam  Wyly 


sums  it  up  this  way:  "We've  been 
clobbered  in  1970." 

The  January  prospectus  had  also 
shown  that  the  Gulf  Insurance  Group 
had  played  a  larger  part  in  the  to- 
tal company's  finances  than  at  first 
supposed.  UCC  had  been  taking 
heavy  capital  gains  in  1969  from 
Gulf's  $lll-million  portfolio  of  bonds 
and  stocks.  The  capital  gains,  espe- 
cially from  Gulf's  Xerox  stock,  proved 
to  be  a  mainstay  this  year.  Investment 
gains  from  heavy  selling  have  totaled 
more  than  $11  million  for  the  first  nine 
months.  Just  about  all  of  UCC's  nar- 
row profit  for  the  period— $1.3  million 
—has  come  by  depleting  the  insurance 
unit's  portfolio. 

The  recently  acquired  Computer 
Technology  has  been  another  great 
drain  in  a  critical  time.  The  Wylys, 
who  share  executive  officer  duties  at 
UCC,  picked  up  35.5%  of  the  firm 
from  LTV  Aerospace  in  December 
1969  and  another  35.5%  this  October. 
The  acquisition  had  many  attractions. 
It  broadened  UCC's  overall  computer 
capabilities.    It   could    produce   addi- 


James  J.  Ling  gave  UCC  his  home  for  $1 .5  million  credit. 


tional  per-share  earnings,  once  con- 
solidated. Unfortunately,  Computer 
Technology,  which  was  basically  an 
in-house  unit  for  Ling-Temco-Vought, 
lost  $4.6  million  in  the  first  half.  Still 
the  Wylys  plowed  on.  But  the  deal 
was  costly,  requiring  $20  million  in 
cash,  a  $16-million  five-year  note  and 
about  $10  million  in  stock.  Sam  Wyly 
says  sadly,  "Today,  I  wouldn't  pay 
$20  million  cash  for  General  Motors." 
UCC  President  Charles  Wyly,  who 
also  had  served  as  UCC's  treasurer, 
denies  the  third-quarter  loss  means 
the  company  faces  a  financial  crisis. 
After  all,  a  $7-million  reserve  against 
possible  investment  and  accounts  re- 
ceivable losses  helped  create  the  red 
ink.  But  a  close  look  by  one  invest- 
ment banker  at  the  last  UCC  com- 
plete balance  sheet,  that  of  June  30, 
indicated  a  severe  cash  deficiency 
ahead.  UCC  appeared  to  need  $75.2 
million  within  a  year  for  debt  service, 
apart  from  the  cash  needs  of  normal 
daily  operations.  The  projected  cash 
flow  available  to  meet  these  obliga- 
tions seemed  to  be  about  $43  million. 
That  would  leave,  after  taxes,  a  cash 
deficiency  of  some  $38  million.  And 
the  company's  fiscal  picture  has  not 
improved  in  the  past  several  months. 

Sadder  But  Wiser 

The  Wylys  may  be  down  but  they 
are  a  long  way  from  out.  Both  broth- 
ers are  devout  Christian  Scientists, 
teetotalers  and  nonsmokers— men  who 
believe  willpower  can  overcome  dan- 
ger or  difficulty.  They  are  trying  to 
correct  their  mistakes,  get  back  to 
their  original  sound  concept.  "We're 
more  in  the  divestment  business  than 
the  acquisition  business  this  year," 
Wyly  says.  "We've  been  selling  off  or 
shutting  down  those  things  that  don't 
fit  our  new  strategy  or  have  just  been 
drags."  To  cut  costs,  they  have  shut 
down  at  least  one  of  UCC's  ten  data- 
preparation  centers  around  the  coun- 
try, and  cut  back  the  computer-plot- 
ter and  microfilm  lines  and  the  offices 
of  a  market  research  subsidiary.  Wyly 
has  moved  into  Computer  Technology, 
dropping  a  cadre  of  highly  paid  sales 
executives  and  expanding  its  custom- 
er list.  To  raise  cash,  Charles  Wyly 
doesn't  rule  out  even  the  sale  of  the 
Gulf  Group,  which  also  includes  two 
life  insurance  companies,  Gulf  Atlan- 
tic and  Western  Security. 

The  Wylys  are  looking  for  an  up- 
turn in  the  computer  service  business. 
They  are  also  riding  a  very  big— and 
very  promising— dream  called  Datran. 
This  is  a  Washington-based  subsidiary 
that  is  pushing  UCC's  scheme  for  a  na- 
tionwide microwave  network  to  handle 
data  transmissions.  Despite  the  op- 
position of  AT&T  and  Western  Union, 
Datran  seems  now  to  have  an  inside 
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ack  at  the  Federal  Communications 

lommission.  It  would  handle  data 
eparate  from  telephone  lines  and  fas- 
er  than  AT&T  now  does.  If  it  gets  go- 
ng. W\  h  tliinks  it  will  help  the  rest 
if  hi*  computer  business.  But  a  deci- 
ion  by  the  FCC  on  the  service  could 
>e  a  year  away.  Moreover,  the  net- 
work would  he  costly.  VC.C.  has  been 
asting  around  for  other  companies,  in- 
•luding  computer  manufacturers,  to 
lelp  carry  the  eventual  S375-million 
t>st  of  the  network. 

II  the  Wylys  are  to  turn  UCC 
pound  in  the  meantime  and  heat  the 
.ish  squeeze,  they  will  have  to  hurdle 
oine  other  nagging  problems.  One  is 
he  appeal  of  a  1968  stockholder  suit 
dleging  that  the  Wyly  hrothers  re- 
vived an  unusual  bonus  of  90.000 
hares  of  Computer  Leasing,  a  sub- 
sidiary temporarily  spun  ofl  by  UCC. 
There  is  another  suit  complaining 
ibout  a  $200,000-a-month  manage- 
nent  lee.  now  terminated,  which  Com- 
puter Technology  paid  UCC  for  ad- 
ice.  And  the  company  could  lose 
perhaps  as  much  as  $2  million  on  a 
leal  with  Jimmy  Ling.  This  involves  .> 
loan  to  Ling  th.it  brought  to  a  UCC 
subsidiary  voting  rights  to  Ling's  re- 
in, lining  9.51  "I  Ling-Temco-V  night 
ml  title  to  his  big  Dallas  house.  A 
Dallas  hank  is  a  prior  lienholder  and 
could  capture  s  I  million  of  the  collat- 
eral. The  $1  5-million  house  has  been 
sold  lo  sportsman  and  oil  heir  Lamar 
Hunt,  who  intends  to  move  there. 

Despite  their  troubles  these  days, 
the  Wylys  maintain  their  faith  in  the 
computer  business.  Charles  Wvly  is 
proud  he  has  wooed  over  Dean  Thorn- 
ton, the  Boeing  Co.'s  former  treasurer, 
to  become  I'CC's  neu  treasurer.  Sam 
talks  more  to  analysts  than  in  the  re- 
cent past  He  flies  to  Washington  to 
work  as  chairman  of  the  National  Ad- 
visory Council  for  Minority  Business 
Enterprise.  And  he  fondly  remembers 
the  first  time  he  visited  New  York  and 
told  security  analysts  about  his  plans 
for  international  business.  "The  cvni- 
cism  was  so  thick  you  could  cut  it 
wijh  a  knife.  Then  said,  'We  know 
this  is  some  kind  of  Texas  promoter 
here  now.'  Wliv.  VCC  already  was 
getting  SI  million  a  year  in  revenue 
from  Europe.  And  now  we're  in  Lon- 
don. Paris.  Vienna,  Frankfurt,  Mu- 
nich. We  oiler  Shell  Oil  the  same  kind 
of  services  in  Holland  as  we  do  in 
Houston  and  New  Orleans.  .  .  ." 

Can  the  hrothers  Wyly  solve  their 
immediate  cash  problems?  That  re- 
mains to  he  seen.  But  they  have 
learned  the  truth  of  the  old  cliches 
about  haste  making  waste  and  about 
nothing  grow  ing  to  the  skv.  As  a  result 
of  their  experience,  VC.C  has  the 
chance  to  again  become  one  of  the 
hottest  things  in  the  computer  field.  ■ 
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Is  There  Method . . .  ? 

Why  is  little  Continental  Copper  continuing  to  spend  money  in 
Chile,  whose  new  government  plans  to  nationalize  the  mines? 


Chile's  Salvador  Allende  appears  to 
mean  business  all  right.  One  of  his  first 
statements  on  taking  over  as  presi- 
dent last  month  was  to  reaffirm  his  in- 
tention of  nationalizing  Chile's  basic 
mining  businesses— nitrates,  iron  ore, 
copper.  But  Mortimor  S.  Cordon, 
chairman  of  New  York's  Continental 
Copper  &  Steel,  says  he  isn't  worried 
about  it.  Continental  put  its  $36-mil- 
lion  Sagasca  copper  mine  into  de- 
velopment early  this  year. 

Though  Continental  earned  only 
SI. 7  million  on  $89.2  million  in  sales 
in  fiscal  1970,  Cordon  has  committed 
it  to  spending  upwards  of  S10  million 
on  Sagasca,  no  inconsiderable  sum  for 
a  company  its  size.  The  rest  will  come 
from  a  consortium  of  Japanese  mining 
companies  ($10  million),  the  World 
Bank  ($10  million)  and  Chile's  Cop- 
per Corp.  ($3.5  million).  Allende's 
socialism  notwithstanding,  none  of 
Continental's  partners  is  having  any 
second  thoughts  about  the  project 
either.  "We're  taking  Allende  at  his 
word,"  Gordon  says.  "He  has  said 
Chile  would  assess  and  evaluate  each 
situation  on  its  own  merits.  To  move 
at  this  point  would  be  completely 
against  the  interests  of  Chile  and 
would  elicit  the  animosity  of  grouns 
whose  help  the  Chileans  have."  In 
short.  Gordon  thinks  Allende  will 
measure  a  little  latecomer  like  Con- 
tinental on  a  different  scale  than  he 
will  giants  like  Anaconda. 

For  one  thing,  Gordon  argues,  it 
would  he  pointless  for  Chi'"  lo  seize 
an  uncompl"ted  mine,  in  which  it  al- 
ready has  a  25^?  interest,  when  to  do 
so  would  jeopardize  the  S20-million 
investment  needed  to  complete  it. 
Then  too,  the  output  of  the  mine  is  un- 
der contract  to  the  Japanese,  and  am 
government  takeover  would  scuttle 
that  agreement  as  well.  As  for  Con- 
tinental itself,  the  risks  are  minimal. 
The  Agency  for  Internatbnal  Develop- 
ment has  guaranteed  Continental's  in- 
vestment in  the  project  against  expro- 
priation and  various  other  natural  po- 
litical disasters. 

Gordon  does  not  deny  the  impor- 
tance of  the  Sagasca  project  to  Con- 
tinental. Continental  has  always  been 
a  marginal  wire  and  cable  manufac- 
turer. In  last  year's  copper  shortage, 
it  earned  77'?  less  than  it  did  in  1967, 
for  instance,  despite  a  5.67  increase  in 
sales.  Sagasca  would  provide  an  as- 
•  sured  source  of  supply— a  source  that 
would  prove  particularly  valuable 
these  days  when  Chilean  copper  is 
selling  in  the  world  market  at  around 


50  cents  a  pound  vs.  a  U.S.  producers' 
price  of  56  cents. 

Which  partly  explains  Gordon's  op- 
timism as  well.  Unlike  many  copper 
men,  Gordon  believes  that  the  indus- 
try is  currently  stuck  at  the  bottom  of 
one  of  its  cyclical  troughs.  "There  was 
a  period  of  nine  or  ten  years,"  he  says, 
"when  the  producer  was  king.  Now 
the  customer  is  king.  The  producer  is 
in  the  position  of  having  to  look  for 
customers,  and  he's  going  to  continue 
to  have  to  do  so  for  the  next  five,  six 


or  seven  years.  This  means  the  Chilean 
government  will  be  more  dependent 
on  the  distribution  system  to  market 
its  copper  than  the  Western  countries 
will  he  on  the  producing  countries  for 
sources  of  supply .  I'm  counting  on  the 
Chileans  to  be  motivated  by  their  own 
best  interests  and  not  hamper  their 
access  to  that  system." 

The  Real  Gamble 

"We're  not  looking  through  rose- 
colored  glasses,"  Gordon  goes  on. 
"We're  realistically  assessing  the  situa- 
tion. The  pricing  situation  will  depend 
on  the  economies  of  the  Western  coun- 
tries, and  we  see  copper  leveling  off 
in  the  48-49-50-cent  range.  So  there 
won't  be  the  economic  pressure  for 
Chile  to  nationalize." 

Maybe  not.  But  there's  plenty  of 
reason  for  Gordon  to  hop"  that  there's 
not.  For  the  fact  is  that,  even  at  such 
prices,  Sagasca  will  have  a  dramatic 
impact  on  Continental  earnings  when 
it  goes  into  production  a  year  from 
now .  As  against  the  56  cents  a  share 
the  whole  company  earned  last  year, 
and  with  not  much  more  in  prospect 
for  1971,  Sagasca  would  contribute 
SI  a  share  with  copper  at  42  cents  a 
pound.  S2  a  share  with  copper  at  60 
cents.  Thus  Gordon  now  finds  him- 
self in  the  peculiar  position  of  gam- 
bling that  the  copper  market  will  in- 
deed prove  stagnant— or  stagnant 
enough— to  discourage  Chile's  loudly 
proclaimed  nationalist  ambitions.  ■ 
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Billions  for  Defense? 

Is  the  outlook  for  defense  companies 
as  bleak  as  it  seems?  Probably  not. 


A  i  nus  fUNCTUBE,  when  defense  is 
everywhere  recognized  as  a  depressed 
industry,  with  defense  company  stocks 
selling  at  eight  or  nine  limes  earnings, 
Forces  In  Washington  and  Moscow 
ma)  well  be  turning  things  around,  In 
short,  the  defense  famine  may  be  over 

en  K  over. 

A  whole  new  catalog  of  strategic 
weapons  is  on  the  Pentagon's  simp 
ping  list.  The  military  may  well  gel  •• 
good  deal  of  whal  ii  wants.  The  new 
est  approach  to  U.S.  defense  policy 

will   mean   increased   funds  lor  missile 

development,  all  mannei  ol  Na\  j  re 
lated    weaponry    (especially    subma 

lines),  a  wide  Variety  ol  special  pur- 
pose aircraft  in  short,  a  broad  range 
ol  military  hardware  on  which  the 
great  majority  ol  the  defense  industry 

makes  its  living. 

I  low  can  this  be  at  a  time  when  re 
building  U.S.  cities,  modernizing  our 
transportation  system,  recapturing  the 
environment,  educating  our  children 
and  hosts  of  other  social  and  civilian 
programs  are  vying  lor   the   federal 

budget  dollar?  The  answer  is  fairly 
simple:  Dclense  Sccrctarv  \lelv  in  It. 
Laird's    department    is    determined    to 

hold  on  to  the  level  ol  funding  it  has 

currently,     jnsl     under    $70    billion    a 

year.  Hut  it  intends  to  cut  sharply  the 
manpower  levels  ol  the  armed  forces, 

from  some  ,'t  million  men  at  present  to 
just  over  2  million. 

As  savings  are  achieved   in   payroll 


and  related  costs   (which  now   com 

pi  ise   about    hall    ol    the    total    dclense 

budget),  more  moiiex  m.iv  he  avail- 
able loi  strategic  weapons,  The  pro- 
posed manpower  savings  are  ol  such  a 

magnitude  that  inflation  will  not  con- 
sume all  of  them.  "Cut  manpower  and 
you  cut  big  chunks  out  of  that  budg- 
et, so  there  is  room  for  hardware,"  a 

stall    aide    ol    the    House    Armed    Ser- 

\  ices  ( lommittee  says  bluntly. 

In  the  military-spending  hill  recent 

lv  voted  by  the  House  of  Representa- 
tives lor  the  current  fiscal  year,  weap 

ons    procurement     is    allocated    $lb\2 

billion,  This  is  about  the  level  that 
was  spent  lor  procurement  in  L964, 
before  Vietnam  was  escalated,  lint  in- 
flation in  the  U.S.  economy  means  that 

$16  billion  buys  less— perhaps  30%  less 
—today  than  six  years  ago.  Defense 
Department  Controller  Robert  C. 
Moot  recently  estimated  that  today's 
defense  dollars  lor  non-Vietnam  pur- 
poses arc  equivalent  in  buying  powei 
io  i()")0  r>i  spending,  which  was  low 
indeed.  "In   1950-51,  the  balance  ol 

power   in    the   world   was   significantly 

different  than  today,"  Moot  argued. 

It  is  a  theme  constantly  expounded 
by  Defense  officials  from  Secretary 
Laird  down.  The  argument  goes  that 
the  Soviet  Union  has  been  spending 

proportionately  more  on  defense  than 
the  I'.S.  While  the  U.S.  has  been  tied 
down  in  Vietnam,  the  Russians  have 
made    great    strides    in    missiles,    in 


The  Success  That  Kills 

The  charter  airlines  are  the  hottest  thing  in  air  travel- 
so  hot  that  they  may  never  recover  from  their  success. 


When    a   group   of   companies   has 

grown  the  way  the  supplemental  air- 
lines have,  these  12  companies  should 
lie  Bying  high  instead  of  facing  disas- 
ter. The  industry  was  created  in  19fi2 
when  Congress  granted  certificates  to 
the  old  nonscheduled  airlines  to  fly 
international  charters.  Since  then  their 

revenues  have  soared  400S . 

175  million  last  year,  Hut  last  year 
the)  lost  a  total  of  $7.7  million,  and  a 
furthe  lllion  in  H>70's  first  half. 

In  a  groi  p  «if  companies  whose  larg- 
est carrier.  World  Airways,  had  only 

$81  ?  million  levcnues  in  1969  from 
its  aii  line  operations,  obviously  no 
companv    has    th(  \e   strength   to 

hold  out  lor  very  long. 

the    trouble    was    that    the    supple- 


mental carriers  created  competitors  as 
well  as  passengers.  The  regular  air- 
lines watched  the  steady  growth  of 
reduced-fare  charters,  then  rushed  to 
the  fray.  The  battle  has  been  joined 
primarily    over     the     North     Atlantic. 

where  the  supplemental  get  nearly 

two-thirds  ol  their  passenger  business 
and  where  last  year  they  carried  24.29 
ol    the  passengers  living   U.S.   carriers 

r\.  only  3.78  in  L963.  Fares  have 
steadily  fallen.  Today  the  once-profit- 
able North  Atlantic  is  a  sea  of  red  ink 
loi  the  supplemental  and  perhaps  for 

scheduled  U.S.  (lag  carriers  fan  \m 
and  TW  \ 

The  six  supplementals  who  fly 
the  North  Atlantic— American  Fly- 
ers,    Capitol     International,     Overseas 


National,  Saturn,  Trans  International 
and  World— together  lost  $7.5  million 
in  197()'s  first  half,  fan  Am  and 
TWA,  who  will  not  discuss  H)70's 
North  Atlantic  earnings,  are  probably 
not  much  better  oil. 

"Everybody  is  losing  money,"  says 
Edward  J.  Driscoll,  president  ol  the 
National  Air  Carriers  Association 
(NACA),  the  organization  of  the  ten 
largest  supplementals.  "Both  sides  un 
derpriced  their  product,"  agrees 
James  E.  Landry,  general  counsel  of 
the  Air  Transport  Association  (ATA), 
the  organization  of  U.S.  scheduled 
airlines.  For  the  supplementals,  the 
low  prices  on  commercial  charters  are 
aggravated  by  the  decline  of  their 
military  charter  business,  which 
amounted  to  79%  of  1963  revenues 
but  only  47V  of  last  year's. 

Having  managed  the  notable  feat 
ol  cutthroat  competition  in  a  regula- 
ted industry,  both  sides  have  turned 
to  the  regulators  for  relief.   The  sup- 
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building  their  navy— particularly  the 
missile-armed  submarine  fleet— and  in 
exerting  their  power  in  such  new 
areas  as  the  Mediterranean  Sea  and 
the  Indian  Ocean.  Against  this  there 
i<  Congress'  recent  disapproval  of 
Pentagon  wastefulness  and  national 
revulsion  over  Vietnam. 

The  first  priority  tor  Laird  and  oth- 
er top  defense  officials  is  to  try  and 
halt  the  decline  in  Pentagon  budgets. 
The  House  this  year  cut  another  S2 
billion  from  a  military  spending  re- 
quest of  $68.7  billion,  itself  down 
from  the  $72.6  billion  appropriated  in 
the  last  fiscal  year. 

The  most  likely  shape  of  U.S.  de- 
fense policy  is  a  return  to  what  it  was 
in  the  1950s.  This  was  before  the  Ken- 
ned) Administration's  Defense  Secre- 
tary Robert  S.  McNamara  built  up 
conventional  forces  so  the  U.S.  could 
combat  local  "wars  ot  liberation."  One 
result  of  that  policy  was  Vietnam.  It 
is  now  ;i  discredited  policy.  Under 
President  Nixon,  the  emphasis  is  re- 
turning to  moving  pieces  of  military 
hardware  around  in  a  continual  chess 
Came  with  the  Russians. 

Another  indication  of  greater  re- 
liance on  weaponry  rather  than  the 
commitment  of  manpower  is  the  Nixon 
doctrine  that  U.S.  allies  will  have  to 
shoulder  more  of  the  burden  of  their 
own  defense. 

There  is  growing  pressure  in  Con- 
gress for  the  U.S.  to  pull  its  300,000 
troops  out  of  the  NATO  countries,  to 
be  replaced  by  troops  of  those  coun- 
tries. The  U.S.  obligation  will  be  to 
supply  those  armies,  and  to  rush  into 
battle  if  they  are  attacked.  In  Asia. 
similarly,   the   U.S.    is  pulling   troops 


out  not  only  from  Vietnam  but  from 
Thailand  and  Korea  as  well.  Supply- 
ing hardware  for  the  defense  of  these 
areas  will  demand  that  new,  advanced 
weapons  be  developed.  For  NATO, 
says  T.  Edward  Rraswell,  Chief  of 
Staff  of  the  Senate  Armed  Services 
Committee,  "We're  talking  tanks,  more 
tactical  fighters  and  antiaircraft  equip- 
ment," such  as  ground-to-air  missiles 
and  advanced  radars.  New  hardware 
is  needed  not  only  for  strategic  rea- 
sons, but  to  enable  the  U.S.  to  retain 
its  S3-billion  military  export  market. 
To  back  the  pledge  to  defend  coun- 
tries from  afar,  the  U.S.  will  have  to 
keep  the  sea  lanes  open.  Thus  the  con- 
cern over  the  Soviet  Union's  increas- 
ingly far-ranging  80-vessel  nuclear 
submarine  fleet.  The  U.S.  has  88  nu- 
clear subs,  31  ot  which  are  scheduled 
for  conversion  to  multiwarhead  Posei- 
don missiles.  But  the  Russians  are 
building  ten  new  nuclear  submarines 
a  year  and  have  the  capacity  to  build 
double  that  number. 

In  the  Air,  Under  the  Sea 

Where  Robert  McNamara  tried  to 
build  one  fighter  plane  for  both  Navy 
and  Air  Force,  it  is  now  certain  that 
the  Navy  will  get  Grumman 's  F-14 
and  the  Air  Force  will  get  McDonnell 
Douglas'  F-15.  Even  the  controver- 
sial B-l  bomber,  on  which  North 
American  Rockwell  has  the  R&D  con- 
tract, stands  at  least  a  chance  of  being 
built  in  today's  climate. 

The  Russians'  new  capability  to 
launch  missiles  from  submarines 
makes  it  increasingly  likely  that  de- 
velopment will  go  forward  on  an  ad- 
vanced Underwater  Launched  Missile 


System,  having  a  range  far  beyond 
normal  submarine  capabilities.  De- 
veloping ULMS  will  call  upon  the 
skills  of  a  missile  manufacturer  and  a 
shipbuilder,  especially  one  with  a 
knowledge  of  undersea  technology. 
Lockheed's  success  with  the  Poseidon 
program  could  give  it  an  edge.  The 
controversial  antiballistic  missile  pro- 
gram could  be  scrapped  if  the  Stra- 
tegic Arms  Limitation  Talks  are  suc- 
cessful, but  upgrading  the  defense  of 
present  Minuteman  sites  might  call 
lor  some  new  small  missiles  and  vol- 
umes of  low-cost  radars. 

The  final  word,  of  course,  rests  with 
Congress— and  with  public  opinion. 
The  results  of  the  recent  election  are 
debatable,  but  the  Pentagon  may  have 
gained  a  friend  or  two  and  lost  a  cou- 
ple of  critics  in  the  Senate.  Critics  of 
the  Pentagon,  of  course,  will  not  be 
silent.  House  Appropriations  Commit- 
tee Chairman  George  H.  Mahon,  a 
Texas  Democrat,  found  that  three  ser- 
vices were  each  asking  for  a  different 
weapon  to  accomplish  precisely  the 
same  purpose.  He  sent  them  back  to 
think  it  over. 

In  addition,  there  are  a  good  manv 
sincere  Americans  who  feel  that  the 
military  is  exaggerating  the  Soviet 
threat  to  pressure  Congress  and  public 
opinion  into  buying  more  weaoons. 

But  the  argument  for  a  modern  mil- 
itary posture  by  the  U.S.  is  strong 
too,  and  when  the  arguments  are  bal- 
anced out,  the  Pentagon  is  almost  cer- 
tain to  end  with  quite  a  few  new  bil- 
lions for  new  hardware  in  the  fiscal 
1973  budget.  If  the  defense  industry 
isn't  likely  to  boom  in  the  years  just 
ahead,  neither  is  it  going  to  starve.   ■ 


plementals  have  proposed  broadening 
the  charter  rules  to  make  it  easier  for 
more  people  to  fly  reduced-fare  char- 
ters. They  argue  that  his  proposal  will 
appeal  to  people  who  have  never 
flow  n— not  to  those  who  now  fly  sched- 
uled service. 

The  ATA,  speaking  for  the  regular 
airlines,  disagrees,  arguing  that  more 
charter  traffic  will  be  at  the  expense 
ot  scheduled,  ticketed  traffic,  with  a 
resulting  erosion  of  scheduled  service. 
The  ATA  is  plugging  for  higher  fares 
and  stricter  enforcement  of  existing 
charter  rules. 

NACA's  Driscoll  warns  that  Con- 
gress and  the  CAB  had  better  shake 
a  leg:  "Unless  they  take  some  positive 
action,  they  may  see  the  demise  of 
the  supplemental  carriers."  Only  the 
top  eight  listed  in  the  table  had  over 
$14  million  in  1969  revenues.  Already 
some  of  the  smaller,  less  viable  car- 
riers are  facing  bankruptcy.  One, 
Standard    Airways,    closed    shop    last 


year.  As  a  result,  mergers  of  smaller 
with  larger  supplemental  are  in  the 
wind.  Universal,  for  instance,  is  now 
acquiring  American  Flyers.  And  more 
will  have  to  come. 

As  the  1962  granting  of  their  char- 
ters  suggests,    the   supplemental   air- 


lines have  powerful  friends  in  Con- 
gress, friends  who  are  unlikely  to  leave 
the  field  to  the  scheduled  airlines  with 
their  higher  fares.  Nevertheless,  when 
the  dust  has  settled  there  will  prob- 
ably be  fewer  supplementals  and  high- 
er fares.   ■ 


Supp 

lement 

-AIR  OP 

nues 
Gain 
From 
1968 

a/  Airlines 

Recent 
Stock 
Price 

Price 
Range 
1969-70 

Reve 

1969 
(Millions) 

Net 

Income 

(Millions) 

1969             1968 

Am  Flyers  Airline 
Capitol  IntI  Airways 
Modern  Air  Transpt 
Overseas  Natl  Airways 

$20.8 
48.1 
14.1 

58.7 

52% 
8 
23 
95 

$d6.3 
dO.l 
dl.8 
d0.7 

$d3.2 

d3.5 

d2.4 

3.3 

* 

334 

341/2-2y2 

463/4-2 

Saturn  Airways 
Trans  IntI  Airlines 
Universal  Airlines 
World  Airways 

27.0 
51.1 
46.1 
87.7 

-18 

5 
1 
4 

0.04 
4.0 
d3.2 
4.7t 

3.7 
6.5 
2.9 
7.5t 

5% 

5% 
5% 

29%-2% 

221/2-41/4 
305/8-5 

d— Deficit.    'Wholly   owned 
subsidiary's   earnings. 

subsidiary.   tExcl 

jdes    $4.4 

million   in    1968  and   $4.5 

million    in    1969    from    bank 
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Canada's  Closing  "Open  Door" 

"Yankee,  go  South"?  Canadians  aren't  saying  that  yet,  but 
there  are  clear  signs  that  the  open  door  to  U.S.  investment  is 
going  to  be  closed  a  little— at  least  a  little— and  perhaps  a  lot. 


"Bombs  don't  scare  us,"  David  Rocke- 
feller, president  of  Chase  Manhattan 
Bank  told  Quebeckers  not  long  ago, 
"we  have  bombs  in  New  York  City 
too."  More  scary  by  far  to  U.S.  inves- 
tors, said  Rockefeller,  are  Canadian 
tax  proposals  affecting  mining  and  ba- 
sic resources  industries. 

In  recognizing  Red  China,  in  shel- 
tering U.S.  draft-dodgers,  Canada  has 
served  notice  it  intends  to  prove  its 
political  independence  of  the  U.S.— 
defiantly  so.  Now  the  same  spirit  is 
beginning  to  show  up  in  the  economic 
field.  What  worries  men  like  David 
Rockefeller  is  that  this  spirit  may  go 
too  far.  The  economic  consequences 
of  Canadian  nationalism  could  one 
day  be  more  serious  than  the  confisca- 
tion of  the  copper  companies  in  Chile. 
They  could  rank  in  the  U.S.  business- 
man's chamber  of  horrors,  along  with 
the  possible  future  loss  of  Middle 
Eastern  oil. 

Consider  the  numbers.  U.S.  invest- 
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ment  in  Canada  in  1969  was  about 
$35  billion-some  $25  billion  of  that  in 
direct  investment,  portfolio  and  cor- 
porate assets.  It  implies  a  certain  U.S. 
dependency  on  Canada  too,  which  va- 
ries in  degree  from  one  industry  to  the 
next.  The  U.S.  gets,  for  example,  84% 
of  its  asbestos,  66%  of  its  newsprint 
and  15%  of  its  iron  ore  from  Canada. 

Count  off  Canadian  natural  re- 
sources, and  it's  a  checklist  of  huge 
U.S.  corporations:  pulp  and  paper, 
forest  products— everyone  from  Crown 
Zellerbach  to  Scott  Paper  to  U.S.  Ply- 
wood-Champion; petroleum— Stand- 
ard Oil  (N.J.)  to  Gulf  to  Texaco; 
chemicals— Union  Carbide,  du  Pont, 
American  Cyanamid;  mines— Kenne- 
cott,  Anaconda  and  Amax;  and  so  on. 

Add  to  this  U.S.  control  of  97%  of 
the  Canadian  auto  industry;  97%  of 
the  rubber  industry;  plus  large  chunks 
of  the  food,  retailing  and  publishing 
industries,  and  the  U.S.  not  only  ends 
up  controlling  about  46%  of  Canadian 
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Ian  Wahn,  chair- 
man of  the  commit- 
tee named  left, 
told  Forbes: 
"We  are  not 
economic  national- 
ists, we  welcome 
capital  from  all 
countries  of  the 
world— on  terms  which 
will  not  endanger 
our  national  inde- 
pendence." But 
nobody's  quite  sure 
what  these  "terms" 
should  be. 
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manufacturing,  but— through  some 
7,000  Canadian  companies— about 
5Q%  of  the  entire  Canadian  economy. 

At  best,  U.S.  investors  can  expect 
nonretroactive  legislation  affecting  in- 
vestment practices,  mergers,  resource 
exploration,  profits  and  majority  Ca- 
nadian participation  in  future  ven- 
tures. At  worst:  much  further  down 
the  road,  perhaps  nationalization  of 
Canadian  resources,  or  key  industries. 

Make  no  mistake:  Economic  nation- 
alism is  not  just  on  the  extremist 
fringe.  Take  the  "nationalism"  of  the 
Canadian  investor.  His  country  is  host 
to  some  of  the  biggest  corporations  in 
the  world.  (Du  Pont,  Heinz,  Johns- 
Manville,  Dow  Chemical,  Continental 
Can,  International  Harvester,  RCA, 
General  Foods,  Procter  &  Gamble  and 
IBM  all  have  wholly  owned  Canadian 
subsidiaries.)  But  few  list  their  stocks 
on  Canadian  exchanges;  their  debt 
capital  is  raised  in  Canada  but  their 
venture  capital  is  usually  raised  else- 
where. Finally  much  of  their  Cana- 
dian income  is  repatriated  south  of 
the  border,  $2  billion  in  dividends, 
profits  and  payments  last  year  alone. 

Or  consider  the  "nationalism"  of  the 
fledgling  Canadian  industrialist  who 
has  seen  outside  companies  take  over 
or  merge  600  Canadian  firms  in  the 
last  six  years.  He  watches  the  U.S.- 
owned  Canadian  subsidiaries  buy 
their  parts  and  components  back  in 
the  States— parent  company  profits  out- 
rank subsidiary  profits  in  corporate  ac- 
counting—and develop  their  technol- 
ogy in  the  U.S.  with  U.S.  personnel. 
Canadians  point  to  the  "house"  Ca- 
nadian on  the  board  or  in  manage- 
ment of  U.S. -owned  subsidiaries  and 
equate  him  with  the  "house"  Negroes 
some  companies  have  among  their  ex- 
ecutives in  the  Lower  48. 

Justified  or  no,  this  resentment  has 
roots  in  many  segments  of  Canadian 
life.  In  education  it  is  the  worry  about 
the  predominance  of  U.S.  professors 
in  the  colleges  and  universities;  it  sur- 
faces over  the  amount  of  U.S.  content 
in  Canadian  prime-time  TV;  in  the  en- 
vironment the  cry  is:  "People  from  the 
States  are  buying  up  all  the  best  land, 
from  Vancouver  Island  to  Nova  Sco- 
tia." But  whatever  the  cause,  the  final 
effect  may  yet  be  measured  in  eco- 
nomic terms:  in  laws,  regulations  and 
habits  being  altered  to  govern  the  be- 
havior of  outside  investors. 

As   yet   there  is   no  agreement  on 
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how  to  deal  with  U.S.  economic  pow- 
er in  Canada.  Walter  Gordon  (Liberal 
finance  minister  1963-65)  chaired  the 
Royal  Commission  on  Canada's  Eco- 
nomic Prospects  in  1955-57.  His  rec- 
ommendations included  a  Canadian 
development  Corporation  to  partici- 
pate in  new  commercial  ventures,  flex- 
ible continental  energy  pacts,  and  fed- 
eral watchdog  agencies  overseeing  key 
sectors  of  the  economy. 

Cordons  plan  was  discussed,  but 
nothing  was  done.  Later,  however,  he 
was  instrumental  in  enacting  legisla- 
tion to  ease  the  U.S.  grip  on  Cana- 
dian banks,  insurance  companies  and 
finance  companies.  Recently  he  told 
Forbes:  The  government  will  have 
to  move;  the  momentum  is  there." 

(  un  ying  the  momentum  are  men 
like  Professor  Melville  Watkins,  now- 
Nice  president  of  the  New  Democratic 
Partv  (\DP).  and  a  University  of 
Toronto  economist.  Two  years  ago 
Watkins  chaired  a  task  force  on  for- 
eign investment  that  produced  the 
"Watkins  Report."  That  report  was 
concerned  with  curbing  the  powers  of 
the  multinational  corporations  in  Can- 
ada. But  it  wasn't  enough  for  Mel- 
ville Watkins,  who,  moving  to  the  left 
wing  of  the  NDP.  produced  the  "Waf- 
fle Manifesto"  which  called  for  the 
total  nationalization  of  Canadian  re- 
soun 


Watkins  told  Forbes  his  view  now 
is  that  nationalization  is  the  only  re- 
course left  to  resource  nations  in  the 
face  of  the  economic  and  political 
clout  that  multinational  corporations 
can  exert.  Watkins  claims  it  is  not  just 
the  radicals,  but  moderate  students, 
too  (as  at  the  University  of  Alberta's 
conservative  Edmonton  campus),  who 
identify  the  multinational  presence  as 
inimical  to  Canada's  economic,  even 
political,  independence. 

The  labor-supported  NDP  is  a  long 
way  from  coming  to  power  at  the  fed- 
eral level;  with  only  23  seats  (out  of 
Parliament's  264)  and  a  power  base 
mainly  in  Ontario  province,  the  NDP 
constitutes  little  threat  to  Prime  Min- 
ister Pierre-Elliott  Trudeau's  reigning 
Liberals.  But  the  NDP  is  part  of  a 
long,  respectable  socialist  tradition  in 
Canada  dating  back  to  the  Coopera- 
tive Commonwealth  Federation  and 
the  "Regina  Manifesto"  of  the  Thir- 
ties. The  NDP  is  itself  a  descendent 
of  the  CCF.  Government  interference 
in  everyday  economic  life  is  not  con- 
sidered as  much  of  a  bad  thing  by 
Canadians  as  it  is  by  people  of  the  U.S. 
After  all,  when  Edward  Harriman  and 
James  Hill  were  stringing  railroads 
across  the  U.S.,  the  government  was 
doing  it  in  Canada. 

One  day  the  NDP  could  hope  to 
form    a    coalition    with    a   left-leaning 


separatist  party  in  troubled  Quebec- 
province,  and  with  strong  support 
from  a  new  generation  of  voters.  But 
even  without  coming  to  power,  this 
socialist  fringe  can  exercise  pressure 
on  the  ruling  party  to  "do  something" 
about  the  Yankees. 

There  is  a  line  in  the  NDP's  Waf- 
fle Manifesto  that,  true  or  untrue, 
could  appeal  strongly  to  the  young: 
"American  corporate  capitalism  is  the 
dominant  factor  shaping  Canadian  so- 
ciety .  .  .  and  Canada  has  been  re- 
duced to  a  resource  base  and  con- 
sumer market  within  the  American 
empire."  (Quebeckers  see  the  same 
thing  in  miniature  happening  to  them, 
but  not  just  from  the  U.S.,  from  An- 
glo-Saxon Canadians  too.)  It's  attrac- 
tive rhetoric  for  students,  and  an  ex- 
treme view,  but  one  that  even  many 
moderate  Canadians  have  partial  sym- 
pathy with. 

His  office  in  the  same  building  as 
Watkins,  economist  Abraham  Rotstein 
says:  "What  Canada  really  is  doing  is 
getting  into  step  with  other  resource 
nations  of  the  world  in  terms  of  how 
we  allow  those  resources  to  be  ex- 
ploited." Canada  for  the  Canadians? 
"If  you  like.  Chile  during  the  Frei  ad- 
ministration is  roughly  where  Canada 
is  heading."  Rotstein  sees  Canada 
placing  heavy  reliance  on  a  develop- 
ment   corporation    publicly    and    pri- 


Dilemma 


I)i  ring  question  time  in  the  House 
of  Commons,  Prime  Minister  Pierre- 
Elliott  Trudeau's  manner  often  sug- 
gests  a  somewhat  bored  Disraeli. 
Yet    Trudeau    (right) -at    50    the 


world's  most  mod  Prime  Minister- 
is  not  bored  but  listening  intently, 
and  he  is  a  carbon  copy  of  no  one. 
That's  why  no  one  can  be  sure 
which  way  he'll  move  on  foreign  in- 
vestment. The  alternatives  are  sim- 
ple on  the  surface:  Keep  invest- 
ment rolling  in  and  hope  for  more 
jobs,  or  gamble  with  jobs,  by  being 
somewhat  more  restrictive,  and  try 
to  cVeate  an  increased  sense  of  na- 
tional independence  and  greater 
freedom  to  move  in  world  affairs. 
Part  of  the  dilemma  is  this:  It's  not 
merely  outside  investment  per  se 
that  troubles  Canadians,  but  that 
80%  of  it  is  from  the  U.S.  How 
to  encourage  East-West  investment 
(Japan,  China,  Russia,  Europe)  to 
redress  the  balance,  without  open- 
ing the  door  to  increased  North- 
South  dependency,  is  the  other 
side  of  the  same  coin.  By  his  uni- 
lateral declaration  of  Canadian 
sovereignty  over  Arctic  waters,  by 
his  suspension  of  civil  rights  over 
Quebec,  Trudeau  has  shown  he  is 
capable  of  very,  tough  decisions, 
but  not  precipitous  ones.  That's 
one  reason  he  listens  so  carefully. 
Once  he  moves,  he  cannot  easily 
be  shaken.  He  has  been  heard  to 


comment  that  if  the  people  don't 
like  what  his  government  does,  they 
can  vote  him  out.  Disraeli  coined 
a  phrase  to  fit:  Never  complain, 
never  explain. 
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vately  funded  to  buy  into  the  action. 
"Enough  has  happened  to  finally  make 
us  want  to  act." 

What  types  of  things?  Rotstein  be- 
lieves that  such  laws  as  the  "trading 
with  the  enemy  act"  imply  extra  ter- 
ritorial jurisdiction  lor  the  U.S.  Gov- 
ernment. So,  he  thinks,  do  some  U.S. 
antitrust  provisions.  As  Canada's  re- 
cent diplomatic  exchange  with  Com- 
munist China  shows,  the  Canadians 
do  not  feel  any  restraints  in  trading 
with  countries  the  U.S.  Government 
shuns.  What  concerns  Rotstein,  and 
other  Canadian  moderates,  is  that 
U.S. -owned  Canadian  companies  are 
prevented  from  trading  with  countries 
Canada  recognizes. 

By  no  stretch  of  the  imagination  can 
Rotstein  be  called  either  an  extremist 
or  youthful  radical.  Far  from  it,  Rot- 
stein, the  editor  of  Canadian  Forum, 


could  be  better  categorized  as  a  mid- 
dle-of-the-roader among  thinking  Ca- 
nadians. What  he  does  is  sum  up  the 
thinking  this  way:  "The  issue  is:  na- 
tionalization or  regulation." 

Nor  is  Richard  Rohmer  a  wild-eyed 
nationalist.  Rohmer,  an  ex-RCAF  pi- 
lot, is  now  a  Toronto  lawyer  and  an 
eloquent  advocate  of  the  control  of 
Canadian  natural  resources  by  Cana- 
dians. Rohmer  told  Forbes  that  by 
the  end  of  this  century  Canadian  pop- 
ulation will  have  doubled,  to  about 
45  million.  U.S.  population  will  move 
up  by  50%-to  300  million-and  will 
be  screaming  for  resources.  Any  bind- 
ing energy  and  resource  pact  would 
put  Canada  at  the  mercy  of  that  over- 
whelmingly larger  U.S.  population, 
he  maintains. 

Perhaps  Canada's  strongest  bar- 
gaining point  with   the   U.S.   as   this 


Limiting  foreign  ownership 
termed  an  impossible  task 
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Viol 


/mages.  Canada  as  a  blissful 
snowladen  land  populated 
by  romantic  Mounties,  Eski- 
mos and  fur  trappers,  has 
all  but  faded,  yet  Canadians 
remain  very  sensitive  to  the 
thought  that  this  stereotype 
still  persists  south  of  the 
border.  A  bigger  factor  be- 
hind the  new  nationalism  is 
a  growing  disillusion  with 
what  the  American  Way  has 
done  to  the  U.S.  cities  and 
the  U.S.  environment.  The 
Canadians  would  like  the 
prosperity  but  not  the  en- 
vironment that  goes  with  it. 


Headlines    like    these,    none    from    fringe    publications,    give    dramatic 
testimony  to  the   growing  Canadian  debate  on   economic   nationalism. 


decade  rolls  on  will  not  be  oil  or  gas 
or  electricity  or  minerals,  though  all 
these  are  important,  but  water.  Can- 
ada has  one-sixth  of  the  world's  fresh 
water— and  the  U.S.  is  woefully  un- 
dersupplied.  Says  Rohmer:  "One  U.S. 
priority  should  be  a  population  curb 
which  will  enable  it  to  keep  the  popu- 
lation at  a  level  that  can  match  its 
own  resources." 

Not  surprisingly,  Canadians  are 
very  sensitive  about  their  vast  open 
spaces.  Rohmer  is  spearheading  a 
movement  to  keep  foreign  control  out 
of  Canada's  Green  North-that  3,000- 
mile  strip,  between  200  and  1,000 
miles  wide— the  Canadian  heartland. 
His  Mid-Canada  Development  Coip. 
already  has  pulled  in  representatives 
of  federal  and  provincial  government, 
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academicians,  politicians,  businessmen 
and  trade  unionists  to  seek  ways  of 
insuring  "the  integrity  of  this  signifi- 
cant midsection  of  Canada." 

Says  Rohmer:  "Already,  with  only 
68  of  the  world  population,  the  U.S. 
consumes  40'?  of  the  worlds  raw  ma- 
terials production.  What  would  that 
appetite  look  like  to  you  if  you  were 
a  Canadian?" 

As  things  now  stand,  Canada  is  vir- 
tually wide  open  to  U.S.  investment. 
But  ahead)  there  have  been  excep- 
tions. The  federal  government  did 
recently  refuse  Canadian  industrialist 
Steve  Roman  permission  to  sell  his 
Denison  uranium  mines  to  non-Cana- 
dians (see  Forbes.  Oct.  1).  It  has 
come  down  sharply  on  the  U.S.  con- 
tent of  prime-time  TV.  It  did  severely 
restrict  U.S.  investments  in  Canadian 
banks,  insurance  and  the  media.  Right 
now  McGraw-Hill  is  in  the  headlines. 
There  are  new  regulations  in  the  off- 
ing, too,  for  oil  and  gas  exploration 
and  exploitation. 

hast  month  when  McGraw-Hill 
made  a  bid  for  Canada's  prestigious 
Ryerson  Press  there  was  an  uproar. 
Questions  were  asked  in  Parliament, 
poets  threatened  to  take  their  work 
elsewhere.  Parliament  may  yet  block 
tie.  as  it  did  Prudential  Insur- 
ance (.is  attempt  in  1969  to  take 
over  Traders  Croup  Ltd.,  Canada's 
second-largest  finance  company. 

Reports  Aplenty 

Currently,  some  Canadian  brokers 
want  an  outright  ban  on  any  new  for- 
eign investment  in  Canadian  securi- 
ties firms,  prompted  by  Merrill  Lynch's 
takeover  of  Royal  Securities  Ltd.,  one 
of  Canada's  lamest  financial  institu- 
tions. Another  Commons  committee 
report  says  special  income  tax  exemp- 
tions for  advertisers  in  Canadian  edi- 
tions of  Time  magazine  and  Reader's 
Digest  should  be  eliminated.  After  the 
Steve  Roman  uproar,  the  federal  gov- 
ernment declared  that  foreigners  will 
be  permitted  to  own  no  more  than 
33?  of  Canadian  energy-producing 
companies,  and  no  single  individual 
or  organization  more  than  10?.  This  is 
the  way  it's  heading. 

Latest  in  a  long  line  of  committees 
with  recommendations  to  offer  is  Ian 
\\  aim's  Parliament  Committee  on  U.S. 
Ownership.  Wahn's  group  has  said: 
"...  as  a  general  rule,  it  is  desirable 
that  Canadians  should  control  Cana- 
dian companies  by  owning  at  least 
51%  of  their  voting  shares,  particular- 
ly in  the  important  sectors  of  the  econ- 
omy where  American  control  is  now 
most  highly  concentrated." 

From  the  Gordon,  Watkins  and 
Wahn  reports,  Minister  of  National 
Revenue  Herb  Gray  is  now  prepar- 
ing the  paper  which  Prime  Minister 


Trudeau  will  put  forward  as  govern- 
ment policy.  Canadian  political  ob- 
servers generally  believe  that  Tru- 
deau's  measures  will  be  gentler  than 
those  in  the  Wahn  report.  Newfound- 
land Prime  Minister  Joseph  Small- 
wood  (see  box,  p.  28)  is  certain  of  it. 

Trudeau,  however,  is  not  always 
predictable.  One  quick  way  to  estab- 
lish Trudeau's  attitude  to  economic 
nationalism  is  to  compare  whatever 
he  puts  before  Parliament  with  the 
Wahn  proposals.  If  Liberal  policy  has 
more  teeth  than  the  Wahn  report,  then 
Trudeau  has  taken  a  strong  stand  in- 
deed, and  has  been  listening  more  to 
the  students  than  to  the  businessmen. 

The  complex  nature  of  Canadian 
nationalism  will  greatly  offset  the  abil- 
itv   of   even    the   Conservative   Partv 


Despite  all  this,  there  are  some 
strong  arguments  for  restraint  in  re- 
stricting U.S.  companies  in  Canada. 
Stacked  against  the  emotional  appeal 
of  Canada  for  the  Canadians  are  some 
firm  political  and  economic  facts  of 
life.  One  is  that  most  of  the  provincial 
prime  ministers  are  more  interested  in 
jobs  than  in  whether  a  New  York-  or 
Toronto-based  firm  issues  the  pay- 
checks. Ontario's  Premier  John  Ro- 
barts  has  said:  "I'm  not  frightened  by 
the  presence  of  foreign  capital  in  Can- 
ada. ...  I  think  a  lot  of  Canadians  can 
earn  a  damn  good  living  working  in 
plants  that  are  here  because  Ameri- 
can capital  put  them  here." 

Quebec's  Premier  Robert  Bouras- 
sa,  in  New  York  meeting  with  U.S.  in- 
dustrialists, investors  and  financial  in- 


MARCH  AGAINST  THE  SELL-OUT 
OF  CANADIAN  RESOURCES 


SAVE  CANADIAN  RESOURCES  FOR 
CANADIAN  JOBS 

JOIN  THE  CANADA-WIDE  PROTESTS 
STOP  THE  CONTINENTAL  ENERGY  DEAL 


Quenching  Canadian  thirst  for  outside  investment  are  banners  like  these 
culled   from   a   wall  poster  for  a   "Waffle-Manifesto-Movement"   rally. 


(the  Tories)  and  others  to  maintain 
a  wide-open  policy.  Proposals  are  pro- 
liferating, and  the  pressure  is  mount- 
ing. To  that  extent  then,  even  as  the 
Tories  in  Britain  when  they  return  to 
power  don't  abolish  socialized  medi- 
cine, or  denationalize  all  the  nation- 
alized industries,  so  the  Canadian 
Conservative  Party  in  power  might 
similarly  be  conditioned  by  the  pre- 
vailing mood  of  the  people. 


stitutions,  told  Forbes  he  had  staked 
his  political  future  on  his  ability  to  at- 
tract industry  to  Quebec.  "Industry 
means  jobs,"  he  said  emphatically. 

Remember  that  the  Canadian  pro- 
vincial prime  ministers  have  consider- 
ably more  power  than  U.S.  state  gov- 
ernors have,  and  the  provinces  are 
constitutional  custodians  of  their  own 
natural  resources. 

Also  favorable  to  U.S.   companies 
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is  the  fact  that  Canada  has  its  "con- 
tinentalists"  who  think  in  North  Amer- 
ican terms  and  believe  any  investment 
is  good  investment— a  bit  like  Adam 
Smith's  guiding  hand.  This  categorizes 
to  a  large  degree  the  Tory  party. 
Most  other  Canadian  politicos  appear 
to  range  from  mildly  concerned  to 
rabid  nationalists.  Quebec  separatists 
have  a  category  all  to  themselves. 

The  current  Liberal  government  of 
Prime  Minister  Trudeau  reflects  these 
conflicting  pulls.  Trudeau  is  a  con- 
tinentalist-French-Canadian  nonsepa- 
ratist  who  must  balance  the  strong 
emotional  appeal  of  economic  nation- 
alism against  the  pocketbook  issue  of 
jobs  and  exports. 

Perhaps  the  Trudeau  government 
would  like  to  see  economic  national- 
ism go  away  so  it  could  address  it- 
self to  more  immediate  problems.  But 
it  won't  go  away.  That  there  is  no 
nationalist  consensus  in  Canada  does 


not  mean  that  Canadian  nationalism 
is  not  a  very  real  factor.  Scratch  a  Ca- 
nadian and,  whatever  his  politics,  you 
will  find  him  in  some  way  or  another 
resentful  of  U.S.  influence  affecting 
"the  quality  of  Canadian  life." 

Are  U.S.  businessmen  worried?  A 
good  percentage  of  those  queried  by 
Forbes  just  didn't  want  to  talk  about 
the  subject.  A  few  said  that  they  re- 
gard the  whole  thing  as  simply  polit- 
ical rhetoric.  Said  one,  an  executive  in 
a  major  U.S.  food  company  with  major 
Canadian  interests:  "We've  been  here 
for  60  years,  and  all  this  talk  won't 
do  anything  to  us  at  all."  Said  an- 
other, a  chemical  executive:  "When 
all  the  shots  are  fired,  how  much  of  it 
has  really  come  home  to  roost  as  law?" 

Such  statements  have  a  head-in- 
the-sand  ring  to  them.  Augustine  R. 
(Gus)  Marusi,  chairman  of  Borden, 
Inc.  sounds  more  realistic.  "I  would 
like  to  see,"  says  he,  "frank  talks  be- 


tween the  two  countries  now,  rather 
than  waiting  until  these  matters  be- 
come a  sore  issue  between  the  two 
governments."  Like  David  Rockefeller, 
Marusi  realizes  that  today's  political 
slogans  have  a  depressing  tendency  to 
become  tomorrow's  economic  policy. 

So  'it  is  that  in  Canada,  as  else- 
where, two  great  trends  are  in  con- 
flict: the  tendency  for  the  world  to 
become  one  economically;  and  the 
strengthening  everywhere  of  national- 
ism. The  two  are  at  war  in  Canada. 
Which  will  win?  A  good  deal  mav 
depend  on  how  the  U.S.  Government, 
U.S.  businessmen  and  the  U.S.  press 
handle  the  situation.  To  refuse  to 
compromise  with  Canadian  economic 
nationalism  will  be  to  encourage  it. 
To  go  along  with  it  will  entail  some 
loss  of  profit  and  privilege  by  U.S. 
business,  yet  that  course  will  almost 
certainly  prove  to  be  the  most  sensi- 
ble of  the  alternatives.  ■ 


Small  wood's  Big  Gamble- 

"They're  a  bunch  of  bloody  damn 
idiots!"  That's  how  dapper  Joseph 
M.  Smallwood,  the  70-year-old  pre- 
mier of  the  Canadian  province  of 
Newfoundland  and  Labrador,  char- 
acterizes federal  government  offi- 
cials who  would  like  to  see  U.S. 
investments  in  Canada  limited. 
Calming  down,  Smallwood  says 
that  limiting  U.S.  investments  is 
just  the  stuff  that  political  speeches 
are  made  of,  not  reality. 

Smallwood  has  good  reason  to 
talk  this  way:  His  whole  future 
rests  on  the  success  of  a  contro- 
versial project  sponsored  by  U.S. 
investors.  At  Come  By  Chance, 
Newfoundland,  near  an  isolated 
fishing  village  of  ten  families,  is  the 
start  of  a  giant  refinery,  petrochem- 
ical and  paper  complex,  financed 
in  Europe  but  managed  and  even- 
tually to  be  owned  by  Shaheen 
Natural  Resources  of  New  York. 
In  the  eyes  of  his  political  enemies, 
Smallwood  has  practically  given 
the  refinery  to  Shaheen  free  of 
charge  in  order  to  generate  jobs. 
Because  of  political  infighting,  the 
planning  has  dragged  on  for  four 
years,  and  it  will  be  two  more  be- 
fore the  refinery  is  completed. 

The  project  is  being  financed 
through  European  banks  with  $95 
million  covered  by  British  Exports 
Credits  Guarantee  Department  to  fi- 
nance British  goods  and  services. 
But  the  construction  contract  was 
given  to  Procon,  the  British  subsidi- 
ary of  an  American  firm,  Univer- 
sal Oil  Products.  Another  $25  mil- 
lion is  a  Eurodollar  loan  to  finance 
local  costs.  The  Newfoundland  gov- 


ernment itself  will  guarantee  an- 
other $30  million. 

The  final  $10  million,  plus  work- 
ing capital,  is  to  come  from  John 
M.  Shaheen,  whose  privately  held 
interests  include  Macmillan  Ring- 
Free  Oil  Co.  and  Can-Amera  Ex- 
port Refining  Co.  His  Newfound- 
land Refining  Co.  subsidiary  will 
operate  the  plant  for  15  years  and 
then  acquire  ownership  after  re- 
paying the  provincial  investment 
and  others  out  of  the  profits.  The 
complex  will  also  be  tax-free  for 
the  first  seven  years  because  of  ac- 
celerated write-offs. 

What  the  Newfoundland  govern- 
ment gets  for  its  investment  after 
the  principal  is  paid  back  is  5%  of 
the  gross  in  perpetuity.  What  Sha- 
heen gets  is  the  $160-million  refin- 
ery after  15  years. 

If  the  project  fails,  it  could  mean 
the  downfall  of  Smallwood,  the 
man  who  has  run  sparsely  popu- 
lated Newfoundland  since  he  took 
it  into  the  Canadian  Confederation 
22  years  ago.  To  criticism  of  his 
dealing  with  Shaheen,  Smallwood, 
a  one-time  Socialist,  snaps:  "You 
need  a  capitalist  to  get  things  run- 
ning smoothly.  Maybe  in  30  years 
or  so,  things  will  be  going  well 
enough  so  that  I  can  become  a  So- 
cialist again." 

Smallwood's  critics  say:  "The 
government  gave  away  too  much 
for  too  little."  His  supporters  say: 
"Our  sagging  economy  badly  needs 
that  $10  million  in  annual  wages." 

And  there  in  a  nutshell  are  the 
issues— and  risks— in  the  fuss  over 
Canada's  economic  nationalism. 
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North  Electric, 
Fujitsu,  Rixon  Electronics 

and  GDI 
are  United. 

Read  all  about  it. 


Nov*  tour  companies  — North 
Electric.  Fujitsu.  Rixon  Electronics 
indGDl-    support  United 
Business  Communications.  Inc..  to 
provide  efficient  and  economical 
voice  and  data  communication 
s\  stems  from  one  single  source. 

Although  we  opened  our  doors 
for  business  in  January.  1970, 
United  Business  Communications 
was  reall>  begun  two  years 
earlier.   That's  when  we 
set  out  to  build  an  alert,  fast 
moving  total  communications 
organization.  A  company  designed 
to  meet  the  demands  of  business 
communications  in  the  seventies. 

\t  I  B<  .  our  total 
communications  concept  links 
together  communications 
equipment  manufacturers  that 
date  back  more  than  80  years. 

North  Electric,  one  of  the 
nation's  original  manufacturers  of 
telecommunications  equipment, 
pro\  ides  our  advanced  line  of  PBX 
s\  stems  and  station  apparatus. 
Expanding  this  PBX  line  is 
Fujitsu,  a  major  Japanese 
manufacturer  known  the  world  over 
for  its  communications  equipment. 
Rixon  Electronics  supplies  data 
transmission  expertise  and 
equipment  like  data  sets  and 
multiplexers. 


Rounding  out  the  UBC  product 
line  is  GDI.  Inc.,  a  manufacturer 
of  computer  and  terminal 
peripheral  equipment,  including 
card  punches,  card  readers  and 
card  transmitters. 

Within  the  framework  of  UBC, 
we  have  painstakingly  put 
together  an  organization  of 
people  with  remarkable 
backgrounds  in  communications. 
People  who  have  breathed  life 
into  our  total  communications 
concept. 

Today,  UBC  makes  it  possible 
for  the  business  community  to 
take  maximum  advantage  of  the 
most  sophisticated,  commercially 
available  voice  and  data 
communication  equipment;  to 
interconnect  with  the  nation's 
telephone  network;  and  obtain  the 
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utmost  efficiency  and  economy 
in  communications. 

Total  communications  from 
one  company,  UBC. 

Backed  by  one  of  the  most 
financially  sound  corporations  in 
America,  United  Utilities, 
Incorporated,  a  billion  dollar 
corporation  and  operator  of  the 
nation's  third  largest  telephone 
system. 

Providing  in-depth  systems  and 
applications  engineering  support. 

Expert  installation,  training 
and  service. 

With  sales  and  service  offices  in 
principal  U.  S.  cities,  Canada 
and  Europe. 

And  in  making  all  this 
available,  we  take  one  more 
important  step.  We  offer  you  the 
choice  of  purchase,  rental  or 
lease. 

So  now  you've  read  all  about  it. 

There's  a  lot  more  to  tell  so 
please  write  if  you'd  like  to  hear 
more.  We  might  be  able  to  solve 
a  voice  or  data  communications 
problem  for  you. 

But  at  the  very  least,  you'll 
know  that  North  Electric.  Fujitsu, 
Rixon  Electronics  and  GDI  are 
United -supporting  UBC-a  total 
communications  company. 

We  planned  it  that  way. 


Today's  fast  moving  communications  need  a  total  communications  company. 

United  Business  Communications,  Inc. 

A  subsidiary  of  United  Utilities,  Incorporated 

6405  Metcalf  Ave.  /  Shawnee  Mission,  Kansas  66202  /Telephone  (913)  362-5300 

S.I..  .nd  Serve,  oti.ee.  .n    Boston      Baltimore      Cmcago  -  Dallas  I   Houston  I  Kansas  CI,  r  Los  Angeles  I  M.am,  -   Ne„  Ma.en     Pittsburgh  /  Sari  Francisco     Wasn.nglon     Toronto  Canaoa     London   England    and  o.ne.  pr.ncpal  c,t,S 
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THE  SWISS  HAVE  INVENTED  A  SMART 

LITTLE  PRINTING-CALCULATOR  FOR  THE  MAN 

NOT  IMPRESSED  BY  FLASHING  LIGHTS 

AND  FANCY  PRICES. 


Suddenly,  a  lot  of  spectacular  things  have 
happened  to  calculators.  Light-up 
answers,  square  roots,  floating 
decimals... 

These  are  the  electronic  calculators. 
And  they're  wonderful.  But  your  average 
businessman  doesn't  need  to  square  root 
or  float  decimals  or  use  algebraic  logic 
too  often!  And  usually  he  would  prefer 
a  printed  answer  for  his  records  rather 
than  a  fast  flash  of  lights. 

Don't  pay  for  more  than  you  need. 
Instead,  take  a  look  at  the  new  Swiss 
calculator  specifically  designed  for  the 
average  business.  It's  NOT  electronic, 
because  the  electronic  extras  are  only 
wasted  in  most  businesses.  It's  a  regular 
calculator— but  totally  replanned.  It 
concentrates  on  doing  all  the  basic  things, 
but  in  a  far-above-basic  way. 

It's  four  machines  in  one  — plus  some. 
It's  an  efficient  adding  machine,  an  auto- 
matic multiplying  machine,  a  calculating 
machine,  and  a  machine  that  can 
accumulate  grand  totals!  It  can  also 
square  and  credit  balance;  and  has  auto- 
matic error  correction,  memory  storage 
and  constants. 

New  inner  works  make  it  smaller, 
Lighter!  In  fact,  at  20  lbs.  it's  the  lightest 
printing  calculator  in  its  class.  That's 
because  so  many  inside  parts  are  designed 
to  do  two  or  three  jobs.  For  example, 


HERMES 


whereas  most  calculators  have  a  multi- 
plication wheel  and  a  division  wheel,  the 
167  has  one  wheel  that  does  both  jobs. 
(Of  course,  the  electronic  calculators  are 
lighter,  though  not  always  smaller.  But 
that's  because  they  can't  print.  Most  with 
printer  attachments  come  clunkier!) 

Each  part  is  individually  checked  before 
it  goes  into  the  167.  None  of  the  hap- 
hazard spot-checking  the  others  get. 
Which  is  why  Hermes  has  the  confidence 
to  give  a  one-year  guarantee  on  all  parts, 
including  the  electrical.  And  on  labor  as 
well!  Which  other  calculator,  electronic 
or  otherwise,  dare  make  that  offer7 

The  fast  thinking  vs.  fast-acting  factor! 
No  doubt  about  it,  the  electronic 
machines  are  the  fastest  thinkers.  But 
before  they  can  think,  they  have  to  be 
informed.  This  can  take  the  operator 
quite  some  moments,  because  the  design 
of  the  electronic  keyboards  is  usually 
dictated  by  the  machine,  rather  than  the 
operator.  So  speed  becomes  relative. 
Now,  the  167  keyboard  was  designed 
solely  with  the  human  hand  in  mind. 
Every  key  lies  within  the  span  of  the 
average  hand,  so  only  the  fingers  need 
move.  The  hand  is  virtually  at  rest . 
This  means  less  fatigue  for  the 
operator.  Also,  because  of  *^<v 

the  logical  lay-out  of  the 
keys,  there  is  less 
chance  of  error  Nv 


And  the  167  is  mistake-proof!  For 
example,  if  the  operator  tries  to  multiply 
two  figures  whose  total  would  be  too  long 
to  print,  the  167  will  not  even  start  to 
work  rather  than  give  a  partial  answer. 
Find  another  machine  that  watchful!  Also 
the  167  needs  no  program  lever.  Pro- 
gramming is  automatic  and  eliminates 
the  chance  of  error  creeping  in.  And 
consider  division.  Other  machines 
give  the  answer  first  and  the  remainder 
last  —  which  often  confuses  hurried  oper- 
ators. The  167  always  gives  the  answer 
last  —where  you  would  expect  it  to  be. 
And  of  course,  though  a  lights-up  answer 
may  be  faster,  remember  the  operator 
may  copy  it  down  wrong!  Whereas  the 
1 67  writes  it  out  for  you . . .  and  gives  you 
detailed  workings  that  you  can  keep. 

For  the  name  of  your  nearest  Hermes 
dealer  check  the  Yellow  Pages  or  write  to 
the  address  below. 

If  you  only  want  a  calculator  once, 
buy  a  Hermes. 


Paillard  Incorporated 
1900  Lower  Road.  Linden,  N  I  07010 
Other  products  Bolex  movie  equipment, 
H,i-,sclhl,iJ  cameras  and  accessories 
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Trying  It  on  the  Cheap 

To  its  critics,  the  Government's  Railpax  scheme  looks  like 
a  classic  case  of  trying  to  treat  a  mountain  like  a  molehill. 


To  blild  the  world's  finest  passenger 
railroad,  the  Tokyo-Osaka  Express, 
Japan  spent  something  like  SI. 5  bil- 
lion. This  is  peanuts  compared  with 
what  the  U.S.  spends  on  highways 
every  year,  but  it's  a  fortune  compared 
with  the  pittance  that  Congress  seems 
willing  to  spend  to  save  U.S.  rail  pas- 
senger service. 

Last  month,  after  both  houses  of 
Congress  passed  it  and  the  President 
signed  the  bill,  the  U.S.  National 
Railroad  Passenger  Corp.  came  into 
being.  Its  purpose:  to  operate  all  U.S. 
passenger  trains— except  for  commut- 
er services.  Known  as  Railpax,  the 
new  corporation  is  scheduled  to  get— 
if  Congress  agrees  to  appropriate  the 
money— the  princely  sum  of  $40  mil- 
lion in  grants.  And,  provided  that  the 
money  can  be  raised,  Railpax  and  the 
railroads  that  agree  to  join  it  will  get 
federal  guarantees  lor  another  $300 
million  in  loans. 

The  $40  million  is  less  than  the 
I  v  spends  on  highways  every  day. 
It  is  also  a  drop  in  the  bucket  com- 
pared with  the  $200  million  which 
the  railroads  say  they  lose— in  cash, 
not  counting  bookkeeping  charges— 
iting  passenger  trains. 

The  Great  Put-On? 

How  can  such  a  drop  possibly  fill 
the  bucket?  Not  main  people  think 
it  tan.  As  now  constituted,  Railpax 
looks  mOre  like  a  legal  alibi  to  get 
both  Congress  and  the  ailing  railroad 
industry  off  the  hook. 

The  theory  of  Railpax  is  this:  All 
the  railroads  are  invited  to  sell  their 
passenger  equipment  to  Railpax;  ei- 
ther they  come  in  or  they  are  stuck 
with  existing  passenger  trains  until 
1975.  The  corporation  will  pay  them 
in  its  own  stock.  Railpax  will  then 
discontinue  something  like  80%  of  the 
remaining  370  passenger  trains  in  the 
country,  using  the  savings  from  the 
discontinued  trains  to  improve  service 
on  the  remaining  trains. 

In  theory,  therefore,  without  spend- 
ing any  real  money,  the  politicians 
will  have  answered  the  demand  for 
better  intercity  passenger  service;  and 
the  railroads  will  have  one  less  bur- 
den to  bear. 

Increasingly,  however,  people  who 
understand  the  situation  don't  think 
Railpax  will  work. 

Illinois  Central  Chairman  William 
B.  Johnson  asks:  "What  about  job. 
protection  agreements?  Joint  facility 
operations  like  the  St.  Louis  Terminal? 
What's    the    formula    for    payment? 
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None  of  this  is  spelled  out."  Southern 
Railway  President  Graham  Claytor 
asks:  "If  we  give  the  corporation  our 
equipment,  will  they  pay  a  fair  de- 
preciated value  for  good-condition 
stainless  steel  cars,  or  try  to  pay  us 
the  scrap  value?"  A  group  of  railroads 
asked  the  Department  of  Transporta- 
tion to  clarify  a  dozen  doubtful  legal 
points,  and  a  Washington  legislative 
counsel  predicts  court  challenges  in 
areas  touching  Interstate  Commerce 
Commission  jurisdiction.  The  man 
who  wrote  the  Railpax  Act,  Reginald 
Whitman,  Katy  president  and  former 
Federal  Railroad  Administrator,  calls 


it  "a  step  forward,  but  not  enough  to 
make  fundamental  improvements  in 
track,  roadbed  and  signaling."  A  law- 
yer who  had  a  hand  in  writing  the 
act  comments:  "A  lot  of  roads  are  used 
to  shunting  their  passenger  trains 
aside  in  order  to  let  a  fast  freight  go 
through.  They  don't  much  like  the 
idea  that  Railpax  won't  let  them  do 
that  anymore." 

What  it  all  seems  to  boil  down  to  is 
this:  Railpax  simply  shifts  the  burden 
from  one  hand  to  another  and  leaves 
untouched  the  basic  issue.  As  one 
public  official  puts  it:  "We  have  good 
highways  because  the  taxpayer  foots 
the  bill.  That's  the  only  way  we're 
ever  again  going  to  get  good  railroad 
service.  Anyone  who  says  you  can  get 
it  through  gimmicks  like  this,  with- 
out spending  tax  money,  just  doesn't 
understand  basic  economics."  ■ 


Cuf-Rafe  Streamlining.  There's  no  short-cut  to  fop-nofch  rail  service  that 
will  come  cheap.  When  the  Japanese  decided  Tokyo  and  Osaka  needed 
better  service,  they  built  a  new  railroad  from  scratch  (above).  It  cost 
plenty,  but  proved  hugely  popular,  cutting  heavily  into  competing  air- 
line revenues.  The  Japanese  insist  that  it  makes  money,  too.  U.S.  govern- 
ment officials  are  acting  as  though  a  similar  job  can  be  done  here  with 
just  a  fraction  of  the  money  outlay.  The  truth  is,  however,  that  aging 
rolling  stock  traveling  on  bumpy  roadbeds  is  not  going  to  lure  many 
passengers  back  to  the  railroads.  And  "cosmetics"  won't  help. 


As  Good  As  New? 


"THIS  COMPUTER  IS  AS  GOOD  AS  NEW.  IT  WAS  USED  BRIEF- 
LY BY  A  CAREFUL  LITTLE  COMPANY  THAT  NEEDS  MONEY 
FAST.  ITS  LOSS  IS  YOUR  GAIN.  HURRY!  THIS  ONE  WON'T  LAST." 


No  sucn  advertisement  has  yet  ap- 
peared and  probably  never  will.  The 
fact  remains,  however,  that  a  thriving 
market  for  used  computers  is  develop- 
ing, and  it  promises  stiff  competition 
in  some  areas  for  the  already  big  com- 
puter makers. 

This  is  disconcerting  for  Interna- 
tional Business  Machines  because  the 
company  has  done  its  best  to  prevent 
such  a  market  from  developing.  IBM 
scraps  its  computers— literally— rather 
than  see  them  go  on  the  market  as 
second-hand  equipment. 

Until  recently,  IBM  hasn't  had 
much  to  worry  about  on  this  score. 
IBM  and  its  competitors  push  rental 
over  sales.  Thus  not  enough  comput- 
ers had  been  sold  in  the  15-year  his- 
tory of  the  business  to  support  much  of 
a  resale  market.  True,  for  several 
years  there  has  been  a  little  second- 
hand trading  of  IBM's  1400  series, 
which  came  out  new  in  I960;  but 
these  were  technologically  so  inferior 
to  the  360  IBM  brought  out  in  1965 
that  few  users  found  them  attractive. 

But  in  the  last  five  years  enough  of 
the  popular  360s  and  similar  third- 
generation  computers  have  been  sold, 
and  enough  of  them  are  now  up  for 


resale,  that  there  is  quite  an  active 
second-hand  market.  A  used  360,  un- 
like a  used  1401,  is  a  very  attractive 
piece  of  equipment.  The  new  com- 
puter models  coming  out  in  1971 
don't  represent  nearly  the  technologi- 
cal jump  over  the  360s  as  those  ma- 
chines did  over  the  1400s. 

If  this  is  so,  why  are  people  sell- 
ing 360s?  For  various  reasons.  Some 
need  bigger  and  faster  third-genera- 
tion computers.  Some  may  be  angry 
at  Sperry  Band  and  switching  to  IBM 
or  vice  versa.  Some  are  just  plain  sell- 
ing. There  obviously  is  too  much  com- 
puter power,  for  example,  in  the  de- 
pressed aerospace  industry. 

The  market  is  eagerly  gobbling  up 
these  machines.  "A  360  bought  in 
1965,  if  maintained  properly,  is  as 
good  as  one  bought  new  in  1970," 
claims  George  Heilborn,  chairman  and 
president  of  Information  Processing 
Systems,  a  used-computer  broker  and 
consultant  in  Englewood  Cliffs,  N.J. 
He  argues  thus:  When  IBM  gets  a 
computer  back  from  one  of  its  rental 
customers,  it  reconditions  it  and  rents 
it  out  again  at  the  same  price  it 
charges  for  new  equipment.  Provid- 
ed, of  course,  that  it  doesn't  scrap  it. 


Dime  A  Dozen.  Some  brokers  of  used  computers  carry  inventory  (as 
above)  to  try  to  increase  their  business.  But  most  don't  and  none  have 
to.  "All  you  need  to  get  into  this  business,"  says  broker  George  Heil- 
born, "is  a  pocketful  of  dimes  and  a  phone  booth.  So,  unfortunately, 
as  in  any  secondary  market,  we  have  our  share  of  schlock  operators." 


As  a  rule  of  thumb,  the  used-mar- 
ket value  of  an  IBM  360  will  drop 
about  10%  a  year,  non-IBM  equip- 
ment somewhat  faster.  "Today,"  says' 
'  Heilborn,  "vou  can  buy  a  three-year- 
old  360/40'  for  72%  or  75%  of  IBM's 
list  price."  That's  a  saving  of  about 
$70,000  to  $80,000. 

The  used  market  has  gotten  a  boost 
quite  naturally  from  the  business  slow- 
down." Many  users  have  found  they 
could  cut  their  data  processing  budg- 
ets* #nd  still  get  the  equipment  they 
wanted  by  going  into  the  used  mar- 
ket. But  Heilborn  doubts  business  will 
slump  when  the  economy  perks  up: 
"The  market  should  grow  20%  to  30% 
a  year  for  a  few  years  just  because 
the  equipment  has  been  sold." 

Svend  E.  Hartmann,  executive  vice 
president  of  Time  Brokers  Inc.,  anoth- 
er used-computer  broker,  gives  other 
reasons  why  the  market  should  grow. 
"Buying  is  actually  more  flexible  than 
leasing,  which  has  a  term.  You  can  re- 
sell your  equipment  anytime,  and  you 
can  tell  fairly  accurately  what  your 
computer  will  be  worth  in  two  years." 

Hartmann  is  describing  the  way 
the  used-computer  market  feeds  it- 
self. Users  feel  safe  buying  a  360  be- 
cause they  know  its  resale  value  will 
be  about  80%  of  their  cost  in  two 
years,  60%  in  four  years.  The  more 
they  buy,  the  greater  the  potential 
pool  of  future  used  equipment  for  sale. 

The  pool  of  used  computers  could 
become  really  huge  several  years 
hence  if  the  leasing  companies,  which 
have  bought  something  like  $4  billion 
worth  of  IBM  360s,  begin  to  dump 
their  equipment  on  the  market.  The 
leasing  companies  can't  resell  now 
without  taking  big  book  losses.  They 
have  stretched  out  their  depreciation 
so  far  that  the  market  value  of  their 
computers  drops  faster  than  the  de- 
preciated book  value. 

Who's  Worried? 

IBM  says  it  is  not  bothered  by  this 
threat  to  its  future  business.  Says 
Francis  G.  (Buck)  Rodgers,  IBM  di- 
rector of  marketing:  "The  used  mar- 
ket is  no  problem  to  us  because  the 
whole  computer  market  is  growing. 
Those  people  who  buy  used  computers 
eventually  will  buy  new  ones;  they 
get  hooked." 

Rodgers  is  probably  right,  for  the 
used-computer  market  is  peanuts  to- 
day: Heilborn  estimates  that  only  $50 
million  worth  of  used  computer  equip- 
ment (at  second-hand  prices)  will  be 
sold  this  year.  But  the  computer  as  a 
big  business  is  little  over  a  decade 
old,  and  the  market  for  used  comput- 
ers is  brand-new.  In  future,  the 
chances  are  that  used  computers  will 
end  up  with  a  bigger  slice  of  the  total 
market  than  they  have  today.  ■ 
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Nomographics,  Quaternions  and  Notations 

That's  the  kind  of  specialty  that  has  made  the  Oxford  Uni- 
versity Press  one  of  the  world's  most  successful  publishers. 


I  do  not  love  thee.  Doctor  Fell. 
The  reason  why  I  cannot  tell; 
But  tliis  alone  I  know  full  well, 
1  do  not  love  thee.  Doctor  Fell. 

A  student  named  Tom  Brown  com- 
posed that  famous  bit  of  doggerel 
back  in  die  17th  century,  hut  it  could 
easily  have  been  a  writer.  For  Dr.  John 
Fell  was  not  only  Dean  of  Christ 
Church  and  later  Bishop  of  Oxford, 
he  was  also  a  publisher,  and  a  bril- 
liant one.  As  a  clergyman  of  the 
Church  of  England,  he  was.  perhaps, 
a  most  unlikely  publisher,  but  the  Ox- 
ford University  Press  has  always  had  a 
penchant  for  unlikely  publishers.  One 
<>t  Dr.  Fell's  successors  was  Sir  William 
Blackstone,  author  of  the  book  that 
generations  of  aspiring  American  law- 
yers read  to  qualify  for  the  bar.  The 
man  who  runs  the  Oxford  University 
Press  today,  Colin  Roberts,  is  a  papyr- 
ologist  who  discovered  the  earliest  dat- 
able Fragment  ot  the  New  Testament. 
Almost  ever\  thing  about  the  Oxford 
University  Press  is  unlikely.  The  board 
of  directors,  or  delegates,  as  they  call 
themselves,  are  all  Oxford  academi- 
cians; they  include  the  Regius  Profes- 
sor of  Divinity  and  the  Camden  Pro- 
fessor  ot  Ancient  History.  When  they 
gather  to  decide  whether  to  spend 
$  1  8  million,  say,  on  expanding  and 
modernizing  printing  facilities,  they 
wear  academic  robes.  Appropriately 
tor  a  publishing  house  that  can  trace 
its  origin  back  to  1478,  when  Theo- 
dore Rood  printed  the  first  book  at 
Oxford,  the  Commentary  on  the  Apos- 
tles' Creed  attributed  to  St.  Jerome, 
the   Oxford   University   Press   has   its 


headquarters  in  a  Georgian  mansion 
built  in  the  1770s  as  a  townhouse  for 
the  bishops  of  Ely. 

Covers  the  Earth 

Ely  House  is  not  an  ivory  tower. 
The  Oxford  University  Press  is  a  flour- 
ishing business— as  up-to-date  and  ef- 
ficient as  any  publishing  house  any- 
where—highly competitive  and  highly 
profitable.  One  of  the  most  influential 
publishing  houses  in  the  world,  it  has 
assets  of  more  than  $25  million  and 
sales  of  roughly  $40  million.  It  has  of- 
fices and  branches  in  five  continents 
and  2T  countries,  including  places  like 


Kuala  Lumpur,  Addis  Ababa,  Lusaka 
and  Dar  es  Salaam.  It  publishes  books 
not  only  in  English  but  in  such  lan- 
guages as  Assamese,  Kannada,  Mara- 
thi,  Tamil,  Pashto,  Xhosa,  Lozi,  Akan, 
Igbo  and  Yoruba. 

It  has  a  list  of  18,000  titles,  by  far 
the  largest  of  any  nongovernment 
publishing  house,  and  it  prints  at  least 
1,400  more  each  year.  In  addition,  it 
is  the  largest  music  publisher  in  the 
United  Kingdom. 

The  Oxford  University  Press  owns  a 
printing  works  with  550  different 
fonts  of  type  in  some  150  different 
characters,  including  hieroglyphics 
and  Minoan  characters,  Syriac,  Ethi- 
opic,  Amharie,  Sinhalese  and  Cyrillic. 
It  has  a  computerized  distribution  cen- 
ter at  Neasden  that  handles  16  mil- 
lion volumes  a  year;  the  warehouse 
can  hold  a  total  of  3  million.  It  makes 
its  own  paper  in  a  mill  built  in  1672 
but  which  uses  the  most  advanced 
techniques. 

Every  respectable  publisher  occa- 
sionally will  put  out  a  book  on  which 
he  knows  he  will  lose  money  but 
which  he  thinks  is  worthwhile.  The 
Oxford  University  Press  makes  a  prac- 
tice of  doing  so.  It  actually  has  a  spe- 
cial branch  for  this  purpose,  the  Clar- 
endon Press.  Among  the  18,000  titles 
are  such  awe-inspiring  ones  as  Homo- 
graphics,  Quaternions  and  Notations, 
The  Hi  Crisis,  Anglice  Reddendo,  and 
The  Ashmolean  Ostracon  of  Sinhue. 

The  financial  structure  of  the  Press 
is  a  thing  unto  itself.  Wholly  owned 
by  Oxford  University,  the  Press  ob- 
viously cannot  raise  equity  capital. 
And  it  has  a  horror  of  long-term  debt. 


Class  Promotion.  The  Queen  Mother  and  a  Westminster  Abbey  service  helped  kick  off  Oxford's  new  Bible. 
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Blindfold  your  secretary 

and  find  out  if  the  towels 

you're  using  are  as  soft 

as  Fort  Howard's. 


The  softer  the  towel,  the  better 
the  quality.  Today  all  quality  towels 
have  good  absorbency  and  wet 
strength.  The  difference  between 
good  quality  towels  and  top  quality 
towels  is  softness. 

Softness  is  a  personal  thing. 
There  are  laboratory  tests  to  tell 
you  which  is  the  softer  towel. 

But  laboratories  don't  use  tow- 
els, people  do.  And  they  use  softer 
towels  longer   So  they  use  less. 

And  when  it  comes  to  softness 
our  Palmer'  Handifold*  towel  is  the 
softest  C-fold  towel  you  can  buy. 

Test  it  yourself.  Blindfold  your 


secretary.  Then  give  her  a  Palmer" 
Handifold"  towel  and  one  of  the 
towels  you're  now  using.  Ask  her  to 
rub  them  between  her  fingers  and 
tell  you  which  one's  softer.  She'll 
probably  choose  the  Fort  Howard 
towel. 

Need  a  blindfold?  Write  us  on 
your  business  letterhead  and  we'll 
send  our  man  over  with  a  "Softness 
is  a  Personal  Thing"  test  kit. 

It  contains  a  blindfold  and  a 
sample  of  Palmer"  Handifold"  tow- 
els. Everything  you  need  to  make 
the  test. 

Except  the  secretary.      ^^^ 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  ■ 


Only   2.8%   of   the   total   capital   em- 
ployed is  long-term  debt. 

And  how  could  it  possibly  do  any- 
thing but  lose  money?  It  publishes 
4>ooks  it  knows  will  be  a  total  loss;  it 
ties  up  millions  of  dollars  in  buildings, 
inventory  and  projects  that  won't  bring 
in  a  dime  for  years.  Yet,  for  all  that, ' 
the  Press  earned  a  very  comfortable 
$3  million  or  so  last  year. 

Actually,  by  the  standards  of  the 
publishing  business,  the  Press  is  a  very 
profitable  enterprise.  In  a  report  issued 
last  May,  a  special  committee  headed 
by  Professor  Sir  Humphrey  Waldock, 
Chichele  Professor  of  Public  Interna- 
tional Law,  compared  its  performance 
with  that  of  seven  leading  commercial 
publishers.  Since  the  Press  must  keep 
a  huge  inventory  of  scholarly  works 
that  move  very  slowly  (although  they 
often  keep  selling  for  years),  it  did  not 
do  nearly  so  well  in  return  on  capital 
employed-10.5%  in  1967-68  vs.  17.7% 
for  its  commercial  competition.  On  the 
other  hand,  because  it  has  one  of  the 
most  distinguished  back  lists  in  the 
world,  it  did  significantly  better  than 
its  commercial  competitors  in  return 
on  sales,  9.3%  us.  8.2%. 

Domination  Free 

If  the  Oxford  University  Press  loses 
money  on  many  of  its  books,  others 
are  inexhaustible  gold  mines.  The  Ox- 
ford English  Dictionary  has  been  yield- 
ing a  steady  profit  lor  decades.  So  has 
the  Dictionary  of  National  Biography. 
The  New  DNH  will  tie  up  $2.5  million 
in  prepublication  costs;  once  it  comes 
out,  it  too  should  be  a  steady  money- 
maker. And  there  are  those  lucrative 
twins,  Tlic  Oxford  Companion  to  Eng- 
lish Literature  and  The  Oxford  Com- 
panion to  American  Literature. 

The  Press,  moreover,  lias  a  thriving 
textbook  business. 

Looking  at  the  matter  in  cold  blood, 
the  money  the  Press  loses  on  scholarly 
works  could  be  considered  the  major 
reason  For  its  profitability,  As  the  com- 
mittee that  investigated  the  Tress 
noted.  "The  Press's  high  reputation  in 
publishing  circles  and  throughout  the 
learned  world  depends  not  only  on  its 
own  exceptional  performance  but  also 
on  the  knowledge  that  ...  it  is  free 
from  domination  b\  commercial  con- 
siderations. The  loss  of  that  reputation 
might  indeed  be  a  serious  matter.  .  .  ." 

Actually  it  was  Dr.  Fell  who 
launched  the  Press  on  its  present 
course  when  he  took  it  over  in  1  «7 1 
with  three  associates.  It  was  he,  lor 
example,  who  began  the  great  history 
of  Oxford  Bibles  and  Prayer  books. 
which  still  sell  in  the  hundreds  of' 
thousands  of  copies  every  year.  Tom 
brown  may  not  have  loved  him,  but 
the  Oxford  University  Press  has  rea- 
son to  cherish  his  memory.  ■ 

FORBES,    DECEMBER    1,    1970 


km 


THE  RADIAL  REVOLUTION.  We  have 
to  own  up.  We  started  it. 

Way  back  in  1948. 

Do  you  recall?  It  was  the  year  we 
introduced  the  Michelin-X  Radial  Tire. 

What  have  we  been  doing  since  that 
revolution  in  1948? 

Testing  and  perfecting,  of  course. 
You  can't  start  something  revolution- 
ary like  this  unless  you're  prepared  to 
make  it  work  better  and  better. 

Now  the  Michelin-X  tire  stands  out 
as  the  pace-setter,  the  steel  radial 
tire  the  others  have  to  measure  them- 
selves against. 


What  does  this  mean  to  you  in  plain 
simple  facts? 

The  Michelin-X  Steel  Radial  tire  is 
first  of  all  built  for  today's  hi-speed 
turnpike  driving.  Its  revolutionary  radial 
construction  combined  with  the  unique 
steel  safety  belt  beneath  the  tread  vir- 
tually eliminates  dangerous  heat  blow- 
outs and  punctures. 

Michelins  grip  the  road  better  no 
matter  what  the  speed  or  condition  of 
the  surface. 

We  guarantee  in  writing  at  least 
40,000  miles  on  our  Michelin-X  treads. 
Four  to  one  as  compared  to  most 


"ordinaries"  is  not  unusual. 

We're  proud  we  can  make  such  a 
guarantee.  We're  proud  of  our  world 
leadership  in  new  tire  improvements. 

And  we're  even  happy  to  say  it . . . 

We're  proud  we  start  revolutions. 

WRITE   OR   CALL   COLLECT   FOR 
COMPLETE  DETAILS 
ON    OUR    REVOLU- 
TIONARY MICHELIN-X 
RADIAL  TIRES. 

Now  original  equip- 
ment on  the  Lincoln 
Continental  Mark  III. 


WORLD  LEADERSHIP 
IN  TIRE  INNOVATION 


'Mlfhelln  guarantee  rovers  Mono  mile  tread  life,  defect*  In  workmanship  and  materials  and  normal  road  ha/anls   (excluding  repairable,  punctures).  Is  limited  to  free  repair,  or  eredlt  or  refund  equal  to  original  purcbai 
price  multiplied  by  percentage  of  guaranteed  mileage   not   run   (at  Mithclin's  option),   and  is  conditioned   upon  use  with  "Airstop"  tubes  ("here  applicable)   and  non-coimucrclal  use  on  passenger  car  or  station  isagun  ' 


2500   MARCUS  AVE.,  LAKE  SUCCESS,  NEW  YORK  11040  •  516-488-3500 
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Between  you  and  an  IBM 
is  an  RCA  computer 


The  reason  most  people  have  to  move  to  a  bigger 
computer  is  that  their  workload  outgrows  their 
computers  memory. 

To  get  more  memory  from  IBM,  you  have  to  go 
all  the  way  to  a  processor  that's  much  bigger,  more 
powerful,  and  more  expensive  than  you  may  need. 

RCA's  new  family  of  computers  is  designed 
with  a  proper  balance  between  memories  and 
processors. 

RCA  2.  RCA  3.  RCA  6.  RCA  7. 

So,  when  you  outgrow  your  360/30,  40  or  50, 
you  can  make  a  smooth,  logical  step  to  the  RCA 
system  in  the  size  you  need. 

Instead  of  being  forced  to  jump  to  an  IBM 
computer  that's  too  big. 

Why  pay  for  power  you  don't  need? 

Here's  an  example.  Say  you  have  a  360/30  with 
the  maximum  memory  size  (65K.)  and  you've 
outgrown  it. 

IBM  would  like  to  move  you  up  to  the  370/145. 
With  a  memory  not  even  double  yours  ( 1 14K).  But 
»rocessor  is  eight  times  as  powerful  as  yours. 
u  need  eight  times  the  power? 
I<  >n't  believe  you  do.  Between  the  360/30 
and  the  370  !45  is  an  RCA  computer  that  just  fits. 

1  he  1  vC  \  2.  It  doubles  your  present  memory 
and  more  than  triples  vour  present  power     the 
right  amount  of  both.  And  it's  $41,000  a  year  less 
than  the  370  145. 

You  do  h  ive  one  other  choice,  of  course— 
the  360  40. 

But  it's  not  a  new  computer,  and  it's  a  big  jump 


up  in  price.  The  RCA  2  has  half  again  the  power  c 
a  360/40  and  costs  $1 5,000  a  year  less. 

Bigger  real  memory.  Unlimited  virtual 
memory.  More  memory  for  less  money. 

Balancing  memories  with  processors  sensibly 
isn't  the  only  way  we  work  things  to  fit  you. 

Virtual  memory  is  even  more  dramatic. 

Virtual  memory  makes  a  computer  work  as 
though  its  main  memory  were  unlimited  in  size. 

Which  means  it's  hard  to  outgrow 

And  talk  about  a  computer  that  just  fits. 

An  RCA  computer  with  virtual  memory  can 
do  the  work  of  a  larger  IBM  computer  with 
real  memory. 


r  i 


: 


mputer  that's  too  big, 
lat  just  fits. 


I  ne  only  new  computers  that  have  virtual 
lory  are  RCA  3  and  RCA  7. 

)  Mode  of  Operation  and  Guaranteed 

iversion  cut  risk. 

e  don't  want  you  all  excited  by  our  new 

puters.  but  scared  of  switching. 

)  each  of  our  new  computers  can  include  360 

le  of  Operation.  It  runs  most  DOS  programs, 

otect  your  software  investment. 

nd,  for  360  30. 40  and  50  DOS  users  who 

ifv,  we'll  switch  vou  over.  And  guarantee 

Its. 

e' 11  convert  your  present  applications  for  an 

ed  fee.  by  an  agreed  date. 


The  guarantee  provides  for  penalty  payments 
by  RCA  if  we  don't  perform,  and  other  appropriate 
provisions  to  protect  both  parties. 

Only  RCA  offers  you  Guaranteed  Conversion. 

RCA  is  also  the  only  major  computer  maker  to 
let  you  choose  how  you  pay  for  systems  support  — 
either  bundled  or  unbundled. 

IBM  can  only  offer  you  computers  unbundled, 
and  it's  costing  a  lot  of  companies  a  lot  more 
money  than  they  expected. 

Also  exclusive  is  our  new  Flexible  Accrued 
Equity  Plan.  You  pay  up  to  15%  less  than 
standard  equipment  rentals,  and  own  the 
computer  after  72  months. 

Three  unique  policies  that  make  it  easy  for  you 
to  get  what  you  want. 

Three  weeks  after  announcing 
our  new  computers,  we'd  sold 
2V2  times  our  1970  forecast. 

And  75°o  of  our  new  customers  are  IBM  users. 
Maybe  it's  because  our  new  computers  are 
the  only  ones  with  what  IBM  users  asked  for. 

The  right  size.  The  right  price.  The  right 
service.  Making  them  not  just  a  step  up,  but  the 
right  step  up. 

We're  out  to  win  you  over.  And  we  only  win 
when  you  win. 
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No  Glamour,  Just  Growth 

The  growth  isn't  necessarily  where  the  glamour  is. 
It's  often  in  homely  things.  Light  bulbs,  for  instance. 


In  the  last  five  years  General 
Electric  has  lost  close  to  half  a  bil- 
lion dollars  in  atomic  power,  com- 
puters and  jet  engines.  Last  winter's 
long  strike  cost  the  company  another 
$100  million-plus  in  decreased  prof- 
its. Despite  these  body  blows,  GE 
will  earn  upwards  of  $270  million  this 
year,  or  more  than  10%  on  its  stock- 
holders' equity. 

How  has  it  managed  to  do  so  well 
in  the  face  of  all  these  problems?  By 
continuing  to  be  the  leader  in  two  of 
the  best  industries  around:  house- 
hold appliances  and  heavy  electrical 
equipment.  And  not  the  least  of  GE's 
strengths  is  in  a  prosaic  but  extremely 
dependable  business,  electric  light 
bulbs  and  lamps. 

Light  products  account  for  an  esti- 
mated $400  million  of  GE's  $8  billion 
in  total  sales,  or  only  about  5%.  But 
they  contribute  an  estimated  $50  mil- 
lion or  so  in  profits,  or  almost  one- 


fifth  of  GE's  after-tax  earnings.  With- 
out light  bulbs  GE  probably  would 
have  lost  money  during  the  Depres- 
sion of  the  1930s;  today  bulbs  are  still 
a  solid  if  unglamorous  backbone  of 
its  income  statement. 

The  fact  is,  the  whole  lighting 
business— lamps  and  bulbs,  fixtures 
and  other  gear— is  one  of  the  great 
unsung  glamour  industries.  Just  look 
at  the  numbers.  The  industry's  sales 
now  add  up  to  over  $2  billion  a  year. 
These  sales  yield  upwards  of  $175 
million  in  after-tax  profits.  Best  of  all, 
they  keep  on  growing  at  a  fairly  rapid 
pace.  Over  the  past  decade  they've 
gone  up  by  nearly  6.8%  a  year,  or 
half  again  faster  than  the  growth  of 
the  U.S.  economy.  By  1980  sales  are 
expected  to  more  than  double  to  $5 
billion,  according  to  a  recent  Stan- 
ford Research  Institute  study. 

The  main  reason  all  this  has  gone 
unsung  is  that  there  is  no  major  light- 
ing company  as  such.  For  example, 
the  lamp  business,  $800  million  last 
year,  which  also  includes  specialty 
lamps  like  auto  lamps  and  flash  lamps, 
is  dominated  by  three  very  large  and 
diversified  companies:  GE,  Westing- 
house  and  Sylvania,  a  subsidiary  of 
General  Telephone  &  Electronics.  The 
three  do  85%  to  90%  of  the  business 
in  the  U.S.  For  them  lighting  is  only 
one  of  many  businesses;  the  sales 
and  profit  figures  are  buried  deep 
within  their  financial  statements.  The 
fixtures  business,  on  the  other  hand, 
is  highly  fragmented.  There  are  lit- 
erally thousands  of  companies  in  the 
marketplace,  the  majority  of  them 
quite  small  and  closely  held. 

However,  lighting  has  not  gone  un- 
noticed by  the  conglomerates  and 
other  diversification-minded  compa- 
nies. Walter  Kidde,  International  Tele- 
phone &  Telegraph,  Keene  Corp., 
Emerson  Electric  and  U.S.  Industries 
have  all  jumped  in,  especially  on  the 
fixtures  side,  where  acquisitions  are 
much  easier  to  pick  up. 

But  the  fixtures  business,  while 
large  ($1.4  billion)  and  rapidly  grow- 
ing (nearly  8%  annually),  has  no- 
where near  the  profitability  that  marks 
the  lamp  and  bulb  business.  Last 
year  Sylvania  actually  lost  $5  million 
before  taxes  in  fixtures  and  tried,  un- 
successfully, to  sell  oft  that  part  of  its 
lighting  business  to  Keene  Corp.  last 
spring.  Apparently  the  Justice  De- 
partment looked  upon  it  unfavorably. 
Furthermore,  unlike  the  lamp  business, 
which  is  close  to  90S5  replacement  each 


year,  the  fixtures  business  is  heavily 
dependent  upon  housing  and  con- 
struction starts,  which  are  affected  by 
tight  money  and  business  conditions. 
Nineteen-seventy  has  not  been  a  good 
year  for  many  fixture  makers  and 
there  has  been  a  shakeout.  The  com- 
panies that  earn  healthy  profits  in  this 
heavily  populated,  more  competitive 
fixture  side  of  the  industry  are  those 
that  can  claim  a  special  niche— Emer- 
son Electric  and  Westinghouse  in  ad- 
vanced, more  complex  lighting  sys- 
tems; Lightolier  and  Thomas  Indus- 
tries in  higher  margined  residential 
fixtures,  where  there  is  also  a  sizable 
replacement  market. 

Profit  in  Lamps 

The  lamp  business  is  very  different. 
General  Electric  is  by  far  the  largest 
in  lamps  and  bulbs,  with  around 
half  the  market.  Westinghouse  has  a 
little  over  20%  and  Sylvania  has  a  lit- 
tle less  than  20%.  The  remaining  10% 
or  so  is  scattered  among  a  dozen  spe- 
cialty producers,  of  which  the  largest 
is  Duro-Test  Corp.,  a  publicly  owned 
independent  with  annual  lamp  sales 
of  $33  million. 

Because  of  its  large  volume  spread 
across  all  the  major  market  segments 
—residential,  commercial  and  indus- 
trial—GE  is  the  most  efficient  pro- 
ducer and  nets  the  fattest  profits.  It 
is  estimated  to  earn  30  cents  before 
taxes  on  each  dollar  of  sales  on  its 
lamp  operations.  Its  greatest  strength 
is  in  incandescent  bulbs,  where  it  has 
over  60%  of  the  $280-million  annual 
sales  volume.  Margins  on  the  high- 
volume  60  to  100  watt  bulbs  are  con- 
siderably above  GE's  overall  average 
margins.Westinghouse,  which  has  a 
somewhat  similar  product  mix  but  a 
smaller  volume  over  which  to  spread 
its  production  and  sales  costs,  prob- 
ably nets  around  20  cents  before  taxes 
per  dollar  of  sales.  Sylvania  earns  in 
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"The  Board  wants  me  to  fill  our  sinking 
fund  requirement  right  away. 
"Now  if  I  can  only  get  the  bonds." 


With  bond  prices  jumping  around 
the  way  they  are,  even  a  week's  delay 
can  cost  you  plenty. 

So  when  you  decide  to  fill  a  require- 
ment, you  want  the  bonds  fast.  And 
without  disturbing  the  market. 

Here's  how  we  can  try  to  help. 

'  With  a  network  of  209  offices,  Merrill^ 
Lynch  can  stay  close  to  the  people 
and  institutions  who  hold  your 
bonds. 


Our  Sinking  Fund  Unit  is  like  the  top 
of  an  iceberg.  It  looks  small,  but  it's  well 
supported. 

By  a  Corporate  Bond  Department 
with  a  trading  staff  of  35  people. 

'  And  by  our  3,800  retail  and  institu- 
tional Account  Executives.  In  172  cities 
throughout  the  world. 


With  all  that  coverage,  we  can  often 
find  the  bonds  you  want  in  a  hurry.  And 
without  making  unnecessary  waves.  We 
handle  such  a  large  volume  of  debt  secu- 
rities that  our  individual  transactions 
usually  don't  attract  much  attention. 

Another  thing  that  helps  us  help 
you  is  acting  as  a  major  market  maker 
for  a  lot  of  bonds.  It  means  that  we're 
likely  to  have  a  good  idea  of  who  might 
be  interested  in  selling  them. 

But  suppose  you  want  some  help  in 
deciding  how  to  time  purchases  for  your 
next  requirement.  Or  you  wonder  if  you 
should  buy  more  than  your  requirement 
right  now. 

Ask  the  people  in  our  Sinking  Fund 
Unit.  They're  in  a  good  spot  to  feel  the 
pulse  of  the  debt  markets.  We  handle 
over  $100  billion  a  year  in  fixed  income 
securities.  And  we're  a  leading  under- 
writer of  straight  debt  instruments. 

All  that  involvement  doesn't  auto- 
matically give  our  sinking  fund  people 
a  good  feel  of  the  market.  But  it  doesn't 
hurt,  either. 


Merrill  Lynch  can  also  help  you 
issue  bonds.  In  the  first  half  of  1970, 
we  managed  50  straight  debt  corpo- 
rate offerings.  And  sold  149'  <  of  our 
underwriting  commitment. 

Numbers  are  usually  dull.  But  if 
you're  planning  to  raise  money,  you 
might  find  these  numbers  fascinating. 

In  the  first  half  of  1970,  we  managed 
or  co-managed  50  straight  debt  offerings 
totaling  $2.7billion.We  sold  $470  million 


of  that  total  ourselves-49  percent  more 
than  we  committed  for.  In  36,600  sepa- 
rate transactions. 

You  know  why.  Distribution.We  keep 
in  touch  with  every  major  institution, 
hundreds  of  smaller  ones,  and  thousands 
of  individual  investors  all  over  the 
country  and  abroad. 

That  often  enables  us  to  distribute 

an  issue  even  when  money  is  tight.  And 

it's  one  of  the  reasons  we've  managed 

or  co-managed  so  many  debt  offerings 

(62  in  1969,  85  in  the  first  nine  months 

of  1970). 
. 

I  We  can  help  you  in  many  other  areas 
I  of  money  management. 


Cash  management,  for  example.  We 
can  help  you  try  to  improve  the  perfor- 
mance of  your  cash  portfolio.  We  make  a 
market  in  all  types  of  money  market 
securities.  And  handle  a  wide  choice  of 
maturity  dates  for  each  instrument. 

We  can  also  help  you  try  to  improve 
the  performance  of  your  pension  fund. 

Or  design  a  commodity  futures  pro- 
gram to  help  control  your  raw  material 
and  inventory  costs. 

Or  arrange  a  sale-and-leaseback  to 
increase  your  cash  resources. 

To  talk  about  your  sinking  fund-or 
most  any  area  of  money  management- 
get  in  touch  with  Rudolph  Chval,  Senior 
Vice  President  and  Director  of  our 
Municipal  and  Corporate  Bond  Division. 
Phone  (212)  WH  4-1212.  Or  write  to  him 
at  Merrill  Lynch,  Pierce,  Fenner  &  Smith, 
Inc.,  70  Pine  Street,  New  York,  NY.  10005. 


Merrill  Lynch  Services  for  Management 
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the  area  of  15%  pretax  because  of  its 
greater  exposure  in  lower  margined 
fluorescent  bulbs.  However,  it  gets  far 
higher  profits  from  flashcube  bulbs. 

Another  big  beneficiary  from  this 
market  is  the  Corning  Glass  Works. 
Its  patented  machines  turn  out  most 
of  the  blanks— that  is,  the  glass  forms 
-used  in  the  U.S.  So  efficient  is  Corn- 
ing and  SO  huge  its  production  that, 
A  for  GE  and  to  a  much  smaller 
i  Wostinghouse,  bulb  makers 
find  it  cheaper  to  buy  from  Corning 
than  to  produce  blanks  themselves. 

With  this  kind  of  profitability,  ii 
ini^bt  seem  strange  that  there  isn't 
more  competition.  Bui  that's  what 
makes  the  business  so  profitable.  It 
takes  really  big  volume  to  make  use 
ol  all  the  potentials  for  automation 
in  this  business  and  it  requires  tech- 
nical knowledge  of  highly  specialized 
machinery  which  just  isn't  available. 
The  Big  Three  are  not  only  highly 
automated,  they  are  highly  integrated. 
A  new  comer  with  small  volume  and 
only  partial  integration  would  labor 
under  tremendous  cost  disadvantages. 

For  Big  Spenders 

Capital  costs  are  high.  Lamp  pro- 
ducers spent  about  $30  million  last 
year  on  new  equipment  and  plant.  But 
the  biggest  investment  is  in  the  inven- 
tory of  bulbs  themselves.  Because 
most  bulbs  arc  shipped  on  consign- 
ment, hundreds  of  millions  in  working 
capital  is  tied  up  in  inventory. 

The  fact  is  that  no  one  has  broken 
into  the  market  on  any  scale  since  the 
late  Thirties.  The  successful  newcom- 
er was  Sylvania.  As  a  tiny  company 
in  1939  Sylvania  came  up  with  its 
own  version  of  fluorescent  lighting 
which  enabled  it  to  get  out  from  under 
GE's  incandescent  licensing  domina- 
tion and  eventually  capture  a  sizable 
25%  share  of  the' $16()-million  fluo- 
rescent market.  Sylvania  also  took  over 
a  small  floodlight  company  during  the 
1910s  that  gave  it  a  toehold  in  the 
camera  lighting  business.  By  coming 
up  with  u"w  developments  in  flash- 
cube  and  floodlight  technology  Syl- 
vania has  gained  about  half  of  an- 
othei  $169-million  market.  But,  as  one 
industry  analyst  says,  "If  Sylvania  had 
tried  to  enter  just  a  few  years  ago  it 
couldn't  have  made  it." 

On  my    that    did    try   more 

recently  was  giant  ITT.  In  1966  it 
of  th"  few  remaining 
light  bulb  independents,  Champion 
Electric,  and  subsequently  a  number 
ol  lighting  fixture  firms.  So  far  the 
venture  has  reaped  lilt!"  in  the  way 
ol  profits.  Even  specialty  bulb  maker 
Duro-Test,  faced  with  increasing  com- 
petition and  rising  costs,  has  had 
trouble  matching  sal  s  increases  with 
profit  gains  dining  the  last  lew  years. 
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Some  parts  of  this  business  have 
real  growth  potential.  Lamp  sales 
have  grown  fastest  in  the  nonresiden- 
tial and  specialty  markets.  Auto  lamps 
grew  rapidly  and  so  have  flashcubes 
and  camera  lamps.  Specialty  sales  are 
now  a  combined  $300  million.  Out- 
door markets  have  been  spurred  by 
the  need  for  more  street  lighting  to 
combat  crime  and  by  the  construction 
of  many  new  outdoor  sports  arenas 
around  the  U.S.  There  is  greater 
price  competition  in  nonresidential 
markets,  however.  The  customers  tend 
to  be  larger  and  more  sophisticated, 
and  a  few  foreign  competitors  have 
been  more  in  evidence  in  the  outdoor 
lamp  market.  As  a  result,  profit  mar- 
gins are  narrower. 

By  far  the  most  profitable  and 
steadiest  lamp  market,  then,  is  the 
residential  side.  It  now  totals  about 
840  million  bulbs  annually  and  prom- 
ises to  grow  to  about  1.1  billion  bulbs 
by  1980.  "Home  lighting  in  the  1970s 
will  involve  the  use  of  bulbs  of  new 
shapes  and  sizes  for  decorative  and 
general  lighting  applications,"  predicts 
Robert  V.  Corning,  vice  president 
over  GE's  lamp  division.  "For  example, 
low-voltage  spot  and  flood  lamps  will 
be  used  to  highlight  pictures,  ail  ob- 
jects and  plants."  Naturally  he  expects 
even  higher  profit  margins  to  come 
along  with  the  higher  prices  for  these 
kinds  of  lamps. 

But  the  industry's  bread  and  butter 
will  continue   to  be  the  standard  40 


through  100  watt  bulbs,  which  ac- 
count for  around  75%  of  all  incan- 
descents  sold.  Supermarkets  and  other 
distributors  love  to  sell  these  bulbs 
because  the  turnover  is  good  and  the 
gross  margins  run  to  more  than  50%. 
The  margins  are  quite  good  for  the 
manufacturers,  too.  For  many  years 
during  the  Sixties  the  price  was  24 
cents  a  bulb.  In  1969  the  manufac- 
turers ^inched  it  up  to  25  cents  and 
early  this  year  to  27  cents.  This  month 
it  will  jump  again,  to  30  cents.  Assum- 
ing that  wage  increases  and  higher 
production  costs  ate  up  around  15% 
of  the  last  increase,  that  will  add 
about  $10  million  in  revenues  for  the 
Big  Three,  half  of  which  will  flow 
down  to  profits.  "The  most  important 
factor  in  selling  bulbs  is  availability," 
says  Westinghouse's  Thomas  W.  Lan- 
drum,  vice  president  for  lamp  opera- 
tions. "If  household  bulbs  are  heav- 
ily and  visibly  displayed  in  the  store, 
they  will  be  bought.  Price  is  not  an 
important  factor." 

Unlike  many  another  industry,  the 
household  bulb  business  is  not  very 
often  disrupted  by  design  or  technol- 
ogy changes  that  could  cause  market 
shares  to  shift.  The  manufacturers 
plow  most  of  their  research  and  de- 
velopment money  into  commercial  and 
outdoor  lamps.  Thus  GE  announced 
last  month  a  50%  increase  in  the  rated 
life  of  its  400-watt  Lucalox  lamps 
from  10,000  to  15,000  hours.  But 
household  bulbs  last  nowhere  near 
that  long.  Today  close  to  two-thirds  of 
household  bulbs  are  rated  for  only 
750  hours,  exactly  the  same  as  in  1933 
when  it  was  reduced  from  1,000  hours. 

Added  Disclosure 

To  be  sure,  there  have  been  1,200- 
and  1,500-hour  bulbs  on  the  market 
for  several  years,  but  the  manufac- 
turers haven't  pushed  them  very  hard. 
Westinghouse  and  Sylvania  have  made 
some  modest  attempts  to  market  them 
in  recent  years.  Leader  GE,  on  the 
other  hand,  dropped  them  in  1969, 
claiming  there  was  little  interest.  They 
maintain  that  longer  lib-  bulbs  nec- 
essarily emit  slightly  less  light.  The 
Federal  Trade  Commission,  however, 
is  applying  pressure  on  the  manufac- 
turers to  market  the  longer  life  bulbs 
and  print  clearly  on  the  package  the 
light  output  rating,  or  lumens.  That 
way  shoppers  can  make  up  their  minds 
how  much  light  output  they  are  will- 
ing to  sacrifice  for  a  somewhat  higher 
priced  but  longer  life  bulb. 

Conceivably  this  could  provide  at 
least  a  small  opening  for  companies 
with  smaller  market  shares,  like  West- 
inghouse and  Duro-Test.  This  in  turn 
could  dim  the  profit  glow  of  General 
Electrics  lamp  division.  But  don't  bet 
on  it  happening.    ■ 
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The  Money  Men 


"The  Money  Is  There" 

As  the  result  of  our  running  a  se- 
ries of  articles  during  the  past  year 
or  so  about  venture  capital,  Forbes 
editors  have  received  dozens  of  let- 
ters and  telephone  calls  from 
would-be  entrepreneurs.  "I  \e  got 
this  little  company  and  we  make  a 
terrific  product,''  they  invariably 
begin.  They  go  on  to  say  that  un- 
fortunately, the  bankers  and  bro- 
kers have  proved  "short-sighted," 
and  initial  attempts  to  line  up  ven- 
ture capital  backers  have  been  in 
vain.  So  where,  they  seem  to  be 
asking,  is  all  that  venture  money 
that  FORBl  S     I   nm  is  around? 

How  about  1 1 1 i s  r*  we  recently 
asked  Benno  C.  Schmidt.  Is  the 
money  there  or  isn't  it?  Tall,  easy- 
going Schmidt,  57,  ought  to  know. 
He  is  the  managing  partner  of  New 
York-based  J.H.  Whitney  &  Co., 
one  of  the  lamest,  oldest  and  most 
Successful  venture  capital  compa- 
nies in  the  U.S.  It  was  set  up  in 
1946  with  $10  million  of  initial  cap- 
ital by  John  Hay  (Jock)  Whitney, 
the  66-year-old  horse  breeder,  for- 
mer Ambassador  to  Britain  and 
onetime  publisher  ot  the  late,  de- 
parted New  York  Herald  Tribune, 
who  today  may  be  worth  $400  mil- 
lion or  more.  The  Whitney  firm  got 
in  earlv  on  such  deals  as  Memorex, 
General  Signal,  Minute  Maid, 
Corinthian  Broadcasting,  Spencer 
(  hcmical.  Transcontinental  Cas 
Pipeline  and  Clobal  Marine. 

According  to  Benno  Schmidt, 
there  is  no  shortage  of  venture  cap- 
ital. There's  a  shortage  of  genuine 
entrepreneurs.  "It  is  almost  easier 
to  raise  venture  capital  these  days 
than  to  raise  money  lor  anything 
else,"  he  say  s.  What  is  scarce  is  the 
supply  of  promising  entrepreneurs 
with  promising  ideas  for  building 
companies. 

"The  rub  in  this  business  is  that 
there  just  aren't  very  many  men 
around  like  Kenny  Spencer  [of 
Spencer  Chemical,  now  part  of 
Gulf  Oil]  and  Larry  Spitters  [of 
Memorex].  So  venture  firms  must 
attempt  to  succeed  by  backing  men 
who  are  something  less  than  en- 
trepreneurial geniuses." 

In  short,  if  the  money  men  turn 
you  down,  it's  probably  because 
you  and  your  idea  are  lousy.  But 
how  do  smart  money  men  decide 
whether  you  are  really  a  promising 
entrepreneur  or  not? 


"It's  all  the  attributes  that  sep- 
arate any  outstanding  man  from 
the  average  man,"  says  Schmidt. 
"Keen  intellect,  stamina,  the  ability 
to  attract  and  move  people,  sort 
out  ideas  and  avoid  wasting  time 
on  ancillary  or  auxiliary  matters." 

A  man's  idea  counts,  too,  of 
course,  says  Benno  Schmidt.  "But 
ideas  are  a  dime  a  dozen.  What 
impressed  me  about  men  like  Spit- 
ters and  Spencer  was  that  I  could 
see  they  had  the  staying  power  to 
sec  their  ideas  through." 

In  the  end,  Schmidt  concedes, 
the  venture  capitalist  must  make  up 
his  mind  largely  through  a  process 
ol  intuitive  reasoning,  based  on  his 
experience  in  backing  other  compa- 
nies. That  means  he  is  sometimes 
going  to  make  mistakes,  turning 
down  good  men  and  backing  poor 
ones.  Schmidt  himself  freely  ad- 
mits that  the  process  isn't  infallible 
even  for  old  hands  like  himself. 

"At  least  half  of  the  things  we've 
done  have  not  been,  in  hindsight, 
what  I  would  call  good  invest- 
ments," concedes  Schmidt.  "That 
doesn't  mean  that  we  lost  every- 
thing, but  it  does  mean  that  we  had 
to  settle  for  a  loss  or,  at  best,  very 
little  gain. 

"You  are  all  right  as  long  as  your 
successes  do  much  better  than  your 
failures  do  badly,"  Schmidt  says, 
.tnd  he  turns  to  baseball  for  an 
analogy.  Babe  Ruth,  Mickey  Man- 
tle and  other  home-run  hitters  had 
a  tendency  to  strike  out  frequent- 
ly, but  their  heavy  slugging  more 
than  ollset  that.  "In  our  business, 
too,"  says  Schmidt,  "the  home  runs 
are  usually  so  much  more  produc- 
tive that  you  don't  worry  too  much 
about  a  lot  of  strikeouts." 

Schmidt  stops  short  of  revealing 
the  actual  profits  J.H.  Whitney  has 
earned  on  investments  like  Memo- 
rex and  Spencer  Chemical.  But 
he  emphasizes  that  the  prospec- 
tive gains  must  be  huge  to  jus- 
tify the  risks.  "Today  you  can  put 
your  money  into  reasonably  sound 
securities  with  a  10%  annual  re- 
turn," he  points  out.  "Taking  into 
consideration  the  added  risk  in  ven- 
ture capital,  you  ought  not  be  in 
the  business  if  you  can't  achieve  at 
least  an  average  20%-a-year  re- 
turn." After  balancing  the  home 
runs  against  the  strikeouts,  a  ven- 
ture firm,  he  suggests,  should  be 
able  at  least  to  double  its  money 
every  four  years.  Not  an  easy  goal. 
Few  have  achieved  it. 


Schmidt  of  J.H.  Whitney 


Schmidt  implies  that  J.H.  Whit- 
ney, after  allowing  for  several  part- 
ners who  have  pulled  out  of  the 
firm,  has  more  than  lived  up  to 
that  standard.  He  refuses,  how- 
ever, to  say  exactly  how  much  mon- 
ey the  firm  has  made.  Assuming 
J.H.  Whitney  made  its  goal  of  dou- 
bling capital  every  four  years,  pres- 
ent worth  would  be  over  $600  mil- 
lion. But  allowing  for  spinoffs  of 
companies  and  withdrawals  of  cap- 
ital over  the  years,  outside  sources 
put  the  firm's  worth  in  the  neigh- 
borhood of  $100  million. 

Benno  Schmidt  was  one  of  the 
six  original  partners  when  Jock- 
Whitney  established  this  remark- 
able firm  just  after  World  War  II 
as  the  first  purely  venture  capital 
outfit.  Before  the  war  Whitney 
had  backed  a  number  of  entrepre- 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
Chattanooga,  Tennessee  37402 


OIL  AND  GAS  DIVISION 

Minerals  ownership, 
exploration  and  development. 

WHELAND  FOUNDRY  DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 


John  Blake  thought 
safety  belts  were  * 
adraj 


What's  your  excuse? 

Advertising  contributed  for  the  public  good 


neurs  on  his  own,  including  Tech- 
nicolor in  its  infancy  and  die  men 
who  reorganized  then  tiny  Free- 
port  Sulphur. 

Whitney's  experience  taught  him 
the  shortcomings  of  a  private  in- 
dividual with  multiple  outside  in- 
terests in  trying  to  help  a  number 
of  entrepreneurs  through  the  rough 
early  years  of  establishing  brand- 
new  companies.  He  decided  he 
could  improve  both  his  own  odds 
and  those  of  the  entrepreneurs  he 
backed  by  assembling  an  organiza- 
tion. Such  a  group,  as  opposed  to 
a  single  sugar  daddy,  could  go  be- 
yond mere  check-writing  to  assist- 
ing young  companies  on  a  profes- 
sional, lull-time  basis. 

Of  course,  there  were  no  pro- 
fessional  venture  capitalists  in  those 
days.  Benno  Schmidt,  a  native  Tex- 
an, worked  his  way  simultaneously 


through  Texas  U.  and  Texas  U.'s 
law  school  during  the  Depression. 
Prior  to  World  War  II  he  was  a 
teaching  fellow  at  Harvard  Law 
School  pointed  toward  an  academ- 
ic career.  He  was  an  economics  af- 
fairs .counsel  at  the  State  Depart- 
ment when  Whitney  phoned  in 
1946  and  asked  to  meet  him. 

"I  thought  he  wanted  to  talk- 
about  the  things  I  was  active  in— 
lend-lease  settlements,  foreign  ser- 
vice problems  and  the  like.  Instead, 
he  asked  me  if  I'd  consider  becom- 
ing a  partner  in  J.H.  Whitney  & 
Co.  I  liked  law  and  teaching,  but 
the  idea  of  being  the  principal  and 
not  the  attorney  appealed  to  me 
even  more."  In  1959  Schmidt 
became  the  managing  partner 
(though  Whitney  himself  still  holds 
the  controlling  interest) . 

There's  no  doubt  Schmidt  is  very 
much  in  charge  of  the  J.H.  Whit- 
ney show.  "Jock  is  wonderful  be- 
cause he  doesn't  second-guess  you," 
he  says.  Like  Whitney  before  him, 
Schmidt  has  gotten  interested  in 
public  affairs  where  private  capital- 
ists have  special  know-how.  Exam- 
ples: investments  in  the  worst  slums 
of  Brooklyn's  Bedford-Stuyvesant 
area  and  plans  to  create  a  complete 
new  miniature  city  on  Welfare  Is- 
land, right  next  to  Manhattan. 

Like  many  other  venture  capital 
outfits  today,  Schmidt's  firm  is  con- 
centrating many  of  its  new  invest- 
ments in  the  data  processing  field. 
A  company  called  Inforex,  which  is 
a  peripheral  manufacturer  of  data 
input  equipment,  has  just  gone 
public.  Two  other  recent  invest- 
ments, Storage  Technology  and 
Mascor,  Inc.,  are  both  involved  in 
the  computer  business. 

J.H.  Whitney  also  branched  out 
into  real  estate  investments.  It  is  a 
partner  with  the  Chase  Manhattan 
Bank  and  Hawaii's  Amfac,  Inc.  in 
Esperance  Land  &  Development 
Co.  in  the  state  of  Western  Aus- 
tralia. Esperance  is  converting  some 
1.5  million  acres  of  bushland  for 
agricultural  use  over  a  ten-year  pe- 
riod. Through  an  arrangement  with 
the  Western  Australian  govern- 
ment, the  partnership  is  selling  half 
the  land  and  keeping  the  rest. 

Getting  back  to  those  of  you 
who  complain  that  the  money  men 
aren't  sympathetic  to  your  great 
concept,  we  can  only  pass  on  Ben- 
no  Schmidt's  advice:  Blame  not 
timid  capitalists;  blame  yourself  or 
your  idea.   ■ 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


November  17,  1970 


1,130,598  Shares 

Federal  National  Mortgage  Association 

Common  Stock 

(Without  Par  Value) 

Federal  National  Mortgage  Association  is  offering  to  the  holders  of  its  Common  Stock  the  right  to  sub- 
scribe for  additional  shares  of  Common  Stock  at  the  rate  of  one  share  for  each  8  shares  of  Common  Stock 
held  of  record  at  the  close  of  business  on  November  12,  1970,  as  more  fully  set  forth  in  the  Prospectus. 

The  Subscription  Offer  will  expire  at  5:30  P.M.,  New  York  Time,  on  December  1,  1970. 


Subscription  Price  $44.25  Per  Share 

The  Underwriters  have  agreed,  subject  to  certain  conditions,  to  purchase  any  unsubscribed  shares  and,  both 
during  and  following  the  subscription  period,  may  offer  shares  of  Common  Stock  as  set  forth  in  the  Prospectus. 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from  only 
such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  8C  Smith 

Incorporated 

A.  G.  Becker  &.  Co. 

Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers 

Incorporated 

Salomon  Brothers 


Dean  Witter  &  Co. 

Incorporated 


The  First  Boston  Corporation 


Drexel  Harriman  Ripley  duPont  Glore  Forgan 

Incorporated  Incorporated 

Eastman  Dillon,  Union  Securities  8C  Co.  Halsey,  Stuart  &  Co.  Inc.  Hornblower  8C  Weeks-Hemphill,  Noyes 
W.  E.  Hutton  8C  Co.  Lazard  Freres  8C  Co.  Loeb,  Rhoades  8C  Co.  Paine,  Webber,  Jackson  8C  Curtis 
Smith,  Barney  8C  Co.       Stone  8C  Webster  Securities  Corporation       Wertheim  8C  Co.       White,  Weld  8C  Co. 

Incorporated  Incorporated 

Bache  8C  Co.  Paribas  Corporation  Shearson,  Hammill  8C  Co. 

Incorporated  Incorporated 

Bear,  Stearns  &  Co.  CBWL-Hayden,  Stone  Inc.  Clark,  Dodge  8C  Co.  Dominick  8C  Dominick, 

Incorporated  Incorporated 

Equitable  Securities,  Morton  dC  Co.     Goodbody  8C  Co.     Hallgarten  8C  Co.     E.  F.  Hutton  8C  Company  Inc. 

Incorporated 

Johnston,  Lemon  8C  Co.        Ladenburg,  Thalmann  8C  Co.        F.  S.  Moseley  8C  Co.        R.  W.  Pressprich  8C  Co. 

Incorporated 

Reynolds  8C  Co.  L.  F.  Rothschild  8C  Co.  Shields  8C  Company  F.  S.  Smithers  8C  Co.,  Inc. 

Incorporated 

Spencer  Trask  8C  Co.  Tucker,  Anthony  8C  R.  L.  Day  G.  H.  Walker  &  Co.  Walston  &  Co.,  Inc. 

Incorporated  Incorporated 

Wood,  Struthers  8C  Winthrop  Inc.     A.  E.  Ames  8C  Co.     Bacon,  Whipple  8C  Co.     William  Blair  8C  Company 

Incorporated 

Blunt  Ellis  8C  Simmons  J.  C.  Bradford  8C  Co.,  Dain,  Kalman  8C  Quail 

Incorporated  Incorporated 

Dick  8C  Merle-Smith  The  Dominion  Securities  Corporation  Estabrook  8C  Co.,  Inc. 

Faulkner,  Dawkins  8C  Sullivan  Legg,  Mason  8C  Co.,  Inc.  Model,  Roland  &  Co.,  Inc. 

Securities  Inc. 

New  York  Hanseatic  Corporation     New  York  Securities  Co.     JohnNuveen&Co.     Piper,  Jaffray&Hopwood 

Incorporated  (Incorporated)  Incorporated 

Wm.  E.  Pollock  &  Co.,  Inc.  Putnam,  Coffin,  Doolittle,  Newburger  Riter,  Pyne,  Kendall  SC  Hollister 

Division  of  Advest  Co. 

The  Robinson-Humphrey  Company,  Inc.  C.  E.  Unterberg,  Towbin  Co.  Wood,  Gundy  dC  Co.,  Inc. 
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Battle  for  Survival 


A  few  years  ago,  Arthur  Collins  of  Collins  Radio  bet  heavily  on 
a  new  computer.  Right  now,  he  appears  to  be  losing  that  bet 


Almost  since  its  founding  in  1931  by 
electronics  wizard  Arthur  A.  Collins, 
Dallas-based  Collins  Radio  Co.  has 
been  a  leader  in  advanced  electronics. 
By  the  mid-Sixties,  Collins  was  a  very 
profitable,  very  big  company  with 
strong  positions  in  both  the  military 
and  commercial  sides  of  avionics  and 
telecommunications.  That's  when  Ar- 
thur Collins,  now  61,  apparently  de- 
cided the  company  should  become  a 
major  force  in  computers,  too.  So  he 
gave  the  green  light  to  developing  the 
massive  C-System  hardware-software 
program  whose  heart  would  be  the 
C-8500  computer.  So  bright  did  Col- 
lins Radio's  future  seem  that  several 
companies,  including  Texas  millionaire 
H.  Ross  Perot's  Electronic  Data  Sys- 
tems, tried  to  acquire  it. 

Today  Collins  Radio  is  in  trouble. 
Major  decisions  of  just  a  few  years 
ago,  which  were  made  when  both  the 
company  and  the  economy  were  in  a 
strong  upswing,  have  now  gone  sour. 
Collins  is  in  a  serious  financial  bind, 
with  little  prospect  of  early  relief. 

In  the  last  two  years,  sales  have 
dropped  22%  to  $349  million  in  fiscal 
1970  (through  July  31),  the  lowest  in 
five  years.  Yet  since  1966,  manufac- 
turing floor  space  has  jumped  44%;  in- 
ventories have  increased  67%  (to  $138 
million);  and  net  plant  investment  has 
more  than  tripled  (to  $149  million). 
Earnings  fell  from  1968's  record  $4.44 
a  share  to  $3.01  in  1969  to  a  mere  15 
cents  in  1970.  And  in  the  first  quarter 
of  the  current  fiscal  year  Collins  lost 
35  cents  a  share  vs.  an  18-cent  profit 
in  the  year-earlier  period. 

How  did  Collins  come  upon  such 
hard  times?  First,  by  gearing  up  for 
sales  in  the  avionics  market  that  didn't 
materialize.  Second,  by  allowing  its 
C-System  to  be  a  marketing  dud. 
"Knowing  the  quality  of  Collins'  work," 
says  one  industry  leader,  "I'd  guess  the 
C-System  is  a  thing  of  beauty.  But  if 
you  don't  market  aggressively,  you 
don't  make  money.  This  historically 
lias  been  a  problem  for  Collins." 

It  has  been  a  substantial  problem, 
to  judge  from  the  deterioration  in  Col- 
lins' current  position.  Its  short-term 
domestic  borrow  ings  jumped  from  $24 
million  in  1968  to  over  $100  million  at 
the  end  of  fiscal  1970,  very  close  to 
the  maximum  $104-million  credit  line 
that  Collins'  bankers  have  been  will- 
ing to  grant.  And  working  capital  for 
domestic  operations  fell  to  only  $66.4 
million— perilously  close  to  the  $65- 
niillion  minimum  imposed  on  the  com- 
pany by  long-term  lenders. 
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The  C-System  has  caused  much  of 
Collins'  trouble.  Its  research  and  de- 
velopment costs,  though  scattered  over 
several  product  lines  and  therefore 
hard  to  isolate,  total  many  millions. 
Collins'  officials  claim  a  potential  mar- 
ket for  the  C-System  of  some  $200  mil- 
lion annually  five  years  from  now,  but 
three  years'  revenues  so  far  total  only 
$35  million.  Says  one  industry  expert, 
"Some  IBM  salesmen  have  that  sort 
of  record."  Yet  much  of  Collins'  soar- 
ing manufacturing  and  engineering 
overhead  is  related  to  the  burden  of 
the  C-System. 

What's  more,  in  sharp  contrast  to 
its  previous  policy  of  expensing  all  its 
research  and  development  costs,  Col- 
lins in  fiscal  1969  began  deferring  vir- 
tually all  its  C-System  R&D  (as  well  as 
substantial  avionics  research  for  the 
Lockheed  L-1011,  itself  a  troubled 
project).  The  total  of  these  and  other 
R&D  costs  thus  deferred  by  the  end 
of  fiscal  1970  was  $27.1  million, 
which,  of  course,  has  sharply  boosted 
reported  earnings.  In  fact,  if  Collins' 
R&D  had  been  expensed  in  fiscal 
1970  as  it  was  in  1968,  the  company 
would  have  had  to  report  a  pretax  loss 
of  about  $5.20  a  share. 

Both  Collins  and  its  auditors,  Ly- 


The  C-System  computer  is  at 
the  heart  of  Collins'  problems. 


brand,  Ross  Bros.  &  Montgomery,  de- 
scribe the  change  as  "perfectly  proper 
accounting  practice,"  because  much  of 
the  R&D  involved  will  not  generate 
income  for  years.  But  Lybrand's  Ern- 
est Wish  adds  that  the  rationale  "re- 
lies heavily  on  the  company's  ability  to 
recover  [those  R&D  costs]  out  of  fu- 
ture revenues."  Wish  further  adds  that 
he  is  satisfied  with  this  potential  abil- 
ity. Not  everyone  is. 

Why?  Because  building  and  selling 
such  sophisticated  computer  systems 
is  much  different  from  what  Collins 
has  been  doing.  It  simply  lacks  the 
experience,  reputation  and  service  or- 
ganization of  entrenched  competitors. 
"IBM's  equipment,  for  example,"  says 
one  industry  expert,  "is  no  great  shakes 
in  terms  of  quality.  But  they  have  a 
thousand  elves  standing  around  to  fix 
it  when  it  fails.  Collins  doesn't."  Adds 
an  analyst  acidly,  "I  thought  it  was 
sheer  folly  on  their  part  to  think  that 
at  this  late  date  they  could  bust  into 
the  [big-time]  computer  business  and 
still  expect  to  make  a  market  and  to 
make  profits." 

Collins  naturally  disagrees  with  its 
detractors.  The  company  claims  im- 
proved marketing,  confident  creditors 
and  adequate  funds  to  meet  all  1971 
obligations.  Indeed,  its  short-term 
lenders  have  agreed  to  extend  the 
$104-million  credit  line  for  another 
year,  and  earlier  this  year  the  bankers 
picked  up  $20  million  of  Collins'  com- 
mercial paper  when  the  company  could 
find  no  other  buyers.  Further,  Collins 
just  received  an  $8.5-million  C-System 
order  for  the  McDonnell  Douglas  DC- 
10.  "There  is  a  misunderstanding 
among  the  'experts'  that  we  are  com- 
peting with  the  likes  of  IBM  and 
RCA,"  complains  Collins  Executive 
Vice  President  W.  William  Rood- 
house,  "and  that  isn't  quite  true.  We 
look  at  the  C-System  from  a  communi- 
cations standpoint.  This  isn't  just  an- 
other computer." 

The  distinction  may  make  little  real 
difference,  however,  for  it  appears  that 
Collins  has  risked  much  to  develop 
something  that  may  not  sell  well  or— 
more  important— bring  in  revenues  soon 
enough  to  get  the  financially  strained 
company  back  on  a  firm  footing.  And 
Collins  can  expect  little  help  from  the 
depressed  avionics  market.  It's  easy, 
then,  to  suppose  that  reorganization  o.r 
merger  could  be  in  store  for  Collins 
Radio.  As  distasteful  as  a  merger 
might  have  been  to  proud  Arthur  Col- 
lins a  few  years  back,  today  it  might 
be  his  saving  grace.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$500,000,000 

American  Telephone  and  Telegraph  Company 

$150,000,000  Seven  Year  73A%  Notes,  due  December  1,1977 
$350,000,000  Thirty-Two  Year  8.70%  Debentures,  due  December  1, 2002 


Interest  payable  June  1  and  December  1 


Prices 

Notes  100%%  and  Accrued  Interest 

Debentures  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the  undersigned  as  may 
legally  offer  these  Securities  in  compliance  with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 


DILLON,  READ  &  CO.  INC. 


THE  FIRST  BOSTON  CORPORATION 


MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 


KUHN,  LOEB  &  CO. 
SALOMON  BROTHERS 


BLYTH  &  CO.,  INC. 

EASTMAN  DILLON,  UNION  SECURITIES  &  CO 


DREXEL  HARRIMAN  RIPLEY 

Incorporated 


GOLDMAN,  SACHS  &  CO. 


duPONT  GLORE  FORGAN 

Incorporated 

HALSEY,  STUART  &  CO.  INC. 


HORN  BLOWER  &  WEEKS-HEMPHILL.NOYES 

LOEB,  RHOADES  &  CO. 


LEHMAN  BROTHERS 

Incorporated 

SMITH,  BARNEY  &  CO. 

Incorporated 

WHITE,  WELD  &  CO. 

November  11,  1970. 


KIDDER,  PEA  BODY  &  CO. 

Incorporated 


LAZARD  FRERES  &  CO. 
PAINE,  WEBBER,  JACKSON  &  CURTIS 


STONE  &  WEBSTER  SECURITIES  CORPORATION 


DEAN  WITTER  &  CO. 

Incorporated 


BACHE  &  CO. 

Incorporated 


WERTHEIM  &  CO. 
PARIBAS  CORPORATION 
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Westinghouse  growth  r< 
Housing  and  community 
development  market 


•i§ 


"Two  of  the  most  urgent  needs  of 
people  for  the  1970s  are  better  hous- 
ing and  better  cities. 

"The  shortage  of  acceptable  hous- 
ing  for  medium  and  low  income 
families  is  severe  and  threatens  to 
get  worse.  Population  growth  will  re- 
quire whole  new  communities,  cities 
in  size,  but  with  a  far  better  environ- 
ment than  our  present  cities. 

"Westinghouse  is  devoting  major 
efforts  to  meet  these  needs. 

"We  are  now  a  major  producer  of 
housing  for  medium  and  low  income 
families.  A  wholly  owned  subsidiary, 
Urban  Systems  Development  Corpo- 
ration, manages  this.  Another  sub- 
sidiary, C.  W.  Blakeslee  and  Sons, 
Inc.,  will  build  structural  systems  for 
higher  income  apartment  buildings. 

"We  are  developing  several  com- 
munities on  large  tracts  of  prime  resi- 
dential-recreational land.  This  is 
managed  by  Coral  Ridge  Properties, 
which  we  acquired  in  1966.  The  origi- 
nal top  management  of  Coral  Ridge 
Properties,  which  developed  about  a 
third  of  Fort  Lauderdale,  is  still  on 
the  job. 

"We  are  making  large  productive 
contributions  in  these  areas,  thus 
creating  a  large  portion  of  our  busi- 
ness growth." 

President 

Industry  &  Defense  Products 

October  30,  1970 


Westinghouse  Developing 
Florida  City  of 110,000 


The  incorporated  city  of  Coral 
Springs,  Fla.,  lies  9  miles  from  the 
Atlantic,  next  to  a  million  acre  Federal 
Wildlife  Preserve,  and  in  Broward 
County,  one  of  the  fastest  growing  in 
the  United  States.  Coral  Springs  has 
3,500  new  residents  and  an  approved 
long  range  development  plan  that  is 
expected  to  bring  the  population  to 
110,000. 

It  is  also  expected  to  bring  West- 
inghouse about  $180  million  in  land 
sales  over  12  years,  along  with  spe- 
cial opportunities  for  sales  of  elec- 
trical distribution  equipment,  lighting, 
appliances,  etc.  The  buyers'  building 
improvements  will  add  at  least  $600 
million  to  community  value. 

In  process  of  development  since 
1966,  Coral  Springs'  16  square  miles 
are  being  graded  to  create  a  rolling 
terrain  with  80  miles  of  lake  and 
stream  frontage.  About  40%  of  the 
grading  is  complete,  and  about  25% 
of  the  roads. 


These  homes  are  part  of  a  Coral  Springs 
"laboratory"  to  test  new  Westinghouse 
ideas.  One  under  test  is  a  two-way  com- 
munications system  new  being  used  for 
remote  metering  and  appliance  control. 
Eventually  the  system  could  connect 
houses  with  security  services,  health  cen- 
ters, programmed  instruction  courses,  etc. 


A  fourth  of  the  land  has  been  sold 
to  individuals  and  carefully  screened 
builders.  Home  values  range  from 
$30,000  to  $100,000.  Architectural 
standards  are  enforced  to  maintain 
neighborhood  values. 

Though  plans  call  for  an  eventual 
four  golf  courses  and  many  other 
recreational  facilities,  this  is  not  a  re- 
sort city:  it  will  have  five  elementary 
schools,  two  high  schools  and  a  650- 
acre  industrial  park. 


New  Coral  Springs  Country  Club  has  18- 
hole  championship  course. 


Two  More  Community 
Developments  Started 

Near  Sebring,  Fla.,  Westinghouse  is 
developing  Spring  Lake,  a  residential 
community  of  6,000  acres— lake  and 
hill  country.  Land  sales  start  soon. 

Building  improvements  will  add  at 
least  $1 20  million  to  community  value. 

On  the  Caribbean  island  of  Curacao, 
Westinghouse  is  developing  a  2,600- 
acre  resort  community  on  three  miles 
of  oceanfront.  Ownership  is  80% 
Westinghouse,  20%  local.  A  250-room 
luxury  resort  hotel  is  now  going  up 
on  the  site. 

Between  them,  the  two  develop- 
ments are  expected  to  bring  Westing- 
house some  $70  million  in  land  sales. 
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New  growth  prospects: 


iHousing  for  Low-Medium 
llncomes— 2,000  going  up 

Westinghouse  has  completed  more 
than  1,000  low  and  medium  income 
housing  units  in  four  cities,  and  has 
projects  in  various  stages  of  com- 
pletion in  13  others  from  Minneapolis 
to  Jackson,  Mississippi. 

Westinghouse  housing  sales  were 
zero  in  1968,  S9  million  in  1969.  and 
will  be  about  $15  million  this  year. 
The  1973  goal  is  7,000  completions, 
for  about  $100  million  in  sales. 

The  market  for  low  and  medium 
income  housing  promises  to  stay 
strong— the  shortage  is  severe,  and 
financing  under  federal  programs 
is  a  help. 


Westinghouse-built  low  income  housing 
project.  Monthly  payments  for  three  bed- 
rooms average  about  $1 1 0. 

Most  builders  find  government  sup- 
ported housing  unattractive  because 
of  delays,  and  the  time  consuming 
documentation  required.  Westing- 
house advantages  include  extensive 
management  experience  in  control- 
ling very  complicated  projects;a  com- 
plete in-house  staff  covering  services 
from  design  to  mortgage  banking— 
the  urban  planning  firm  of  Marcou, 
O'Leary  and  Associates  is  a  sub- 
sidiary; new  technology;  and  the  stay- 
ing power  of  a  large,  well-financed 
corporation. 

Our  rapid  growth  seems  to  demon- 
strate how  effective  a  competitive, 
profit-motivated  operation  can  be  in 
dealing  with  "public"  problems. 
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Florida  Waterfront 

Development  Potential: 

$165  Million 


Westinghouse-Coral  Ridge  is  de- 
veloping the  Gait  Ocean  Mile,  a  strip 
of  Florida  oceanfront.  The  land  now 
has  a  score  of  high-rise  luxury  hotels 
and  apartment  houses  and  15,000 
residents— the  largest  total-electric 
community  in  the  country. 

Our  undeveloped  land  here,  plus  a 
Fort  Lauderdale  parcel  overlooking 
the  Intercoastal  Waterway,  would  ac- 
commodate about  3,000  condomin- 
ium apartments  of  the  type  customary 
for  such  locations.  At  prevailing  prices 
—average  $55,000  per  apartment— 
the  total  sales  potential  for  Westing- 
house comes  to  $165  million. 

(This  is  given  simply  as  an  indica- 
tion of  the  potential  of  the  land.  Actu- 
ally, some  will  be  developed  com- 
mercially, and  may  bring  us  land  rent 
as  well  as  construction  sales.) 


One  of  the  oceanfront  condominiums 
Westinghouse  is  building  on  the  Gait 
Ocean  Mile.  Its  sales  total  will  be  around 
$9  million. 


Westinghouse  Building 
Two  Housing  Factories 


Factory  in  Fredericksburg,  Va.  (above) 
will  produce  modular  units  for  garden 
apartments  and  townhouses— 1 ,450  a 
year.  You  can't  tell  the  finished  hous- 
ing from  conventionally  built,  but  it's 
a  better  value.  Second  factory,  near 
New  Haven,  will  produce  the  Bison 
structural  system  of  concrete  panels, 
for  apartment  houses  up  to  30  stories. 
Capacity,  1,800  apartments  a  year. 


FUTURE  DEVELOPMENT 
NEAR  SAN  FRANCISCO 

On  the  West  Coast,  Westing- 
house has  joined  with  one  of 
the  region's  most  experienced 
developers,  Deane  &  Deane, 
Inc.,  through  a  joint  venture. 
Deane  &  Deane  will  develop 
8,000  acres  on  Half  Moon  Bay, 
15miles south  of  San  Francisco. 
A  master  land-use  plan  has 
been  developed  for  the  tract 
plus  20,000  acres  surrounding. 
The  plan  is  exceptional  in  its 
regard  for  human  safety  and 
protection  of  the  natural  en- 
vironment, as  well  as  for  pleas- 
ant living. 


You  can  be  sure ..  .if  it's  Westinghouse 
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We  have 
the  answers. 

Now,  what  was 
your  question? 


Introducing  GT&E  Information  Systems: 


You  probably  have  plenty  of  questions.  About  every- 
thing from  the  stock  market  to  your  company's  profit  pic- 
ture for  next  year. 

And  the  answers  are  probably  out  there,  too. 

But  they're  buried  in  an  ever-growing  mountain  of  other 
facts  and  figures.  And  until  you  can  find  a  way  to  sift 
through  that  mountain  to  find  exactly  the  information  you 
need,  you  won't  be  able  to  answer  your  own  questions. 

That's  where  we  come  in.  GT&E  Information  Systems  Inc. 

We're  a  new  subsidiary  of  General  Telephone  &  Electron- 
ics. But  we're  old  hands  at  solving  information  problems. 

Wall  Street's  a  good  example.  One  of  our  companies, 
Ultronic  Systems  Corp.,  runs  a  100,000-mile  international 
stock  and  commodity  quotation  and  information  network 
that  answers  questions  for  brokers  on  six  continents. 

Another  of  our  companies,  Programming  Methods,  Inc., 
better  known  as  P.M. I.,  has  developed  computer  pro- 
grams for  credit  card  companies  that  do  everything  from 


keeping  a  daily  balance  to  stopping  credit  card  thieves. 

Every  year  our  Chester  Electronics  Laboratories,  Inc., 
helps  almost  half  a  million  students  get  a  better  education 
with  dial  access  information  retrieval  systems.  The  rail- 
roads are  using  our  KarTrak™  Automatic  Car  Identifica- 
tion system  to  keep  track  of  some  two  million  freight  cars. 
And  our  Data  Services  Division  is  the  only  remote  comput- 
ing organization  operating  on  a  national  basis  that  offers 
four  language  processors,  including  APL. 

All  that  adds  up  to  a  lot  of  experience  for  a  new  company. 

Experience  in  providing  solutions,  not  just  machines, 
for  information  problems.  Experience  in  everything  from 
offering  a  single  remote  terminal  to  running  a  complex 
facilities  management  operation.  Experience  that  can  help 
you  get  the  information  you  need  to  answer  your  questions. 

If  you  have  any  more  questions  about  us,  write  to  Mr. 
Leonard  A.  Muller,  President,  GT&E  Information  Systems 
Inc.,  Four  Corporate  Drive,  White  Plains,  N.Y.  10604. 


General  Telephone  &  Electronics 


Faces  Behind  the  Figures 


Osbom  of  the  Bureau  of  Mines 


The  Honeymooner 

CONStDEMNG  the  furor  over  the 
subject  ever  since  President  Nixon 
find  Bureau  of  Mines  Director 
John  F.  O'Leary  early  last  spring, 
\ou  might  think  that  the  Bureau's 
sole  concern  was  the  health  and 
safety  of  the  U.S.  coal  miner.  Not 
so,  says  the  Bureau's  new  head, 
hale,  hearty  former  Perm  State  pro- 
fessor Elburt  F.  Osborn,  59:  "The 
Bureau  is  right  at  the  heart  of  a 
number  of  major  problems— the 
energy  shortage,  pollution,  the  re- 
cycling of  solid  wastes." 

Osborn  concedes  that  the  new 
mine  health  and  safety  law  is  the 
Bureau's  first  order  of  business,  and 
that  it  will  take  some  months  be- 
fore either  the  Bureau  or  the  in- 
dustry will  be  able  to  comply  fully 
with  the  law.  But  comply  they 
must:  "If  a  mine  can't  comply," 
says  Osborn  bluntly,  "it  has  to 
close  up.  The  law  leaves  no  option." 

Osborn  does  not  expect  any 
widespread  mine  closings.  "Some  of 
the  smaller  mines  originally  indi- 
cated they  would  have  to  close," 
he  says,  "but  they're  having  sec- 
ond thoughts."  He  doubts  that  the 
new  law  will  impose  any  intoler- 
able    financial     burdens,     either: 


"There  will  be  some  expenses,"  he 
says,  "but  the  price  of  coal  doubled 
last  year,  so  these  shouldn't  have 
any  major  effect." 

Mine  safety  aside,  Osborn  is 
pushing  to  develop  new  fossil  fuel 
sources.  He  has  written  off  atomic 
power  as  a  major  energy  source 
for  the  immediate  future,  and  he 
suggests  that  the  shortage  of  min- 
ers and  mining  engineers  will  make 
it  more  difficult  to  open  new  coal 
mines  than  has  generally  been  rec- 
ognized, though  in  the  long  run 
coal  offers  the  greatest  promise.  A 
far  quicker  solution,  he  feels,  would 
be  to  improve  methods  of  second- 
ary oil  recovery.  "Normally,  you 
can  recover  no  more  than  30%  to 
40%  of  the  oil  in  any  particular 
stratum.  But  with  secondary  recov- 
ery methods,  you  can  increase  that 
percentage.  A  five-point  gain,  I  un- 
derstand, would  be  the  equal  of 
the  whole  North  Slope  of  Alaska." 

The  Bureau  has  already  devel- 
oped some  promising  new  second- 
ary recovery  methods,  but  it  needs 
funds  for  large-scale  field  experi- 
mentation. And  the  same  goes  for 
its  project  to  convert  coal  into  "syn- 
thetic" natural  gas:  The  commer- 
cial feasibility  of  the  project  must 
still  be  proved  out  by  a  large-scale 


pilot  plant.  "Our  problem,"  says 
Osborn,  "is  not  a  lack  of  fuel,  but 
a  lack  of  planning." 

The  Bureau  is  also  pushing 
nearly  as  hard  on  problems  of 
waste  and  pollution.  One  of  its 
projects  involves  the  incineration  of 
automobiles,  another  the  recovery 
of  metals  from  urban  refuse,  still 
another  the  pollution  created  by 
the  internal-combustion  engine. 

Osborn  is  confident  that  the  U.S. 
can  solve  its  energy  shortages  rela- 
tively soon  and  cheaply;  but  he  is 
far  less  confident  about  the  prob- 
lems of  pollution.  "That's  going  to 
cost  a  fabulous  amount  of  money," 
he  says,  "at  least  if  we  want  to  get 
back  to  nice,  clean  streams  with 
trout,  and  air  as  clear  as  Alaska's. 
Our  ability  to  do  so  depends  on 
the  public  outcry.  If  it  slackens  off, 
progress  will  too." 

Osborn  is  enjoying  his  political 
hot  seat.  "First  I  worked  for  a 
foundation,"  he  says,  "then  for 
Eastman  Kodak  in  their  research 
labs.  So  the  only  thing  left  was  to 
find  out  what  the  Government  was 
like.  After  three  weeks  here,  I'm 
still  on  a  honeymoon.  But  it's  an 
exciting  time  to  be  at  the  Bureau, 
and  even  if  I  last  only  a  couple  of 
months,  I'll  never  regret  it."  ■ 
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Faces  Behind  the  Figures 


Fuller,  the  Alo/'or  Domer 


Bucks,  as  in  Buckminster 

His  old  nickname  "Bueky"  is 
more  appropriate  than  ever  these 
days.  The  visionary  who  went 
broke  trying  to  sell  the  world  on 
houses  that  hang  from  poles,  auto- 
matic room  dusters  and  water- 
less bathrooms  will  earn  roughly 
$500,000  this  year. 

R.  Buckminster  Fuller,  the  "poet 
of  technology"  who  also  invented— 
and  capitalized  on— the  geodesic- 
dome,  was  reluctant  to  discuss  his 
recent  riches  with  Forbes  last 
month.  The  lump  sums  seemed  to 
stick  in  his  throat  with  the  steak 


he  was  munching  for  breakfast. 
He  seemed  embarrassed.  Through- 
out his  75  years,  Fuller  rarely  gave 
a  second  thought  to  earning  a  liv- 
ing, even  after  he  had  spent  his 
wife's  sizable  inheritance  on  such 
questionable  devices  as  a  three- 
wheeled  car.  His  life's  mission,  as 
he  explains  it,  was  to  improve 
man's  environment.  Nothing  else 
mattered.  "I  tried  to  make  sense," 
said  Fuller,  "not  money." 

Yet,  there  he  sat  in  a  Louisville 
hotel  suite  waiting  to  lecture  the 
world's  first  Industrialized  Build- 
ing Exposition  &  Congress.  His  fee: 
$5,000,    plus    the   steak,    plus    the 


suite  and  the  rest  of  his  expenses. 

Ironically,  the  people  who  are  try- 
ing to  make  him  wealthy— the  stu- 
dents who  read  his  books,  the  50 
or  so.  groups  he  lectures  each  year 
and  the  businessmen  he  counsels- 
are  paying  for  essentially  the  same 
ideas  4hat  Fuller  couldn't  give 
away  during  much  of  his  life.  He 
still  has  visions  of  a  Utopia  where 
there  are  mass-produced  houses 
that  weigh  70  pounds  each,  recy- 
cled wastes  (so  sulphur,  for  exam- 
ple, could  be  extracted  from 
smoke)  and  enough  natural  re- 
sources for  every  person.  He 
preaches,  in  short,  that  man  can  do 
more  with  less— the  very  notion  that 
inspired  his  first  moneymaker,  the 
geodesic  dome  that  shelters  the 
largest  possible  area  with  the  least 
amount  of  materials.  Since  1952 
the  45  companies  Fuller  licensed 
have  constructed  10,000  domes  in 
55  countries.  His  annual  royalties: 
about  $100,000. 

Although  he  doesn't  enjoy  talk- 
ing about  money,  he  doesn't  mind 
taking  it.  He  has  raised  his  lecture 
fee  tenfold  in  eight  years.  "People 
ought  to  pay  for  important  things," 
says  Fuller.  "Furthermore,  I  know 
how  to  spend  my  money.  Every  dol- 
lar goes  to  my  research  staff  at 
Southern  Illinois  University,  kids 
I'm  putting  through  college  and 
scientists  and  architects  I  have  set 
up  in  business.  I  get  $10  of  value 
from  every  $1  I  spend." 

If  that  is  so,  why  didn't  Fuller 
try  to  do  more  by  earning  more, 
perhaps  by  manufacturing  his  own 
domes?  He  did  try  to  make  money 
early  in  his  life,  said  Fuller,  but 
all  the  efforts  "took  me  off  course 
and  everything  fell  apart."  He  add- 
ed, only  half  joking:  "At  any  point, 
I  could  have  made  millions  simply 
by  selling  people  what  they  think 
they  want— gold-plated  diapers  and 
Plexiglas  steeples  with  flashing 
lights,  house  doors  decorated  with 
fake  roses  in  the  shape  of  good- 
luck  horseshoes— and  other  stuff 
like  that.  My  company  would  have 
been  called  Obnoxico.  But  its  suc- 
cess would  have  destroyed  me.  I 
would  have  begun  taking  it  se- 
riously, and  I  would  have  lost  mj 
sense  of  humor  and  my  sense  ot 
purpose.  You  see,  I'm  not  interested 
in  what  people  want;  I'm  only  in- 
terested in  what  they  need." 

So,  there  you  have  a  classic  hap- 
py ending,  where  virtue,  quite  lit- 
erally, pays  off.   ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


/NEW  ISSUE 


November  6,  1970 


$200,000,000 


Gulf  Oil  Corporation 


SV2%  Debentures  Due  1995 

Interest  payable  May  15  and  November  15 


Price  99.50% 

plus  accrued  interest  from  November  15,  1970 


Copies  of  ike  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Dillon,  Read  &  Co.  Inc.     Kuhn,  Loeb  &  Co.     Merrill  Lynch,  Pierce,  Fenner  &  Smith     Salomon  Brothers 

Incorporated 

Blyth  &  Co.,  Inc.    Drexel  Harriman  Ripley    duPont  Glore  Forgan    Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated  Incorporated 


Goldman,  Sachs  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 


Halsey,  Stuart  &  Co.  Inc. 


Lazard  Freres  &  Co. 


Hornblower  &  Weeks-Hemphill,Noyes 


Lehman  Brothers 

Incorporated 


Loeb,  Rhoades  &  Co. 


Paine,  Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation 

Incorporated 


Dean  Witter  &  Co. 

Incorporated 


Bache  &  Co. 

Incorporated 


Wertheim  &  Co.  White,  Weld  &  Co. 

Credit  Lyonnais  Corporation  Paribas  Corporation  SoGen  International  Corporation 
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Faces  Behind  the  Figures 


Lots  of  News— All  Bad 

twice  a  year  President  Benjamin 
F.  Biaggini  of  Southern  Pacific 
Co.,  the  holding  company  parent 
of  Southern  Pacific  Railroad,  comes 
East  from  his  San  Francisco  head- 
quarters to  talk  to  transportation 
analysts  on  Wall  Street.  On  most  of 
his  visits,  Biaggini  has  welcome 
news  to  report,  because  the  SP  is 
one  of  the  richest  railroads  in  the 
world.  Last  month  Biaggini's  ap- 
pearance at  Manhattan's  Bankers 
Club  came  only  a  few  days  after 
the  Interstate  Commerce  Commis- 
sion announced  the  railroad  could 
raise  rates  by  8%.  Good  news  for 
the  SP?  No.  The  very  day  Biaggini 
spoke,  news  came  of  the  recom- 
mendation by  the  President's  Emer- 
gency Panel  on  Rail  Labor  Disputes 
that  wage  increases  be  granted  to- 
taling 32.5%  over  three  years.  Such 
increases,  said  Biaggini,  applied  to 
all  SP  employees,  would  add  $170 
million  to  its  labor  bill. 

Against  this  added  cost,  said  Bi- 
aggini, the  recently  granted  freight 
rate  increase  would  bring  in  $70 
million  to  $75  million  annually.  Bi- 


Biaggini  of  Southern  Pacific 

aggini  said  bluntly  that  the  rail- 
roads will  have  to  go  back  to  the 
Interstate  Commerce  Commission 
for  a  further  7%  rate  increase. 

In  the  matter  of  attracting  capi- 
tal, SP  Treasurer  Robert  J.  McLean 


told  the  analysts  that  the  SP  and 
other  roads  would  have  to  sell  long- 
term  bonds,  after  almost  ten  years 
of  equipment  certificate  financing. 
Such  a  prospect  calls  for  a  healthv 
railroad  industry— which  the  U.S. 
does  not  currently  have. 

Both  Biaggini  and  McLean  ac- 
knowledged that  Penn  Central's 
troubles  affect  all  other  railroads— 
operationally  when  the  troubled 
PC  ties  up  equipment  and  delays 
shipments;  and  in  the  money  mar- 
ket when  PC-type  disasters  cast  a 
pall  over  all  railroad  securities.  An 
even  more  ominous  aftereffect  of 
Penn  Central  was  being  voiced  in 
Washington  the  very  day  Biaggini 
was  speaking  in  New  York.  "The 
Government  should  take  over  the 
railroads,"  said  none  other  than 
George  Meany,  president  of  the 
AFL-CIO.  Far  from  brushing  off 
such  talk  as  mere  political  maneu- 
vering before  hard  bargaining  over 
the  new  rail  labor  contracts,  Ben 
Biaggini  plans  to  answer  Meany  in 
a  speech  early  this  month  at  Wash- 
ington's National  Press  Club.  Biag- 
gini's trips  to  the  East  are  no  longer 
the  happy  affairs  they  once  were.  ■ 


Yankee  Traitor 

In  1968,  Ezekiel  A.  Straw,  then 
president  of  New  Hampshire's  Man- 
chester Savings  Bank,  announced 
he  planned  to  convert  the  mutual 
institution  into  a  full-fledged  com- 
mercial bank.  For  2K  years  savings 
bank  associations,  fearing  a  threat 
to  their  entrenched  position  in  New 
Hampshire,  battled  Straw  in  the 
courts.  But  Straw  won  the  court 
fight,  and  several  weeks  ago  Man- 
chester Savings  became  The  Man- 
chester Bank,  the  state's  largest 
commercial  bank,  with  assets  of 
$145  million. 

"I'm  known  as  the  Benedict  Ar- 
nold of  mutual  savings  banks," 
laughs  Straw,  the  45-year-old, 
Dartmouth-educated  scion  of  a 
wealthy  New  Hampshire  banking 
family.  His  defection  makes  a  lot  of 
sense,  however.  In  recent  years, 
thanks  largely  to  the  boom  in  sports 
and  tourism,  New  Hampshire  has 
risen  from  stagnation  to  become  one 
of  the  fastest-growing  states,  with 
an  18%  population  gain  during  the 
1960s.  But  its  commercial  hanking 
system  is  puny.  It  has  consisted  of 
scores  of  tiny,  highly  conservative 
institutions,     many     actually     con- 


trolled by  mutual  savings  banks. 
"Every  time  a  commercial  borrower 
in  this  state  needed  any  substantial 
amount  of  money,  he  had  to  go  to 
Boston  or  New  York,"  says  Straw. 

Equally  compelling  were  the  lim- 
itations of  remaining  a  savings 
bank.  Straw  could  make  only  fixed- 
interest,  slow-turnover  mortgage 
loans  and  could  accept  only  inter- 
est-bearing savings  deposits.  When 
interest  rates  on  deposits  rose  rap- 
idly   in    recent    years,    his    profits, 

Straw  of  The  Manchester  Bank 
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like  those  of  all  savings  banks  and 
savings  &  loan  associations,  were 
squeezed.  Before  the  changeover, 
The  Manchester  Bank's  mortgage 
loans  were  yielding  only  6.28%, 
while  it  was  paying  4/4%  to  regu- 
lar depositors. 

In  the  changeover,  the  former 
depositor-owners  of  the  mutual  sav- 
ings bank  receive  voting  trust  certifi- 
cates representing  their  proportion- 
ate share  of  the  bank's  $15-million 
surplus  account. 

The  voting  trust  owns  100%  ol  a 
holding  company  which  in  turn 
owns  all  of  the  new  bank's  common 
shares.  But  the  voting  trustees  them- 
selves are  the  same  individuals  who 
were  "corporators"  of  the  old  sav- 
ings bank.  Straw  and  other  insid- 
ers, who  now  own  no  trust  certifi- 
cates, presumably  will  buy  enough 
to  keep  effective  control  before  the 
voting  trust  is  dissolved  during  the 
next  nine  years.  And  New  Hamp- 
shire gains  a  large,  home-based  com- 
mercial bank.  Almost  everybody 
should  be  happy. 

Does  Straw  expect  a  rash  of 
other  savings  bankers  to  follow  suit? 
He's  doubtful.  "Anybody  who  tries 
it  can  expect  one  hell  of  a  fight 
from  the  savings  bank  industry."  ■ 
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exposing 

the  numbers  game 


A  number  of  advertising  agencies  are  getting  more  and 
more  enmeshed  in  the  "Numbers  Game"  in  their  selection 
of  selective  media. 


They  are  betting  their  clients'  dollars  on  unprovable  pass- 
along  numbers  and  the  dubious  value  of  pass-along  read- 
ers (see  1970  Fortune  Study  results  showing  that  "80%  of 
advertising  response  comes  from  20%  of  a  magazine's 
total  audience— from  primary  readers"). 

"Selective"  Magazines,  such  as  FORBES,  by  definition  are 
selective— but  they  can  only  select  the  people  who  buy 
them.  No  one  can  control  who  picks  up  a  magazine  sec- 
ond hand.  Nor  can  they  measure  conclusively  the  degree 
to  which  secondhand  readers  read  it. 

What's  our  point? 

Why  do  we  care? 

Because  in  this  unmeasurable  and  unprovable  area  of 
"pass-along"  readership,  our  principal  competitor  for  your 
advertising  dollars  is  Business  Week— and  it  beats  the 
heck  out  of  us  on  Simmons'  "measure"  of  the  number  of 
pass-along  readers. 

According  to  Simmons,  Business  Week  has  6.78  people 
reading  each  copy  of  the  magazine  while  FORBES  has 
only  2.56  readers  per  copy.  Stuff  those  numbers  in  your 
old  (or  new)  computer  and  guess  who  comes  out  smelling 
like  a  rose.  Oh  sure,  Simmons  also  shows  that  the  average 
Business  Week  reader  spends  just  33  minutes  reading  it 
as  compared  with  the  119  minutes  an  average  reader 
'spends  with  an  issue  of  FORBES.  But  nobody  we  know  of 
feeds  that  to  their  computer. 

Now  if  you  stack  FORBES  up  against  Business  Week  in 
the  provable  numbers— the  audit  circulations  of  those  who 
buy  the  magazines  and  the  costs  per  page  per  thousand 
of  reaching  them— it's  quite  a  different  story: 


Forbes      Business  Week 


ABC  Average  total 

paid  circulation  6/30/70       627,035  670,632 

Costs  per  page  (B&W) 

per  thousand  $10.76  $12.18 

. .  .or  compare  the  two  based  on  their  number  of  Top  Man- 
agement subscribers  according  to  the  data  in  their  latest 
subscriber  studies: 

Forbes       BusinessWeek 

Top  Management  (39%  each)    244,544  261,546 

$27.60  $31.24 


Costs  per  page  (B&W) 
per  thousand 


We  can't  prove,  of  course,  that  a  FORBES  subscriber  takes 
his  FORBES  more  personally,  or  reads  it  more  intensively, 
than  the  Business  Week  subscriber. ..but  wouldn't  the 
fact  of  our  low  pass-along  tend  to  prove  this  point?  If  you 
take  a  magazine  home  or  have  it  sent  there,  you  only  do  it 
because  you  want  to  read  it.  If  almost  six  other  people  see 
every  copy,  then  it  must  be  bucking  around  the  office 
from  in-basket  to  out-basket  at  a  very  fast  clip. 

Now  we  like  Simmons.  FORBES  is  mostly  happy  to  be  in 
Simmons.  And  we  use  Simmons  figures  every  time  we  can 
make  'em  "prove"  we're  better  than  the  other  guy. 

But  this  numbers  game  on  "pass-along"  is  murder  for  us 
when  advertising  agencies  waive  judgment  and  just  wave 
numbers  at  the  client. 

Doesn't  our  point  have  some  merit? 

After  all,  what  does  the  word  "primary"  mean  anyway? 

Look  it  up  and  you'll  see  what  we  mean. 

Forbes:  capitalist  tool 


Faces  Behind  the  Figures 


Selling  Too  Soon 

Nine  years  ago  South  African  law- 
yer Mark  Weinberg,  30,  started 
London-based  Abbey  Life  Assur- 
ance Co.  on  $100,000  ol  capital. 
A  few  weeks  ago,  based  on  what 
International  Telephone  &  Tele- 
graph paid  for  hall  the  company, 

Abbe)  was  worth  $76  million.  Is 
Weinberg  rich?  Not  so.  He  is  out 
ol  the  company  and  out  ol  a  job, 
miK ent  but  hardly  rich. 

Hut  before  concluding  that  ITT  s 
Harold  Geneen  skinned  Mark  Wein- 
berg, consider  what  happened  in 
between.  Weinberg's  capital  in 
starting  Abbey  was  brains  and  am- 
bition; friends  put  up  almost  all  the 

first  $  I  ()(),()()().  lint  Britain,  unlike 
the  U.S.,  lets  life  insurance  compa- 
nies sell  policies  linked  to  equity  in- 
vestments. By  doing  so,  British  in- 
surers can  counter  a  prime  U.S. 
argument  against  Hie  insurance— 
that  it  pays  oil  in  fixed  dollars  with 
no  inflation  hedge.  But  British  in- 
suiers  were  not  really  pushing  cqni- 
l\    linked  policies. 

Weinberg   saw    the   opening   and 

leaped  in.  Result:  Abbey's  pre- 
miums    have   doubled     or     tripled 


Insurance  Entrepreneur  Weinberg 


nearly  every  year,  and  Abbey's  as- 
sets zoomed  from  $2  million  to  $200 
million.  So  far,  so  good. 

In  1964,  however,  when  the 
zooming  was  just  starting,  he  made 
what  certainly  proved  a  mistake. 
1  [e  sold  out  for  $250,000  to  a  50-50 
partnership  of  ITT  and  Georgia  In- 


ternational, an  Atlanta-based  finan- 
cial outfit.  Weinberg  agreed  to  stay 
and  manage  the-  company  for 
$33,000  a  year.  He  felt  he  needed 
some  outside  backing,  but  clearly 
underestimated  what  he  had. 

In  late  October  of  this  year  ITT 
agreed  to  buy  Georgia  Internation- 
ales half  lor  $38  million.  ITT  now 
was  the  sole  boss.  So  Weinberg  quit, 
taking  fixe  top  executives  with  him, 
and  announced  plans  for  another 
insurance  company.  He  said  he 
couldn't  be  his  own  boss  at  ITT. 

The  deal  seems  fine  for  ITT.  Ab- 
bey made  $3.3  million  in  1969  and 
should  net  $3.6  million  this  year. 
Next  year  the  projection  is  $5.6 
million.  ITT  also  got  entree  to  in- 
surance markets  on  the  Continent 
for  another  recent  U.S.  acquisition, 
Hartford  Fire  Insurance. 

And  Mark  Weinberg?  After  pav- 
ing off  his  original  backers,  he  got 
a  good  piece  of  change,  but  noth- 
ing big,  nowhere  near  what  he 
might    by    holding    on.    Somewhat 

resignedly,  Weinberg  told  Fobbes: 
"I've  come  out  with  one  capital  as- 
set—a knowledge  of  the  business 
and  some  reputation  lor  having 
done  it."  ■ 


If  at  First  You  Don't  Succeed  .  .  . 
Howard   A.    (Micky)    Newman, 

the  new    chairman  of  the  Western 

Pacific  Railroad,  is  the  latest  wheel- 
er-dealer to  try  to  use-  a  money- 
losing  railroad  as  the  base  for  a 
conglomerate.  Is  he  dismayed  by 
such  examples  as  IYnn  Central  and 
Northwest  Industries?  Not  Mickv 
Newman.   Eye-to-eye  in  his  Park 

Avenue  office  he'll  tell  von  plain 
he  has  made  some  intelligent  in- 
vestments and  will  make  more.  "I 
slick  to  values,  and  I've  never  over- 
paid lor  a  property." 

Mickv    Newman  insists  he  didn't 


overpay  lor  Western  Pacific,  of 
which  he  became  chairman  this 
summer  alter  resigning  as  chairman 

ol  Chicago's  Northwest  Industries 
last  December.  Western  Pacific,  a 
"bridge  line"  with  a  limited  922- 
mile  route  from  San  Francisco  to 
Salt  Lake  City,  lost  37  cents  a  share 
in  1969  and  a  burdening  $2.7  mil- 
lion in  this  year's  Hist  quarter.  But 
Newman  Feels  he  can  build  on  it, 
much  as  a  child  builds  with  blocks. 
He  had  done  it  before.  His  la- 
ther set  him  up  in  1956  at  age  3  4 
as  president  of  Philadelphia  & 
Beading  Corp.,  an  ailing  $40-niil- 
lion-a-year  anthracite  coal  produc- 


Newman  of  Western  Pacific 


er,  and  Newman  transformed  it  into 

a  $327-million-a-year  hodgepodge 
ol  such  companies  as  Fruit  of  the 
Loom,  Blue  Ridge  (work  clothes). 
Acme    Boot    and    Lone   Star   Steel. 

A  huge  success?  No.  Newman 
sold  out  to  Northwest  Industries, 
where  he  ran  into  a  personality  as 
strong  as  his  own.  Chief  Executive 
Hen  Heineman.  Heineman  rebuffed 
a  take-over  bid  by  Newman  and 
his  father.  So  Newman  resigned. 
But  he  and  his  family  held  on  to 
its  prior  preferred  shares  (about 
150,000)  while  picking  up  a  10'- 
slock    interest    in    Western    Pacific. 

"Now  we  want  to  clear  the 
decks,  get  all  the  bad  news  out  of 
the  way. "  Newman  says.  To  get 
the  WP  back  on  a  profitable  track, 
he  chose1  as  president  lamed  rail- 
roader and  former  Penn  Central 
Nice  Chairman  Allied  E.  Perlman, 
68;  and  be  plans  to  sell  WP's  rail 
portfolio,  worth  $10  million  last 
June  (vs.  $22  million  IS  months 
ago).  But  Newman  looks  awav 
from  railroading  lor  growth.  Even- 
tually, he  apparently  hopes  to  sell 
the  n>ad  itself,  using  the  proceeds 
and   tax  loss  lor  acquisitions.    II   at 

first  you  don't  succeed. ..." 
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This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


XEW  ISSUE 


November  11,  1970 


1,000,000  Shares 

Burroughs  Corporation 


Common  Stock 

(§5.00  Par  Value) 


Price  $110  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  underwriters,  including 
tin    undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co. 

Incorporated 


Lehman  Brothers 

Incorporated 

Drexel  Harriman  Ripley        duPont  Glore  Forgan 

Incorporated  Incorporated 

Goldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc. 


Blyth  &  Co.,  Inc.        The  First  Boston  Corporation 

Fastman  Dillon,  Union  Securities  &  Co. 

Hornblower  &  Weeks-Hemphill,  Noyes  Lazard  Freres  &  Co. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation 

Incorporated 

White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated 

Bear,  Stearns  &  Co.  A.  G.  Becker  &  Co.  CBWL-Hayden,  Stone  Inc. 

Incorporated 


Dominick  &  Dominick, 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 
Shearson,  Hammill  &  Co. 

Incorporated 

G.  H.  Walker  &  Co. 

Incorporated 

American  Securities  Corporation 
J.  C.  Bradford  &  Co. 

Incorporated 

Model,  Roland  &  Co.,  Inc. 


Equitable  Securities,  Morton  &  Co. 

Incorporated 

W.  E.  Hutton  &  Co.  Reynolds  &  Co. 


Loeb,  Rhoades  &  Co. 

Salomon  Brothers 

Wertheim  &  Co. 

Paribas  Corporation 

Clark,  Dodge  &  Co. 

Incorporated 

Robert  Fleming 

Incorporated 

L.  F.  Rothschild  &  Co. 


Shields  &  Company 

Incorporated 

Walston  &  Co.,  Inc. 

A.  E.  Ames  &  Co. 

Incorporated 

Alex.  Brown  &  Sons 


Spencer  Trask  &  Co. 

Incorporated 

Wood,  Struthers  &  Winthrop  Inc. 
Arnhold  and  S.  Bleichroeder 

Inc. 

Faulkner,  Dawkins  &  Sullivan 

Securities  Inc. 

Suez  American  Corporation 


F.  S.  Smithers  &  Co.,  Inc. 
Thomson  &  McKinnon  Auchincloss  Inc.      Tucker,  Anthony  &  R.  L.  Day       C.  E.  Unterberg,  Towbin  Co 
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What  Kind  of  Bike  D'Ya  Ride? 

Adults  seem  to  be  going  back  to  the  bicycle  again, 
but  the  U.S.  bike  makers  aren't  exactly  cheering, 


Every  work  day  Eugene  A.  Sloane, 
54,  public  relations  director  of  the 
Midwest  Stock  Exchange,  makes  the 
25-mile  round  trip  from  his  Evanston, 
III.  home  to  his  Chicago  office  aboard 
a  15-speed  Schwinn  lightweight  bi- 
cycle. The  bike  trip,  he  explains,  takes 
tlie  same  hour  it  does  by  car  and  com- 
muter train,  saves  him  $5  a  week  and 
keeps  him  very  much  in  shape. 

Sloane,  of  course,  has  an  ax  to 
grind:  He  is  also  author  of  The  Com- 
plete Book  of  Bicycling,  just  published. 
Even  so,  there  may  soon  be  thousands 
of  executives— many  of  whom  now 
pedal  only  exercycles— riding  behind 
him.  Just  two  years  ago,  sales  of  adult 
bikes— usually  26-inch  lightweights 
with  three  to  ten  speeds— were  only 
10%  of  a  7-million-unit  market.  This 
year  they  are  up  by  at  least  20%.  Their 
popularity  has  reversed  the  recent  in- 
dustry sales  trend  toward  banana-seat, 
high-rise  bikes  for  kids.  Says  Stewart 
J.  Meyers,  publisher  of  American  Bi- 
cyclist &  Motorcyclist,  "Dealers  who 
were  overstocked  with  lightweights  in 
February  are  now  sold  out.  Factories 
are  going  all-out  to  make  them  and 
U.S.  buyers  are  scouring  the  world 
for  them." 

As  recently  as  1963,  imports  held 
30%  of  the  market.  Then  the  high-rise 
bike,  invented  by  some  kids  in  San 
Diego,  became  popular  overnight. 
U.S.  manufacturers  seized  on  the 
high-rise  trend,  came  out  with  a  line 
of  hot-rod-like  designs,  and  squeezed 
imports  out  of  all  but  16%  of  the  mar- 
ket. This  year  lightweights  from  Eng- 
land, Japan,  France  and  West  Ger- 
many are  flooding  the  country  again, 
and  they  may  well  end  up  with 
around  30%  of  a  $400-million  market. 
( Bikes  remain  popular  overseas,  too. 
The  recent  Paris  auto  show  featured 
as  many  bicycles  as  cars.)  So  U.S. 
bike  makers,  who  have  always  been 
bard  put  to  make  any  money  in  com- 
petition with  imports,  are  again  fac- 
ing an  import  surge. 

The  U.S.  manufacturers  have  a  lot 
to  lose.  They  sold  5.9  million  bikes 
in  the  record  year  of  1968,  5  million 
even  in  an  off  year  for  consumer  buy- 
ing like  1969.  Most  were  produced 
by  eight  mainly  family-oriented  man- 
ufacturers: Murray  Ohio  Manufactur- 
ing Co.,  the  volume  leader;  Schwinn 
Bicycles,  still  piivately  owned  and 
running  neck  and  neck  witli  Huff- 
man Manufacturing  for  the  No.  Two 
position;  big,  enterprising  AMF  Inc., 
which  imports  its  Hercules  line,  in- 
cluding lightweights  from  Raleigh  In- 
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La  Difference.  The  adult  revo- 
lution in  two-wheelers  has  one 
real  bright  spot.  It  promises 
a  heady  profit  margin.  High- 
rise,  banana-seat  models  for 
kids  usually  retail  for  about 
$49,  but  the  newly  popular 
precision-made  lightweights 
can  cost  $300  or  even  more. 


dustries  of  England;  Columbia  Bicy- 
cles, now  part  of  Cleveland's  MTD> 
Products;  H.P.  Synder  Mfg.,  Chain 
Bike  and  Stelber  Industries. 

The  surge  of  adult  buying  caught 
most  manufacturers  off  guard,  and 
they  are  tooling  up  factories  for  light- 
weight production  and  putting  retail- 
ers on  allocations.  Schwinn  is  doubling 
its  lightweight  production  to  45%  of  its 
output:  Stelber  is  shifting  from  2%  to 
20%.  But  they're  also  asking  themselves 
whether  the  surge  in  adult  interest 
isn't  only  a  short-lived  fad. 

Passing  Fancy? 

Some  serious  observers,  including 
William  Quinn,  editor  of  Bicycle  Jour- 
nal, believe  adults  are  back  on  bicycles 
to  stay.  The  nationwide  concern  about 
pollution,  the  desire  of  the  middle- 
aged  to  stay  healthy  and  the  creation 
of  hundreds  of  bikeways  across  the 
nation  are  pushing  the  trend  along. 
Says  Sloane:  "So  many  of  us  have  a 
Kafkaesque  feeling  that  we  have  no 
power  over  anything  in  modern  so- 
ciety. Bicycling  offers  a  new  feeling  of 
independence." 

"We  don't  think  it's  a  passing  fancy," 
says  Ray  Burch,  Schwinn's  vice  presi- 
dent of  marketing.  "If  there's  a  swing 
to  bikes  by  only  5%  of  the  adults  in  the 
country,  sales  could  more  than  double 
to  16  million."  Stelber  Industries'  Pres- 
ident Jack  Berkowitz  agrees,  and  to 
insure  a  supply  of  lightweights,  Stel- 
ber recently  acquired  Scheuer-Sha- 
piro,  one  of  the  largest  importers  of 
European  bicycles. 

Riding  the  new  wave  is  another 
large  importer,  Raleigh  Industries  of 
America.  Raleigh  planned  a  15%  in- 
crease in  its  U.S.  business  this  year, 
has  been  getting  20%.  "We  had  a  hard 
time  meeting  demand,"  says  William 
Quigley,  vice  president  for  operations. 
"What's  important  is  that  the  growth 
is  holding." 

William  Hannon,  president  of  Mur- 
ray Ohio,  the  biggest  producer,  re- 
fuses to  take  the  new  trend  seriously. 
As  of  Sept.  1,  he  figures,  lightweights 
had  stolen  only  4%  of  total  sales  away 
from  middleweight  and  high-rise  bicy- 
cles. "The  key  thing  is  what  the  kids 
will  want,"  says  Hannon.  "Seventy  per 
cent  of  the  bike  market  still  remains  in 
high-risers,  with  most  of  them  going 
to  kids." 

The  possibility  exists  that  the  kids 
have  taken  up  the  lead  of  their  par- 
ents. "I  was  selling  lightweights  to 
adult  couples  in  May,"  says  John  Coul- 
ter, operator  of  a  bike  specialty  shop 
in  Fairfield,  Conn.  "Now  the  parents 
want  lightweights  for  their  kids  for 
Christmas.  I  can't  get  them."  If  Coul- 
ter's experience  is  typical— and  there  is 
reason  to  think  that  it  is— it'll  be  a 
whole  new  bike  race.  ■ 
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Eglise  de  Lauze-Vaussais 


Maurice  Utrillo 


You  are  looking  at  a  painting  of  the  Eglise  de  Lauze  by  the  French  impressionist  Maurice 
Utrillo.  This  work,  now  in  the  FORBES  collection,  will  appear  in  a  handsome  reproduction 
on  the  card  announcing  all  Christmas  gift  subscriptions  to  Forbes  magazine  this  year.  Hand 
inscribed  according  to  your  directions,  the  card  will  be  mailed  by  us  to  arrive  in  time  for 
Christmas. 

This  year's  gift  rates  offer  substantial  savings  to  buyers  of  more  than  one  gift.  The  regular 
rate  of  $9.50  a  year  applies  to  the  first  subscription.  However,  each  additional  gift  on  the 
same  order  costs  only  $7.50— a  two  dollar  saving. 

All  subscriptions  will  begin  with  the  big  January  1,  Annual  Report  on  American  lndus;ry 
rating  the  management  performance  of  the  top  U.S.  companies.  From  then  on,  FORBES 
will  arrive  as  a  reminder  of  your  thoughtfulness  twice  a  month  throughout  the  year. 

We  invite  you  to  place  your  order  now  by  completing  and  mailing  the  order  form  adjoining 
this  page  or  by  writing  to  FORBES,  Dept.  1273,  60  Fifth  Avenue,  New  York,  N.Y.  10011. 


Forbes  Gift  Rates 

One  Gift  Subscription  for  One-Year $9.50 

Each  additional  Gift $7.50 

Pan-American  &  Foreign  Orders,  please  add  $4  a  year 
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For  answers  to 
investment  problems* 
corporate,  institutional, 
individual* 
talk  to  a  firm  that 
specializes  in 
I  innovative  investment 
management. 


White,  Weld  &Co. 

Members  New  York  Stock  Exchange  and  other  principal  exchanges 

New  York  Boston  Chicago  Atlanta   Dallas  Hagerstown   Hartford  Los  Angeles 

Minneapolis  New  Haven   Philadelphia  San  Francisco 

London  Paris  Zurich  Caracas  Geneva  Hong  Kong  Montevideo  Montreal 


- 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Twenty  Years 


In  the  fall  of  1950  I  received  a  tele- 
phone call  from  Malcolm  Forbes.  He 
asked  me  whether  I  would  like  to  write 
a  regular  column  for  FORBES,  of  which 
he  was  then  the  associate  publisher. 
I  had  to  confess  that  I  was  not  very 
familiar  with  this  publication,  which 
at  that  time  was  not  considered  the 
MIST  reading  in  Wall  Street  that  it 
has  since  become. 

Malcolm  was  a  good  persuader. 
The  monetary  compensation,  he  said, 
could  only  be  a  token,  but  being  a 
columnist  for  Forbes  would  give  me 
public  exposure  and  prestige.  After 
all,  Lucien  Hooper  had  done  it  for 
years  with  great  success.  He  also 
promised  that  I  would  be  free  to 
write  as  I  wished  without  being  sub- 
ject to  editorial  pressures  or  correc- 
tions, a  promise  which  has  been  kept. 
I  still  don't  know  why  Malcolm  came  to 
me;  I  was  then  a  very  junior  partner 
in  a  small  stock  brokerage  firm.  In  any 
event,  I  consented  and  my  first  con- 
tribution appeared  Dec.  1,  1950. 

Twenty  years  is  a  long  time  by  any 
standard.  When  I  began  I  was  in  my 
forties, and  I  can't  remember  how  many 
times    the    picture    at    the    top    of    this 

page  had  to  he  changed  as  the  years 

by.  Now  I  belong  to  the  old  gen- 
eration which  sometimes  finds  i'  clil 
ficult  not  only  to  keep  up  with  new 
industrial  technologies,  but  also  to  un- 
derstand the  modern  investment  phi- 
losophy of  my  younger  colleagues. 

Weigh  Every  Word 

Having  to  meet  a  deadline  twice  a 
month  is  not  pure  joy.  There  are  times 
when  it  becomes  a  chore  to  produce 
an  article  which  subscribers  should 
find  interesting,  informative  and,  per- 
haps, helpful.  More  than  once  I  have 
asked  tmself  why  I  submit  myself  to 
the  bimonthly  ordeal  of  trying  not  to 
make  a  fool  of  myself  in  public.  How- 
ever, over  the  years  I  came  to  value 
the  discipline  of  having  to  think  clear- 
ly, reach  conclusions  and  express  my- 
self as  unambiguously  as  possible.  One 
also  becomes  aware  of  a  responsibility 
to  a  very  large  readership,  many  of 
whom  have  come  to  trust  your  judg- 
ment. You  learn  to  weigh  every  word 
in  order  not  to  be  misunderstood  and 
not  to  mislead  anyone.  You  also  have 
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to  be  careful  not  to  offend  the  read- 
ers' political,  social  or  economic  sen- 
sibilities without,  however,  avoiding 
the  issues  or  being  wishy-washy. 

As  we  know  all  too  well,  there  are 
occasional  long  stretches  of  time  when 
one  would  like  to  close  up  shop  and  go 
away  for  a  year  or  so.  How  often  and 
with  how  many  variations  can  you  say 
that  you  don't  like  what  is  going  on  in 
the  stock  market,  that  investors  should 
be  extra-cautious  and  that  traders  bet- 
ter pull  in  their  horns.  Not  only  does 
this  tend  to  make  dull  and  repetitious 
reading,  but  most  people  are  optimists 
and  they  think  the  columnist  is  talk- 
ing the  market  down. 

Public  interest  in  investing  has 
grown  enormously  in  the  past  20  years. 
It  is  indicative  that  the  circulation  of 
Forbes  increased  more  than  six- 
fold during  this  period— I rom  around 
1 00,000  to  over  025,000  at  present. 
In  1950  the  stock  market  was  just  be- 
ginning to  emerge  from  the  doldrums 
of  the  late  Forties.  Despite  the  Korean 
War,  which  looked  rather  ugly  at  the 
time,  the  DJI  finally  reached  a  new 
high  at  235  towards  the  end  of  that 
year.  This  was  the  origin  of  the  great 
bull  market  of  the  1950s  and  1960s. 
It  had  taken  two  decades  just  to  get 
back  to  the  level  of  1930  and  it  re- 
quired another  four  years  to  top  the 
1929  peak  of  386  in  the  Dow. 

Even  though  there  have  been  many 
anxious  and  unprofitable  periods  (lur- 
ing the  past  two  decades,  particularly 
the  last  two  years,  it  is  obvious  that 
the  holder  of  good  common  stocks  has 
fared  quite  well.  With  an  appreciation 
of  about  230%  even  in  the  somewhat 
stodgy  DJI,  he  beat  inflation  by  a  com- 
fortable margin  and  earned  a  lair  re- 
turn. On  the  other  hand,  the  experi- 
ence of  the  ultraconservative  investor 
who  bought  bonds  is  almost  too  grue- 
some to  relate.  One  example  should 
suffice:  In  1950,  the  New  Jersey  Bell 
Telephone  Co.  offered  2%%  40-year 
debentures  (rated  triple  A)  at  102/2. 
Recently  these  bonds  have  been  selling 
below  50.  Need  more  be  said? 

Trying  to  fathom  the  vagaries  of  the 
market  and  selecting  stocks  which 
serve  the  investor  well  will  remain  a 
continuing  challenge,  and  I  look  for- 
ward to  it.  Meanwhile,  I'll  begin  my 
'  21st  year  at  Forbes  with  a  vacation 
and  I'll  skip  the  next  column.  ■ 
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Possibly 

Personal 

Investment 

Counsel 

can  benefit  you. 


Has  your  investment 
progress  in  the  last  five 
years  moved  you  satisfacto- 
rily toward  your  objective 
of  making  your  financial 
future  significantly  more 
comfortable  and  secure? 

If  it  has,  stick  to  your  plan! 
Do  not  let  us  or  anyone  else 
influence  you  to  change. 

However,  if  some  mutual 
funds  or  stocks  have  treated 
you  poorly,  and  if  time  is 
rolling  along,  yet  your  cap- 
ital and  income  are  not 
building  up  as  you  hoped 
tor... this  may  not  be  your 
fault  at  all. 

Possibly,  private,  personal 
investment  counsel  can 
help! 


"Personal 
Investment  Counsel" 

If  you  invest  $10,000  or 
more  and  you  would  like 
to  look  into  what  personal 
investment  counsel  might 
do  for  you,  ask  for  a  com- 
plimentary copy  of  this 
48-page  book.  It  describes 
specific  principles  of  man- 
aging money  by  modern, 
business  management 
methods. 

(When  you  write  you  may 
wish  to  list  the  mutual 
funds  and  securities  you 
own  now.) 


Mansfield  Mills  Inc. 

Personal  Investment  Counsel 

Investment  Adviser  Since  1938 

7918  Ivanhoe  Ave. 

(P.O.  Box35l)Dept.2-12C 

La  Jolla,  Calif.  92037 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


1970— Year  Of  Transition 


For  the  past  several  months,  this  col- 
umn has  been  stubborn  on  two  points: 
1)  that  a  bear  market  ended  at  last 
May's  panic  lows,  and  2)  that  a  lot  of 
base-building  would  be  necessary, 
technically  speaking,  to  provide  a  firm 
foundation  for  a  new  bull  market.  At 
last,  however,  in  wrapping  up  my  ar- 
ticle for  the  Nov.  15  issue  of  Forbes, 
I  felt  compelled  to  say  that  this  new 
long-term  base  structure  should  be 
about  complete.  If  I  am  right,  the  time 
is  here  for  even  the  most  conservative 
common  stock  investor  to  become 
more  enterprising. 

Of  course,  I  can't  prove  to  you  that 
I'm  right.  But  it  seems  pretty  plain  to 
me  that  the  chain  of  events  ever  since 
the  start  of  1970  has  grown  steadily 
stronger  in  support  of  rising  prices. 
Perhaps  the  best  way  to  sum  it  up  is 
to  emphasize  the  contrast  with  1969. 
Starting  just  about  two  years  aj 
"eTal  monetary  allll  fiscal  policies— to 
my  mind,  chief  determinants  of  the 
stock  market's  major  trend— were  shift- 
ing course  for  the  express  purpose  of 
disinflating  the  economy  and,  along 
with  it,  the  overall  level  of  common 
stock  prices.  •> 

Tbpn|   gnitp  <^rly   this 


_year1  mone- 


tary policy   departed   from  -acute  re- 
straint and  turned  in  the  direction  of 


mjoderate  ease,  i  nough  this  switch 
was  clearly  apparent,  investors  re- 
mained skeptical  and,  last  spring,  pan- 
icked in  the  mistaken  notion  that  a 
new  credit  squeeze  was  in  the  making 
and  that  a  financial  crisis,  complete 
with  a  wave  of  major  bankruptcies 
and  a  deep  downturn  in  business  gen- 
erally^^was  imminent. 

"eats'  were  allayed  during  the 
I  summer  as  investors  came  to  their 
senses  and  realized  that  the  Federal 
|Reserve  Board  had  both  the  determi- 
nation and  the  ability  to  forestall  a  col- 
[larjse^of  the  money  market.  Quite  lr. 
ically,  the  major  stock' price  averages 
recovered  just  about  all  the  ground 
lost  in  the  preceding  panic.  But  when, 
by  early  October,  the  Dow  Jones  in- 
dustrials had  climbed  back  into  the 
780-790  range,  many  investors  start- 
ed to  worry  all  over  again,  this  time 
lest  the  economy  refuse  to  pull  out 
ol  ils  recession  even  after  the  end  of 
General    Motors    strike— mainly, 
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perhaps,  for  lack  of  adequate  stimulus 
from  Washington. 

Since  then,  however— and  especial- 
ly since  Election  Day— the  Administra- 
tion has  been  stressing  its  determina- 
tion to  reduce  joblessness  as  close  as 
possible  to  the  "full  employment"  level 
by  mid-1972,  in  time,  one  may  par- 
donably suspect,  for  the  next  Presiden- 
tial election.  To  achieve  this  goal,  the 
economy  would  have  to  expand  from 
current  levels  at  rates  approaching 
boom  proportions,  and  many  observ- 
ers question  that  things  will  or  should 
get  that  hot. 

But  if  the  objective  is  to  be  merely 
approximated,  fiscal  and  monetary 
policy  may  have  to  remain  supportive 
during  most  of  1971,  which  could 
scarcely  be  bad  for  common  stock 
prices.  And  it  will  probably  be  at 
least  six  to  nine  months  before  there 
could  be  convincing  evidence  that  the 
effort  might  be  unsuccessful.  So,  for 
much  of  the  coming  year,  the  thrust 
of  power  should  favor  higher  stock 
prices  in  about  the  same  way  that  it 
made  for  lower  stock  prices  in  1969. 

An  Uptrend  in  '71 

/  Seen  in  this  perspective,  1970  was 
(  a  year  of  transition  for  the  stock  mar- 
\  ket,  from  major  downtrend  to  major 
(^ujptrend.  To  the  technical  analyst,  this 
sort  of  transition  is  represented  by  the 
base-building  process.  If  you  look  at 
this  process  on  the  1970  chart  of  the 
Dow,  you  can  easily  recognize  the  un- 
folding pattern  of  what  looks  like  a 
typical  "inverted  head-and-shoulders" 
base.  The  left  shoulder  materialized 
between,  roughly,  Dow  740  and  800 
during  January- April;  the  head,  in  the 
May-August  period,  between  740 
and  630;  and  the  right  shoulder,  in 
the  740-790  range  since  September. 

With  support  from  the  decisive 
power  center,  it  seems  necessary  to  as- 
sume that  the  next  significant  swing  in 
stock  prices  will  complete  this  base 
structure  by  carrying  the  Dow  into  the 
800-850  range.  According  to  almost 
any  technical  standard,  it  would  then 
be  possible  to  envision  major-trend 
highs  near,  even  above,  1000.  It  might 
take  more  than  a  year  before  these 
projections  could  be  realized,  but  even 
if  they  are  only  approached  in  1971, 
good  percentage  gains  should  accrue 
for  a  majority  of  common  stocks.   ■ 
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WALL  STREET  VIEW 

By  Charles  Rolo 


Pollution  Of  The  Economy 


Allow  me  to  climb  on  a  soapbox  and 
say  a  few  words  about  a  form  of  pollu- 
tion no  less  dangerous  to  the  general 
welfare  than  pollution  of  the  environ- 
ment. I  refer  to  pollution  of  the  econ- 
omy through  wage  escalation. 

It  has  surely  not  escaped  readers  of 
Forbes  that  for  some  time  organized 
labor  has  simultaneously  contributed 
to  inflation  and  demanded  immunity 
from  it.  Not  only  have  union  negotia- 
tors held  out  for  settlements  which  arc 
patently  inflationary,  but  they  have 
often  built  into  them  provisions  for 
automatic  wage  adjustments  geared  to 
in  the  cost  of  living.  Thus  we 
have  a  coz)  situation  where  the  peo- 
ple helping  to  create  inflation  arc  mak- 
ir e  that  someone  else  bears  the 
burden  of  it. 

The  battle  a^amst  "(leiii:u»l  pull" 
inflationary  tones  has,  temporarily  at 
lFTlsl,  beTii  Hon.  une  clearcut  indica- 
liun  u!  (hi*  is  llie  low  level  of  plant 
utilization  (76.22  of  capacity  in  the 
third  quarter).  Hut  "cost  push"  infla- 
tionary forces  are  still  danueioush 
strong,  and  wane  escalation  is  current- 
ly tile1  most  IIHiJUU.nU  uf  jlleTTTT  As 
Argus  Research  has  so  aptly  observed: 
"The  U.S.  econom)  appears  to  be  in 
the  midst  of  a  'wage-wage  spiral,'  in 
which  a  big  boost  won  by  one  union 
becomes  the  target  for  the  next  union 
involved  in  a  bargaining  situation.  In 
major  wage  settlements  in  the  first 
half  of  1970,  the  average  wage  and 
benefit  package  amounted  to  an  in- 
crease of  9.7!?  a  year  over  the  life  of 
the  contract.  For  the  first  year  alone, 
however,  the  average  wage-benefit  in- 
crease was  14.6V  compared  with 
10.6%  in  1969." 

The  General  Motors  settlement  is 
an  ominous  example  of  the  wage-wage 
spiral  at  work.  By  removing  any  ceil- 
ings on  cost-of-living  wage  boosts,  it 
fully  protects  the  auto  workers  against 
inflation,  and  at  the  same  time  it  sets  a 
highly  inflationary  target  for  future 
union  negotiators  to  aim  at.  Among 
expiring  contracts  in  1971  are  those 
in  steel,  and  what  the  auto  workers 
got,  the  steel  workers  will  fight  for. 

Don't  misunderstand  me.  I'm  not 
suggesting  that  abuse  of  power  is  a 
sin  confined  to  labor  unions;  we  know 
it's  one  to  which  most  of  the  human 
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race  is  prone.  All  too  often  industry's 
pricing  policies  have  been  determined 
by  what  the  traffic  would  bear  rather 
than  by  anti-inflationary  piety,  and  in 
some  of  the  professions,  charges  have 
soared  at  least  as  steeply  as  union 
wages.  The  issue  is  not  one  of  com- 
parative morality  but  of  gritty  eco- 
nomic realities,  and  it  is  a  fact  that 
the  kind  of  wage  escalation  we  have 
experienced  is  not  only  inflationary  in 
itself,  it  also  intensifies  inflationary 
psychology  throughout  the  nation. 
Thus  the  long-term  implications  of 
the  GM  settlement  are  not  reassuring. 

A   Positive   View 

Over  the  near  to  intermediate  term, 
the  stock  market  should  derive  en- 
couragement from  the  prospect  of  a 
pickup  in  economic  activity  in  the 
early  part  of  1971.  Monetary  policy 
and  the  position  of  the  federal  budget 
are  moderately  expansionary,  and 
then  has  recently  been  a  further  eas- 
ing in  short-term  interest  rates.  The 
spurt  in  auto  production  following  res- 
olution of  the  GM  strike  will  have  a 
strong,  if  temporary,  impact  on  the 
economy.  The  improvement  in  resi- 
dential construction  should  continue. 
And  steel  users  will  be  stockpiling 
against  a  possible  strike  next  August. 

On  the  negative  side,  fourth-quar- 
ter earnings  reports,  in  many  indus- 
tries, are  likely  to  make  poor  reading. 
But  the  market  looks  ahead,  and  on 
balance  I  see  reason  to  believe  that 
(allowing  for  periodic  setbacks)  it 
should  be  able  to  sustain  a  moderate 
upward  bias,  with  rotating  leadership, 
over  the  months  to  come.  If  this  hy- 
pothesis is  valid,  a  good  many  stocks 
should  move  higher  over  the  inter- 
mediate term.  I  doubt,  however,  that 
a  major  bull  market  can  get  under 
way  until  it  is  clear  that  progressive 
pollution  of  the  economy  through 
wage  escalation  has  been  checked. 

As  a  follow-up  to  my  September 
column  on  CATV,  I'd  like  to  comment 
on  a  recent  full-day  conference  on 
cable  television  in  New  York,  orga- 
nized by  Quantum  Science  Corp.  In  a 
54-page  study  of  the  industry  (price 
tag:  $195),  Quantum  Science  has 
made  the  following  projections.  From 
1970  to  1980,  the  number  of  sub- 
scribers is  expected  to  rise  from  4.4 
million  to  28.5  million;  subscriber  fees 


from  $264  million  to  $2.2  billion; 
equipment  sales  from  $115  million  to 
$604  million.  By  1980  advertising  rev- 
enues, at  present  negligible,  might 
amount  to  $600  million  and  the  in- 
dustry might  be  deriving  close  to  $90 
million  from  various  services. 

Here,  stated  dogmatically  and  in 
brief,  are  some  of  the  tentative  con- 
clusions I  derived  from  the  confer- 
ence. 1)  No  decisive  action  will  be 
taken  on  the  recent  proposals  made  by 
the  Federal  Communications  Commis- 
sion until  the  seventh  commissioner  is 
appointed  to  that  body.  2)  The  FCC 
will  continue  to  feel  its  way  cautious- 
ly. It  remains  acutely  conscious  of  its 
dual  obligation  not  to  impede  techno- 
logical progress,  which  means  en- 
abling cable  television  to  grow,  and 
also  to  protect  the  broadcaster  from 
"unfair"  exploitation  of  his  material  by 
the  cable  operators.  3)  There  are  nu- 
merous areas  of  uncertainty  in  the 
current  regulations,  and  even  the  FCC 
doesn't  have  the  answers. 

4)  The  fight  between  broadcasters 
and  CATV  operators  will  be  ferocious 
(they  came  close  to  exchanging  blows 
at  the  conference).  5)  For  the  fore- 
seeable future,  CATV  will  remain  en- 
tertainment-oriented—the growth  of 
ancillary  services  will  be  slow  and  the 
industry's  "blue  sky"  communications 
possibilities  probably  won't  be  real- 
ized for  more  than  a  decade. 

6)  Successful  management  of 
CATV  will  call  for  the  same  talents 
as  in  broadcasting— entertainment  flair 
combined  with  hard-headed  business 
and  financial  savvy.  7)  The  CATV 
stocks— and  this  is  just  a  wild  guess- 
probably  won't  duplicate  the  history 
of  a  Xerox;  they're  more  likely  to  act 
like  a  new  breed  of  high-growth  utili- 
ties subject  to  growing  pains,  but  long 
term,  that  could  be  rewarding. 

I  commented  on  three  CATV  stocks 
in  September,  emphasizing  that  all  of 
them  must  be  regarded  as  highly  spec- 
ulative. Prefaced  by  the  same  caveat, 
here  are  some  notes  on  another  CATV 
company,  Cable  corn-General  (14), 
traded  on  the  Amex.  The  company 
serves  about  110,000  subscribers, 
principally  in  Colorado  and  California. 
Start-up  costs  and  other  problems 
caused  earnings  for  fiscal  1970  (ended 
Sept.  30)  to  decline  sharply  from  the 
44  cents  per  share  reported  in  fiscal 
1969.  However,  cash  flow  rose  from 
1969's  $1.26  a  share  to  an  estimated 
$1.55.  At  about  nine  times  estimated 
cash  flow,  the  stock  seems  reasonably 
priced  in  relation  to  other  CATV  is- 
sues. The  6/2%  convertible  debenture 
(a  $12.5-million  issue,  listed  on  the 
Amex)  looks  preferable  to  the  com- 
mon. It  was  recently  selling  at  around 
93  and  is  convertible  into  the  com- 
mon at  about  $14.75  per  share.   ■ 
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phelps 
dodge 

141st   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  52Vi<t  per  share  on 
its  capital  stock,  payable  De- 
cember 10,  1970,  to  stockholders 
of  record  at  the  close  of  busi- 
ness on  November  20,  1970. 

R.   D.   BARNHART, 

Treasurer. 
New  York,  N.  Y. 
November  4,  1970 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  127 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable  De- 
cember 14,  1970  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  November  30, 1 970. 


PETER  C.  SMITH 

Vice  President  and  Secretary 

Dated:  October  29, 1970 


S 


OWN  A  PROFITABLE 


a 


DELUXE  CAMPGROUND 

Become  a  successful  member  of  KOA,  the  largest 
international  system  of  deluxe,  family  camp- 
grounds. Cash  in  on  the  booming  leisure/recrea- 
tion business.  Over  50  million  Americans  are 
camping!  Modest  investment  brings  instant  cash- 
flow and  strong  earnings.  National  publicity  and 
advertising.  Proven  operating  methods.  Choice 
sites  still  available.  For  free  information  at  no 
obligation,  write:  Kampgrounds  of  America,  Inc., 
P.  O.  Box  1138-F,  Billings,  Montana  £9103. 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Tomorrow's  Banking  Giants 


Some  of  the  ambitious  projects  includ- 
ed in  the  plans  of  the  European  Com- 
mon Market  could  evolve  into  a  com- 
plete economic  and  commercial  union 
within  the  Community. 

Common  currency  is,  of  course,  a 
sine  qua  nan  for  this  plan,  as  is  a  uni- 
fication of  company  legislation  and 
monopoly  laws.  If  the  Community  is 
successful  in  bringing  these  plans  to 
fruition,  the  frontiers  of  today  will 
exist  in  the  future  as  a  political  curios- 
ity and  as  a  reminder  of  a  primitive 
era  in  the  past.  In  the  all-important 
flow  of  commerce  and  finance,  as  well 
as  in  the  availability  of  pools  of  capi- 
tal and  labor,  a  new  Utopian  entity 
will  exist. 

The  plans  lead  not  only  toward  this 
greater  integration,  but  call  for  an  en- 
largement of  the  base  of  the  Common 
Market  as  well.  Negotiations  are  cur- 
rently taking  place  to  include  the 
United  Kingdom  as  well  as  other 
smaller  but  nonetheless  important  ap- 
plicants for  membership  in  the  Com- 
munity. The  nature  of  the  Community 
is  thus  not  only  likely  to  be  more  in- 
tegrated and  leading  to  the  objective 
of  a  political  entity,  but  the  area  of 
integration  is  likely  to  grow  larger. 

Banks  fascinate  me;  I  am  fascinated 
by  the  role  they  play  in  the  develop- 
ment of  a  country's  finance  and  com- 
merce. I  have  frequently  referred  to 
German  banks  as  being  a  wonderful 
means  of  having  an  overall  diversified 
investment  in  the  entire  German  econ- 
omy. However,  German  banks  in  cer- 
tain respects  are  different  from  their 
American  or  British  counterparts.  They 
not  only  fulfill  the  function  of  de- 
posit and  savings  banks  through  their 
numerous  branches,  they  also  act  as 
investment  and  merchant  bankers,  as 
stockbrokers  and  issuing  houses,  and 
are  large  holders  of  equity  capital  for 
German  industry. 

It  is  easy  to  see  that  any  enlarge- 
ment of  the  Common  Market,  and  any 
closer  cooperation  among  its  mem- 
bers, will  benefit  the  entire  banking 
systems  of  the  countries  concerned, 
and  the  German  banks  in  particular. 
Greater  use  will  be  made  of  all  nor- 
mal commercial  banking  functions. 
The  scope  for  merchant  banking  and 
estmenl  banking  will  increase,  and 
the  industrial  portfolios  of  German 
banks  will  gain  in  value  in  proportion 


to  the  enhanced  financial  position  of 
the  business  community. 

'Largeness  is  an  obvious  benefit  in 
the  banking  business.  During  the  last 
15  years,  we  have  seen  bank  merger 
after  bank  merger  work  out  profitably 
in  the  U.S.,  and  among  the  large,  in- 
ternationally prestigious  Dutch  banks. 
Even  in  England  within  the  last  few 
years  mergers  have  taken  place,  in  at 
least  one  case  uniting  two  banks  which 
previously  were  classified  as  among 
the  "Big  Five."  The  shares  of  many 
of  these  banks,  though  not  readily 
available  in  the  U.S.,  could  be  studied 
with  a  view  to  future  appreciation. 

No  Commercial  Barriers 

The  increased  business  for  invest- 
ment and  merchant  banking  which 
would  materialize  from  Common  Mar- 
ket integration  can  probably  be  han- 
dled with  existing  facilities.  Merchant 
banks,  by  their  very  nature,  are  geared 
to  international  operations.  However, 
a  revolution  could  well  take  place  in 
branch  banking,  inasmuch  as  today's 
national  frontiers  can  no  longer  serve 
as  economic  or  commercial  barriers. 
Thus  branch  banks  with  offices  in  the 
Common  Market  countries  may  well 
become  the  prime  beneficiaries  of  this 
new  order  of  the  day. 

This  is  no  doubt  the  prime  factor 
behind  the  recent  agreement  be- 
tween the  German  Commerzbank  and 
France's  Credit  Lyonnais.  Credit 
Lyonnais  is  the  second  largest  bank  of 
France,  but  its  ownership  rests  with 
the  French  government  and,  conse- 
quently, it  has  never  been  reviewed 
in  this  column.  Commerzbank  is 
publicly  owned,  is  the  third  largest 
bank  in  Germany  and  its  investment 
and  banking  functions  are  almost 
equally  divided  in  importance.  A 
merger,  obviously,  could  not  take 
place,  as  one  is  owned  by  government, 
but  the  scope  envisaged  for  future 
cooperation  is  very  great  indeed.  For 
all  practical  purposes,  resources  and 
know-how  will  be  fully  pooled  to  cre- 
ate a  giant  banking  system  serving 
France  and  Germany,  currently  the 
two  most  important  members  of  the 
Common  Market  Community. 

This  step  makes  one  wonder  what 
the  future  holds  for  European  bank- 
ing in  general.  If  the  proposed 
schemes  for  unified  laws  and  currency 
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THE  INSIDER'S 
GUIDE  TO 


Find  out  where  you  get  the  most 
and  the  least  for  your  money 
in  the  new  advertisingless 

Forbes  Magazine's 
RESTAURAKT  GUIDE 

Forbes  Magazine's  editors  (incognito  of 
course)  taste-test  food  at  5  to  6  New  York 
restaurants  every  week  and  bring  you  their 
confidential  ratings  in  the  most  candid  re- 
views ever  published.  A  new  generation  of 
New  York  restaurants  has  opened  its  doors 
while  you  probably  are  still  patronizing  the 
old  haunts.  Of  the  159  restaurants  reviewed 
in  the  first  6  months  of  publication  only  2 
rate  four  stars— the  highest  accolade.  As  soon 
as  you  become  a  paid  Charter  Subscriber, 
we'll  send  you  the  complete  six-month  index. 
Test  4  Issues  Free  in  the  meantime,  we'd 
like  you  to  sample  4  issues  absolutely  FREE 
so  you  can  see  for  yourself  what  an  important 
business  and  social  asset  FORBES  MAGA- 
ZINE'S RESTAURANT  GUIDE  can  become. 

Try  it,  if  you  enjoy  it,  value  its  advice,  do 
nothing.  We'll  bill  you  for  a  year's  subscrip- 
tion (52  issues  covering  over  250  restau- 
rants) at  the  special  "Charter  Subscribers" 
rate  of  only  $24— a  saving  of  33%%  over  the 
regular  annual  rate.  This  way  you'll  be  sure 
of  uninterrupted  service.  If,  however,  you  de- 
cide the  guide  is  not  for  you,  drop  us  a  line 
telling  us  why— your  fourth  issue  will  be  the 
last  you  will  receive  and  you  won't  owe  us  a 
cent.  Fair  enough? 

Just  return  this  ad  with  your  name  and 
address  to  Dept.  R-0141,  Forbes  Magazine's 
Restaurant  Guide,  60  Fifth  Ave.,  New  York, 
N.  Y.  10011.  Check  here  □  if  you  prefer  to 
send  $24  now  for  a  full  year's  service  (52 
issues)  and  receive  by  return  mail  complete 
6  months  index  rating  159  restaurants  and 
handsome  binder.  Full  refund  if  not  satisfied. 


K 

Bob  Cousy 

can  do  it, 

so  can  you, 


Bob's  a  Big  Brother. 

Each  week,  he  spends  a  little 
time  with  a  fatherless  boy. 

America  has  a  million  and  a 
half  boys  who  need  a  man  for  a 
friend. 

One  man.  One  boy.  Man  to 
man.  That's  Big  Brothers. 

Call  your  local  Big  Brothers 
agency  and  spend  a  little  time 
with  one  of  the  boys. 


should  materialize,  there  would  be  an 
obvious  scope  for  mergers  between 
large  European  banks,  including  Brit- 
ish, if  the  enlargement  of  the  Commu- 
nity should  take  place.  The  future 
could  well  hold  unifications  of  such 
prestigious  entities  as,  say,  Banco  da 
Roma,  Westminster  Bank,  Amsterdam- 
Rotterdamsehe  Bank  and  Societe 
Generale,  just  to  speculate  on  one  pos- 
sibility. This  is  looking  well  into  the 
future,  but  if  my  main  suppositions  of 
further  unification  and  the  enlarge- 
ment of  the  Community  should  prove 
to  be  correct,  this  is  a  distinct  prob- 
ability. Perhaps  it  is  too  early  to  begin 
to  study  the  investment  possibilities  of 
Europe's  principal  banks,  especially  in 
view  of  the  fact  that  in  most  cases  a 
purchase  would  entail  the  interest 
equalization  tax.  But  it  is  a  study 
which  might  prove  very  rewarding 
for  use  in  the  future. 

Most  of  the  banks  concerned  have 
shares  which  are  traded  on  the  nation- 
al stock  markets.  In  England  the  large 
banks,  such  as  Westminster  Bank, 
Lloyds  Bank  and  Barclays  Bank,  en- 
joy a  good  market  on  the  London 
Stock  Exchange.  And  reasonably  ade- 
quate financial  information  is  avail- 
able on  these  issues.  Some  of  the  large 
merchant  banking  houses  have  be- 
come publicly  owned,  and  the  shares 
of  such  companies  as  Hambros, 
Schroders  and  Brown  Shipley  can 
now  be  purchased  on  the  open  market. 

Some  of  the  French  banks  are  still 
publicly  held.  In  Belgium  as  well  as  in 
Holland  leading  banks  are  traded  on 
the  exchanges,  though  information  on 
them  is  not  readily  available.  More 
information  is  available  on  the  Dutch 
banks  than  on  the  Belgian,  French  or 
Italian.  The  banks  of  these  countries 
have  broader  functions  than  those  of 
the  English  banks  but  none  are  as  di- 
verse as  the  German  banks. 

For  fhe  Future 

For  the  more  distant  future  one 
could  go  further  afield.  Sweden,  for 
example,  has  two  banks  which  are  not 
only  all-important  for  her  domestic 
banking  needs,  but  are  also  important 
in  international  banking.  These  are 
Svenska  Handelsbank  and  Svenska 
Enskilda.  The  major  Swiss  banks— the 
Union  Bank,  the  Credit  Suisse  and 
Swiss  Banking  Corp.— are  giants  in  ev- 
ery category.  Their  stocks  are  traded 
on  the  various  Swiss  stock  exchanges, 
but  it  is  never  easy  for  American  in- 
vestors to  buy  into  Swiss  corporations. 

The  big  problem  as  far  as  U.S.  in- 
vestors are  concerned  is  that,  with 
very  few  exceptions,  these  issues  are 
not  available  in  America  as  Ameri- 
can-owned shares,  and  any  new  com- 
mitment would  naturally  include  the 
interest  equalization  tax.  ■ 


Is  your  objective 

investment  in  quality 

stocks  with  long-term 

growth  prospects? 

Have  you  looked  at 

Niagara  Share's 

record  ? 


Niagara  Share  Corporation  is 
a  diversified  closed-end  in- 
vestment company,  listed  on 
the  New  York  Stock  Exchange. 
The  Corporation's  policy  is  to 
invest  in  equities  of  com- 
panies whose  earnings  are  ex- 
pected to  grow  faster  than  the 
economy,  with  long-term  gain 
in  capital  and  income  the 
objective. 

Ask  your  broker  how 
Niagara  may  be  purchased  at 
regular  stock  exchange  com- 
missions or  write: 


Nil 


NIAGARA  SHARE 
CORPORATION 

70  Niagara  Street 
Buffalo.  NY.  14202 


Please  send  me  your  latest  reports 

Name 

Address 

City 


.State. 


-Zip. 


^llilllllilllMIIIIIIHIIIIIIiill.illlillllillljy!,  |l|IIIIMII:illlHllilllll|l::lll,ll:llllllll;illilllllllllll!iJllllllilll|:JII:l^ 

I  WARRANTS \ 

move  faster  and  further  than  any  other  type  of  s 

g     security— both  up  and  down.  Thus,  in  previous  = 
§      years,   General   Tire  &  Rubber  Warrants  moved 

from  4V4  to  206  and  United  Air  Lines  Warrants 

from  4'/i  to  126  amid  a  host  of  similar  ei- 
§  amples,  while  a  Martin-Marietta  Warrant  skid- 
s'     ded  from  46%   to   14%   with  plenty  of  down-  j§ 

side  company.  Since  the  outstanding  leverage  g 

g     of  Warrants  is  indisputable,  and  since  the  num-  g 

=     ber  of  actively-trading  Warrants  is  growing  rap-  5. 

idly— 286  currently  that  you  should  know  about  g 
1     —with   more  top-tlight  companies  issuing  War-  = 
1     rants;   A.T.&T.,  Atlantic  Richfield,  Gulf  &  Wes-  g 
g     tern,  Loew's,  Mobil  Oil,  etc.— you  should  know 
g     what  Warrants  are,  which  Warrants  trade  in  to- 
ll    day's  market,  and  the  basic  rules  for  recogniz-  g 
g     ing  opportunities  in  Warrants  (and  dangers)  when  g 
g     they  occur.  g 
g     The  R.H.M.  Warrant  &  Stock  Survey  +  Stocks  s 
g     Under   10,   is  one  of  the  largest  and  most  re- 
g     spected    investment   services   covering   the   War- 
g     rant  field,   with  more  than  two  decades  of  ser-  | 
B     vice  to  investors  under  the  editorship  of  Sidney 
g     Fried,  a  name  associated  with  the  Wanants  field  § 
g     in  every  financial  center  of  the  western  world,  g 
g      Let  us  tell  you  how  our  service  approaches  devel-  g 
m     oping  opportunities  in  Warrants,  in  the  general  g 

stock  market,  and  in  "Stocks  Under  10".  There  g 

1      is  no  obligation,  and  there  is  no  cost  for  this  p. 

g     valuable  information,  yet  it  could  mean  a  great  jj 

g     deal   to   you   in   the  active   markets  ahead.   For  g 

your   free   copy,    send   today  to  Warrants,    Dept.  g 

F-813,    R.H.M.    Associates,    220    Fifth   Avenue,  ■ 
g      New  York.  N.Y.,  10001. 
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The  Funds 

New  Push  for 
an  Old  Product 


Denver-based  Founders  Mutual 
Fund  was  founded  32  years  ago  by 
Lowell  ().  Collins,  and  remains 
unique  to  this  day.  The  reason? 
Founders  has  no  management  con- 
tract and  therefore  can  charge  no 
management  fee.  A  mutual  lund 
without  management?  That's  right: 
There  is  nothing  to  manage  because 
ils  portfolio  is  fixed.  So  Founders 
makes  do  with  a  sales  organization 
and  a  trustee,  the  First  National 
Bank  ol  Denver. 

Founders  operates  on  the  "pru- 
dent-man rule"  ol  dollar-cost  aver- 
aging. As  money  comes  in  through 
the  sale  ol  shares,  it  is  invested  in 

equal  dollar  amounts  in  each  "I  its 

10  slocks.  The  theory  is  this: 
Through  dollar  averaging  you  get 
I  ewer  shares  when  prices  are  high, 
more  shares  when  prices  are  low 
and  a  beltcr-than-average  price  on 
\oiii  long-term  investment.  Assum- 
ing, ol  course,  the  market  trend 
over  the  years  is  up. 

(ollins  started  Founders  when 
the  U.S.  was  emerging  from  the 
depths  ol  the  Great  Depression.  He 
found  I'.S.  investors  irrational:  "I 
witnessed    all    those    people    who 

wanted  to  bu\  slocks  when  the 
price  was  high  and  not  when  they 
were  cheap.  1  wanted  to  help  them 

prepare  lor  the  long  term.  II  people 

were  going  to  provide  lor  the  edu- 
cation of  their  children  and  lor  re- 
tirement, thej  were  going  to  have 
to  lake  a  different  approach  to  in- 
vestment." (  ollins  reasoned  that  il 

he  invested  in  a  broad  list  ol  care- 

lullv  selected  blue  chip  slocks,  the 
investoi  would  achieve  the-  maxi- 
mum growth  with  a  minimum  of 
risk  tlnougli  diversification. 

Il  look  (  ollins  years  to  com  incc 
peopleof  this.  "The)  felt  there-  must 

be  something  wrong  with  the  meth- 
od ol  dollar-cosl  averaging— it  was 

too  easy."  \  sum  ..I  $10,000  in- 
vested in  1939  would  todav  he 
worth  $179,414.  Since  the  liisi  n| 
the  vc.h  Founders  is  dow n  onl) 
()'.  while  the  average  mutual  lund 
is  down    Hi',.   Currentl)    the  lund 

has   S|Nl)  million   in   assets,  and   so 

far  this  year  its  sales  have  exceeded 
redemptions. 

(ollins  feels  the  lund  still  serves 
its  purpose  "The  market  was  roar- 
ing   in    1967-68,"    recalls    ('ollins 


Brody  of  Downe 


Collins  of  Founders 


"And  people  were  buying  the  con- 
glomerates at  50  to  60  times  earn- 
ings, and  they  got  clobbered.  The 
fund  makes  more  sense  to  me  than 
using  a  crystal  ball.  The-  powers  on 
high  haven't  given  me  the  ability  to 
see  the  future,  so  dollar-cost  invest- 
ing eliminates  the  timing  problem." 
Last  August,  Collins,  now  70,  sold 
out.  The  buyer  ol  Founders  Mu- 
tual Depositor  Corp.— which  now 
owns  three  conventional  funds  as 
well  as  Founders— was  an  uncon- 
ventional one,  Downe  Communica- 
tions. It  owns  radio  stations,  CATY 
svsleins  as  well  as  consumer  maga- 
zines with  a  total  circulation  ol 
well  over  50  million  a  month. 

How  ne's  boss,  Edward  R  Downe, 
brought  in  Eugene  Brody  from  the 
private  investment  companj  AAV. 
[ones  to  !>e  chiel  executive  officer 
of     Founders     Mutual     Depositor 

Corp.  Savs  Brody  :  "The  principle 
ol  dollar-cost  investing  must  work 
for  (la-  investor.  So  far  it  has  worked 
for  the  past  30  years."  Brody  ad- 
mits, however,  that  "Those  stocks  ol 
the  next  30  years  ma)  not  be  those 
ol  the  past  30.  And  we've  talked  a 
lot  about  changing  Founders'  blue- 
chip  portfolio— we  have  17  losers 
out  ol    10."    (Some  blue  chips  like 


U.S.  Steel,  du  Pont,  Air  Reduction 
and  Union  Carbide  look  a  bit  laded 
to  Brody  now.) 

Changes  in  the  portfolio  aside, 
Brody  has  big  plans  for  FMDC. 
He  has  changed  the  logo  and  has 
begun  advertising  all  lour  funds. 
Because  ol  the  Securities  &  Ex- 
change Commission  rulings,  Brody 
will  be  limited  in  what  his  ads  can 
sav .  The)  will  be  sold  through 
FMDC's  regular  mutual  fund  chan- 
nels—brokers and  dealers,  as  well  as 
its  1,000-man  sales  force. 

Why  should  a  publishing  firm 
want  a  mutual  lund?  Savs  Brody: 
"Downe-  is  different  Irom  most  pub- 
lishers." Unlike  McGraw-Hill  or 
Dun  &  Bradstreet,  Downe  is  a  mass 
merchandiser  which  can  reach  the 
public  through  ads  in  Downe-  pub- 
lications like  Ladies'  Home  Jour- 
nal (7.5  million  monthly  circula- 
tion ),  American  Home  (3.6  million 
monthly)  and  Family  Weekly  (cir- 
culation 8  million  weekly). 

Do  nionev  management  and  mer- 
chandising mix?  They  won't  have- 
to.  Downe-  and  Founders  will  con- 
tinue their  respective  operations. 
2,000  miles  apart.  Founders  will 
maintain  its  Denver  base.  Dow  ne's 
remains  in  New  York. 
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Deflated  Football 

The  bankruptcy  of  First  Devon- 
shire, a  member  firm  of  the  New 
York  Stock  Exchange,  has  big  im- 
plications for  mutual  funds.  So  far 
they  have  gone  unnoticed. 

First  Devonshire  was,  among 
other  things,  owner  of  Pendulum 
Investment  Management  Corp.,  ad- 
viser of  a  mutual  fund,  F-D  Capi- 
tal, assets  $1.2  million.  As  a  result 
of  the  bankruptcy.  Pendulum  is  no 
longer  adviser,  and  F-D  sharehold- 
ers cannot  redeem  their  shares.  The 
fund  cannot  calculate  its  net  asset 
value  per  share  because  it  does  not 
know  how  much  of  what  First 
Devonshire  owes  it— for  fund  securi- 
ties transactions— will  be  paid.  The 
only  hope  is  that  the  New  York 
Stock  Exchange  will  save  the  day. 

This  raises  the  whole  question  of 


ownership  of  mutual  fund  manage- 
ment companies  and  the  transfer 
of  mutual  funds  from  one  manage- 
ment to  another.  The  F-D  fund  has 
been  something  of  a  football.  It  has 
had  six  names  and  two  changes  in 
investment  policy  and  four  in  man- 
agement in  its  14-year  history.  Were 
the  fund's  stockholders  treated  fair- 
ly when  management  was  sold  to 
First  Devonshire  in  May  1970? 
Shouldn't  there  be  more  restrictions 
on  the  sale  and  transfer  of  mutual 
fund  managements?  These  issues 
have  already  been  raised  in  the 
lawsuits  and  proxy  fights  that 
blocked  the  sale  by  Dun  &  Brad- 
street  of  its  Moody's  Advisors  & 
Distributors,  Inc.  to  Vance  San- 
ders (Forbes,  Oct.  15). 

What's  at  stake  is  very  basic: 
Does  a  management  company  have 
the  right  to  sell  its  management 
contract  to  anyone  it  wants? 


Good  Packaging 


Its  gag  name  is  "The  Thundering 
Herd,"  and  Merrill  Lynch,  Pierce, 
Fenner  &  Smith  lived  up  to  its  name 
this  fall,  thundering  through  one 
of  the  most  successful  new  under- 
writings  in  mutual  fund  history  bj 
raising  SI 28  million  (after  commis- 
sions) for  Massachusetts  Income 
Development  Fund. 

Moreover,  Merrill  Lynch  did 
practically  the  entire  job  itself,  ac- 
counting for  some  95%  of  the  offer- 
ing while  the  other  54  underwriters 
sold  a  mere  $7  million  worth.  Given 
this  proof  of  its  ability  to  sell  a 
brand-new  tund,  it  took  little  fore- 
sight to  predict  that  Merrill  Lynch 
will  now  proceed  to  bring  out  its 
own  fund,  retaining  not  only  sales 
and  underwriting  commissions  but 
management  fees  too. 

George  S.  Bissell,  the  new  fund's 
president,  says,  "We  are  readying  a 
second  new  fund,  too— Massachu- 
setts Capital  Development  Fund. 
We  have  had  nothing  to  compete 
with  the  go-go  type  of  speculative 
funds  that  have  been  popular  in 
recent  years.  Our  new  capital  fund 
will  be  more  aggressive  than  our 
existing  growth  stock  fund,  which 
holds  stocks  of  substantial  quality." 

The  broader  spread  of  funds  will 
also  help  the  trustees  keep  some 
of  the  money  that  has  been  flowing 
away  from  the  Massachusetts  group 
through     redemptions     in     recent 


years.  People  who  invested  in  the 
growth  fund  when  they  were 
young,  for  example,  will  be  able  to 
switch  (for  a  small  fee)  to  the  new 
income  fund.  Young  people  who  in- 
herit shares  in  the  two  older  and 
more  conservative  funds  will  be 
able  to  switch  into  the  new  capital 
fund  when  it  is  launched. 

The  trustees  of  Massachusetts  In- 
vestors made  three  shrewd  deci- 
sions in  bringing  out  the  new  fund, 
the  third  started  by  the  group 
since  1924  when  they  launched 
the  first  U.S.  open-end  mutual 
fund.  First,  they  chose  Merrill 
Lynch  as  lead  underwriter.  Second, 
by  bringing  out  an  income  fund  now 
instead  of  a  more  speculative  capi- 
tal fund  (to  be  launched  in  the  fu- 
ture under  the  name  Massachusetts 
Capital  Development  Fund),  they 
launched  the  right  fund  at  the 
right  time,  just  as  investors  were 
shifting  their  portfolios  toward 
bonds  and  quality  stocks. 

Finally,  they  knew  how  to  take 
good  advice  on  packaging.  With 
the  help  of  Merrill  Lynch,  they 
changed  the  new  fund's  name  to 
Massachusetts  Income  Develop- 
ment Fund,  with  its  implicit  prom- 
is  of  growth  and  income,  from  far 
less  salable  MFS  Income  Fund. 

Moral:  There's  plenty  of  invest- 
ment money  around  for  those  who 
know  how  to  go  after  it.  ■ 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDinc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era 
One  Charles  Center, 
Baltimore,  Maryland 

Name 

Fund,  Inc. 

Dept.  C 

21201  (301)  539-1992 

Address 

City 

State 

7\n  C.nria 
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Put  FW's  68  years 
of  successful 
experience  to  work 
for  you  now 

Devoted  since  1902  to  giving  inves- 
tors the  facts  and  guidance  that 
point  to  sound  stock  values  in  every 
kind  of  market,  FW  and  its  Added 
Services  can  give  you  just  the  in- 
vestment help  you  need  to  make  the 
best  possible  decisions  regarding 
your  securities  now  and  in  the  cru- 
cial weeks  ahead.  Start  now  .  .  . 

Try  FW's  Comprehensive  Service  NOW 
on   this    Special    $6    Introductory    Offer 

YOU  GET  ALL  THIS:  (1)  Twelve  weekly 
issues  of  FW  (2)  Three  monthly  sup- 
plements of  "INDEPENDENT  AP- 
PRAISALS" (3)  Advice-by-Mail  Privi- 
lege each  week  (4)  The  $2.75  Twelve- 
Year  (1958-1969)  Stock  Record  Book. 

MONEY-BACK  GUARANTEE-lf  this  sounds 
like  $6  worth  of  tax-deductible  expense 
to  you.  just  send  payment  with  your 
name  and  address  to  Dept.  FB-121. 
Money-back  guarantee  if  not  satisfied 
within  30  days. 

FINANCIAL  WORLD 

Dept.  FB-121 
17    Battery     Place,    New    York,    N.Y.     10004 
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THIS  SPACE  CONTRIBUTED  BV  THE  PUBLISHER 

The 
cure  for  cancer. 

If  you  put 

up  the  money 

well 

put  up  the  brains. 

The  people  and  the  tools  it  will 
take  to  find  the  cure  for  cancer 
are  going  to  cost  a  lot  of  money. 
More  money  than  dimes  and 
dollar  bills  can  provide. 

It's  going  to  take  substantial 
contributions  to  do  the  job.  From 
people  who  are  in  a  position  to 
give  us  the  kind  of  help  we  need. 

And  that,  gentlemen,  is  why 
we're  talking  to  you  about  it.  , 

American  Cancer  Society  J\ 

Fight  cancer  with  a  checkup  and  a  check,  t® 


L 


Trends 

&  Tangents 

(Continued  from  page  10) 

Money  Dispenser 

Banks  have  always  made  it  easy 
to  put  money  in  after  banking  hours 
with  night  depositories;  now  a  Cal- 
ifornia bank  is  making  it  easy  to 
get  your  money  out.  A  24-hour 
cash  dispensing  machine,  designed 
by  American  Standard's  M osier  di- 
vision to  complement  its  closed- 
circuit-TV  teller  system,  has  been 
installed  outside  of  the  Surety  Na- 
tional Bank  in  Encino,  Calif.  Quali- 
fied bank  customers  can  make  a 
$50  withdrawal  at  any  time  by  in- 
serting a  specially  coded  bank  card 
in  the  machine. 

The  Electric  Sportsman 

Winter  sports  buffs  who  have 
trouble  taking  the  cold  need  not 
wait  for  the  St.  Bernard  with 
brandy  this  year.  Instead,  they  can 
buy  any  of  several  battery-heated 
or  ultra-insulated  products  designed 
specifically  for  skiing,  hunting,  hik- 
ing or,  inevitably,  shoveling  snow. 
Battery-warmed  mittens  and  socks 
have  been  around  a  while,  but  until 
now  they  weren't  adapted  for  in- 
dividual sports.  Examples:  mittens 
with  a  flap  for  the  trigger  finger; 
water-shedding  buckskin  outer  mit- 
tens for  skiing;  a  clip-on  battery 
for  ski  boots.  For  the  winter  sailor, 
there  is  a  vinyl  foam  coverall  to 
warm  the  wearer  naturally. 

Spreading  the  Risk 

When  General  George  Olmstead, 
chairman  of  the  International  Bank 
of  Washington,  switched  the  bank's 
annual  meeting  from  Beirut  to  Lon- 
don, it  was  because  the  Jordanian 
hijackings  were  still  hot  news.  Last 
month,  as  the  conference  ended 
and  30  International  Bank  execu- 
tives prepared  to  leave  London,  the 
General— a  former  Army  espionage 
expert— still  conscious  of  the  air 
piracy,  made  them  all  fly  back  in 
groups  of  twos  and  threes. 

Your  Money  or  Your  Life 

Concern  for  the  environment  has 
obviously  become  a  major  national 
problem  when  the  head  of  a  major 
oil  company  proclaims  publicly  that 
ecological  needs  must  take  prece- 
dence even  over  economic  growth. 
Said  Gulf  Oil  President  Bob  R. 
Dorsey  to  a  meeting  of  300  students 
and  faculty  members  at  Columbia 


University's  Graduate  School  of 
Business:  "The  concept  of  a  grow- 
ing economy  and  the  energy  sources- 
it  needs  seem  to  be  on  a  collision 
course  with  the  ecology  of  our  en- 
vironment. If  so,  something  has  to 
give— and  in  that  case  it  would 
have  to  be  the  growing  economy,  or 
we'd  all  be  committing  mass  sui- 
cide." He  hopes,  however,  that  con- 
trolled growth  can  ultimately  "bring 
*us  to  a  spaceman  economy  with 
waste-recycling  capabilities." 

Lost  Year's  Love 

Scientific  research  has  painted  it- 
self into  a  corner  financially,  says 
Dr.  Eli  Ginsberg,  Columbia  Univer- 
sity manpower  expert.  Congress  is 
withdrawing  its  support  from  ma- 
jor projects,  the  military  is  retreat- 
ing before  budget  cuts  and  the 
Administration  is  unenthusiastic 
about  research,  to  say  the  least. 
Dr.  Ginsberg  contends  that  scientif- 
ic leaders  aggravated  the  situation 
by  concentrating  in  past  years  on 
getting  large  government  giants  in- 
stead of  building  a  broad  base  for 
slower,  stable  research  expansion. 
Now  science  must  "compete  in  the 
political  arena  for  its  share  of  the 
.  .  .  resources."  The  size  of  this 
share,  Dr.  Ginsberg  says,  will  de- 
pend on  how  skillfully  the  scientists 
get  their  case  to  the  public. 

High-Powered  Teamwork 

The  latest  in  a  series  of  jointly 
developed  power  plants  is  undei 
construction  near  Centralia,  Wash. 
Financed  by  eight  public  and  pri- 
vate electric  utilities,  the  plant  will 
cost  more  than  $200  million  and 
have  a  generating  capacity  of 
1,400,000  kilowatts.  The  Centralia 
project  is  part  of  a  joint  develop- 
ment program  that  includes  five 
other  major  projects  in  the  Pacific 
Northwest.  By  participating,  a  com- 
pany bins  only  the  power  share  it 
needs  in  the  large  plant  but  still 
gets  the  economies  of  scale.  The 
companies  in  Centralia,  for  exam- 
ple, own  shares  ranging  in  size  from 
2.5X  to  47.5%. 

Now  /ou  See  It .  .  . 

International  Business  Machines 
(Forbes,  Not;.  1,  p.  9)  isn't  the 
only  top  U.S.  company  deftly  pass- 
ing over  a  so-so  profit  showing. 
Minnesota  Mining  &  Manufacturing 
announced  its  third-quarter  results 
with  a  press  release  headed,  "3-M 
Sales,  Earnings  at  Record  Highs." 
But  the  two-page  release  failed  to 
mention  that  there  had  been  a  de- 
cline in  pretax  earnings.   ■ 
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READERS  SAY 


(Continued  from  page  11) 

A  Disservice  Done 

Sir:  You  have  done  a  disservice  to 
the  many,  mam  well  trained,  conscien- 
tious government  servants  who  do  the 
correct  things,  despite  Mr.  Gilbert  Fitz- 
hugh's  [head  of  Metropolitan  Life]  blan- 
ket criticism  |  Fact  b  Comment,  Oct.  1). 

—Samuel  R.  Dows 
Albany,  Calif. 

Sir:  Your  characterization  is  not  ap- 
preciated. But  what  can  you  expect  from 
an  editor.  They're  all  stupid  clods. 

—George  W.  Gilbert 
Kensington,  Md. 

The  Facts 

Sir:  In  your  Nov.  1  issue  (Money 
Men),  Mr.  Harry  Helmsley  is  quoted  as 
saying  the  timing  of  the  Chase  Man- 
hattan Real  Estate  Trust  "was  good.  Mu- 
tual of  New  York,  on  the  other  hand, 
came  out  about  a  year  and  a  half  ago 
and  invested  significant  portions  of  its 
funds  at  8.5%  long  term,  and  it  is  doing 
poorly  in  the  market  as  a  result." 

The  facts  are  that  MONY  Mortgage 
Investors'  securities  were  first  offered  on 
Apr.  14,  1970,  the  day  the  AT&T  issue 
came  to  market.  The  subsequent  collapse 
of  the  bond  market  forced  postponement 
of  many  issues,  including  that  of  the 
Chase  mortgage  trust  which  reached  the 
market  on  June  4,  1970.  Secondly,  no 
long-term  commitments  were  made  at 
8%%.  Actually  over  $75  million  of  long- 
term  mortgage  commitments  have  been 
issued  with  none  under  Wl  and  the  av- 
erage well  over  10%.  In  practically  every 
instance  the  commitments  contain  provi- 
sion for  additional  participation  in  income 
over  the  interest  rate. 

—Allen  L.  Lindley 

Chairman, 

MONY  Mortgage  Investors 

Boston,  Mass. 

With  the  "E"  Please 

Sir:  Zsa  Zsa's  last  name  is  spelled 
GABOR. 

— SlMONE  D.  GOSSNER 

New  York,  N.Y. 
/  still  think  the  "e"  is  correct— MF. 


Correction 

In  our  story  on  H&R  Block  Inc. 
("Paper  Empire,"  Nov.  15)  there 
appeared  a  serious  typographical 
error.  On  page  20  we  said:  "Now, 
with  Eastman  Dillon,  Union  Securi- 
ties &  Co.  heading  the  offering 
group,  the  brokers  .  .  .  are  planning 
to  sell  another  600,000  of  their 
own  shares.  .  .  ."  The  copy  should 
have  read:  "The  brothers  are  plan- 
ning to  sell."  The  stock  in  question 
belongs  to  the  Bloch  brothers  and 
not  to  the  underwriters— Ed. 
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THOUGHTS . 


ON  THE 
BUSINESS  OF  LIFE 


He  that  passeth  a  winter's  day  es- 
capes an  enemy. 

—George  Herbert 


Any  use  of  a  human  being  in  which 
less  is  demanded  of  him  and  less  is 
attributed  to  him  than  his  full  status 
is  a  degradation  and  a  waste. 

— Norbert  Wiener 


There  is  no  work  so  rude  that  man 
may  not  exalt  it;  no  work  so  impassive 
that  he  may  not  breathe  a  soul  into 
it;  no  work  so  dull  that  he  may  not 
enliven  it.  —Henry  Giles 


Difficulty  is  the  nurse  of  greatness. 
—William  Cullen  Bryant 


Deep  snow  in  winter;  tall  grain  in 
summer.  —Estonian  Proverb 


A  great  man  leaves  clean  work  be- 
hind him,  and  requires  no  sweeper 
up  of  the  chips. 

—Elizabeth  Barrett  Browning 


All  the  discontented  people  I  know 
are  trying  to  be  something  they  are 
not,  to  do  something  they  cannot  do. 

—David  Grayson 


It  marks  a  big  step  in  a  man's  de- 
velopment when  he  comes  to  realize 
that  other  men  can  be  called  in  to 
help  him  do  a  better  job  than  he  can 
do  alone.  —Andrew  Carnegie 


No  man  so  good,  but  another  may 
be  as  good  as  he. 

—Thomas  Fuller 


If  you  would  be  accounted  great  by 
your  contemporaries,  be  not  too  much 
greater  than  they. 

—Ambrose  Bierce 


Gravity  is  the  very  essence  of  im- 
posture; it  not  only  mistakes  other 
things,  but  is  apt  perpetually  to  mis- 
take itself. 

—Anthony  Shaftesbuby 


As  a  madman  is  apt  to  think  him- 
self grown  suddenly  great,  so  he  that 
grows  suddenly  great  is  apt  to  bor- 
row a  little  from  the  madman. 

—Samuel  Johnson 


I  weigh  the  man,  not  his  title;  'tis 
not  the  king's  stamp  can  make  the 
metal  better. 

— Willi  \\t  WYCH]  hi  ^ 


B.  C.  FORBES 

Your  job  is  what  you  make 
it,  big  or  little.  No  job,  no  situa- 
tion, no  position,  no  office  can 
make  a  man  great.  It  is  not  his 
station  that  makes  a  man,  it  is 
the  man  icho  makes  his  station. 
Napoleon  was  not  great  be- 
cause he  was  dictator  of  Eu- 
rope. He  was  great— in  his  own 
unique  way— because  he  made 
his  job  great.  The  man  or  wom- 
an icho  humbly  but  deeply  re- 
alizes that  he  or  she  has  labored 
with  the  utmost  faithfulness  to 
attain  a  worthy  end  can  never 
be  a  real  failure.  Pressing  on  to- 
ward "the  mark  for  the  prize," 
not  the  prize  itself,  is  the  thing. 


Happiness  and  misery  depend  not 
upon  how  high  up  or  low  down  you 
are— they  depend  not  upon  these,  but 
on  the  direction  in  which  you  are 
tending.  —Samuel  Butler 


Blow  your  own  horn  loud.  If  you 
succeed,  people  will  forgive  your 
noise;  if  you  fail,  they'll  forget  it. 

—William  Featheb 


Great  men  never  feel  great;  small 
men  never  feel  small. 

—Chinese  Proverb 


He  is  great  who  can  do  what  he 
wishes;  he  is  wise  who  wishes  to  do 
what  he  can.  —August  Iffland 


The  game  is  the  thing.  The  wins 
and  losses  are  not  the  thing.  One  loses 
every  time  one  wins,  for  he  then  has 
no  game.  — L.  Ron  Hubbard 


Distinction  is  the  consequence,  nev- 
er the  object,  of  a  great  mind. 

—Washington  Allston 


Gravity  is  a  mysterious  carriage  ol 
the  body  invented  to  conceal  the  want 
of  mind.  —La  Rochefokm  id 


You  work  that  you  may  keep  pace 
with  the  earth  and  the  soul  of  the 
earth.  For  to  be  idle  is  to  become  a 
stranger  unto  the  seasons,  and  step 
out  of  life's  procession  that  marches  in 
majesty  and  proud  submission  toward 
the  infinite.  — Kahlil  GlBBAN 


A  Text . . . 


Sent  in  by  Mis.  John  !•'.  Baldwin, 
Vista,  Calif-  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 

presented   to  senders  <>i   text-. 

used. 


In   all  things  shewing   thyself  a   pal- 
tern  of  good  works:  in  doctrine  shew- 
ing uncorruptness,  gravity,  sincerity. 
—Titus  2:7 
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Udylite 

introduces 

:he  clean  water 

machine 


*  *  *.  ■* 


*** 


If  your  waste  water  contains  cyanide 
or  hexavalent  chromium,  this  new  ma- 
chine is  made  for  you.  It's  the  low-cost 
way  to  get  governmental  anti-pollution 
people  off  your  back.  And  keep  them  off. 

We  call  it  the  Udylite  Packaged  De- 
struction Unit.  It  can  "kill"  virtually  100% 
of  the  cyanide  or  hexavalent  chromium 
in  your  discharge.  Furthermore,  it's  the 
only  machine  on  the  market  with  the 
capacity  and  built-in  safeguards  to  keep 
your  discharge  stream  completely  free 
of  these  two  pollutants  100%  of  the  time. 
So  if  youreffluent  is  monitored,  you  never 
have  to  worry. 

Yet  it  sells  for  only  $1 5,750 ...  or  even 
less,  if  you  already  have  an  in-plant  pH 
control. 

If  you'll  mail  us  the  attached  coupon, 
we'll  send  you  the  whole  story  about  this 
new  "clean  water  machine."  And  a  free 
"Ecology"  tie  tack.  Just  to  remind  you  of 
the  one  sure  way  to  keep  your  effluent  in 
the  clear  on  water  pollution  . . .  Udylite  it! 

Udylite 

OXY  METAL  FINISHING  GROUP 
OCCIDENTAL  PETROLEUM    CORPORATION 

^> 


Mr.  James  L.  Clifford 
The  Udylite  Corporation 
Detroit,  Michigan  48234 

Sounds  interesting!  Please  send 
me  full  details  about  your  new 
Udylite  clean  water  machine. 

D   I'd  also  like  to  wear  one  of  your  bright, 


■C    ' 


■ 

new  "Ecology"   symbol   tie  tacks   as  evi- 
dence of  my  concern  for  our  quality  of  life. 

?               Name 

Title 

W5* 

Company 

Address 

City                                                            State 

Zip 

That  may  sound 
crazy,  but  Dr.  George 
Feeney's  crazy 
like  a  fox. 
Because  he  got  his 
way-that  computer 
exists. 

I'll  never  forget  that  day  I 
walked  into  his  office  and 
he  said:  "I  want  a  central  file 
you  can  access  from  anywhere 
in  the  country — or  Europe,  or 
the  whole    world." 

(Sure,  George,  who's  going  to  lay  a 
new  transatlantic  cable  for  us? 

"And"  he  continued,  "I  only  want  the 
customer  to  have  to  pay  for  a 
local  call." 

(That  had  to  be  a  put-on,  but  he's  the 
boss.  Did  he  have  any  ideas  on  how 
we  pull  this  off?) 

He  did. 

"Look,"  he  said,  "we've  already 
developed  the  world's  best 
communications  system  for  our 
Mark  II,  using  a  GEPAC-4020  central 
concentrator  hooked  to  the  GE-635. 
Let's  take  the  8  remote  concentrators 
that  tie  into  that  central  concentrator 
and  deploy  them  across  the  entire 
country. 

Then,  fan  out  a  whole  bunch  of 
multiplexers  from  each  one,  so  our 
customers  can  call  a  single  system  with 
a  local  telephone  number  from  every  major 
metropolitan  area." 

"You  get  it?",  he  said.  As  a  matter  of  fact 
we  didn't. 

So  he  drew  this  diagram. 


George  wanted 
to  build  a 

3,000  mile  wide 
computer 


Then  he  said,  "Do  it.  And  use  a 
satellite  to  get  to  Europe.  It'll  be 
the  Time-sharing  system  that 
only  EDP  people  can  love." 

We  did.  And  they  do. 

Oh,  yes  —  we  call  it  General 
Electric  Network  Service. 

And  EDP  men  across  the  country 
have  really  taken  it  to  their 
hearts.  They're  using  it  for 
inventory  control — all  kinds — 
from  auto  parts  to  reservations. 

They're  using  it  for  capital 
budgeting — with  multi-location 
input. 

They're  using  it  for  nationwide  sales 
reports. 

What  else  can  it  do? 

Beats  us.  It's  so  versatile,  new  applications 
spring  up  everyday. 


Somebody    looks    at    our    system 
their    requirements    and    off    they 
making  it  do  what  they  want. 


and 

go, 


And  George  says  it's  only 
the  beginning. 


&M*£^(M4*<><«± 


In  fact,  he 

just 

called 

and 

said     he    wanted    to 

talk 

about     a 

new 

idea 

for 

hooking 

two 

systems 

together 

for 

super 

reli- 

ability. 

b.    Here  we  go 

again. 

World  Leader 

In  Time-Sharing 

Service 


For  more  information,  write  Section  291-69A, 
General  Electric,  1  River  R<±,  Schenectady, 
N.Y.  12305. 


291-69A 


GENERAL 


ELECTRIC 
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Pitney-Bowes 
knows  you'd  settle 
if  you  could  just  meet 
the  right  copier. 


You've  been  through  them  all.  Wet 
and  dry.  Big  and  small.  Famous  and 
obscure. 

Your  first  experience— when  you  were 
barely  old  enough  to  make  copies  — was 
with  a  wet  copier.  And  you  soon  got  tired 
of  cleaning  up  the  mess. 

Along  about  then  you  met  a  nice,  seri- 
ous copier.  And  you  thought  "this  is  it." 
Until  the  copies  began  to  fade  and  turn 
brown. 

Then  you  went  through  a  "flashy" 
stage.  You  got  a  razzle-dazzle  copier,  bulg- 
ing with  exotic  features.  It  could  even  copy 
the  shirt  off  your  back.  As  it  turned  out, 
that's  what  it  was  costing  you  in  down  time. 

That's  when  you  decided  to  go  for 
broke.  You  brought  in  that  big  job.  "Over- 
kill." You  had  to  empty  out  an  office  to 
have  someplace  to  install  it.  Then  you 
worked  out  at  the  gym  at  lunchtime  to  try 
to  forget  what  all  this  was  costing  you.  But 
that  little  meter  going  click,  click,  click  all 
the  time  just  wouldn't  let  you  forget.  And 
the  day  the  copier  jammed  and  the  meter 
kept  clicking  — that  was  the  last  straw. 

So  where  does  a  guy  who's  a  little  out 
of  circulation  go  to  meet  a  nice  copier? 

You  don't  go  anywhere.  Just  stay  in 


your  office  and  we'll  bring  you  one. 

We'll  introduce  you  to  a  dependable, 
desk-top,  dry  electrostatic  copier.  One  that 
will  give  you  clean,  sharp  copies  every 
time.  One  that  can  cope  with  bumper-to- 
bumperoffice  traffic  without  breaking  down. 
A  copier  that  can  copy  either  side  of  a  two- 
sided  original  without  getting  see-through 
or  picking  up  erasures  and  whitened-out 
spots. 

A  Pitney-Bowes  Copier. 

And  we'll  let  you  use  it  for  several 
days,  free. 

If  it  sounds  like  Christmas  has  come 
a  little  early  this  year,  it's  only  that  we 
know  the  problem,  and  we  know  we  have 
the  solution.  And  this  is  the  best  way  we 
know  of  to  prove  it  to  you. 

The  only  thing  you'll  have  to  do  is 
decide  which  Pitney-Bowes  copier  you 
want.  We  make  five. 

One  is  a  light-duty,  sheet-fed  model, 
perfect  if  you  make  about  a  dozen  copies 
a  day.  It  can  also  turn  out  copies  at  the 
rate  of  15  a  minute,  if  you're  ever  in  a  rush. 

Our  other  four  models  are  heavy-duty, 
roll-fed  copiers,  that  can  turn  out  20  copies 
a  minute.  They  economize  on  paper  by 
making  copies  to  the  exact  length  of  the 


original.  One  makes  single  copies.  One 
has  automatic  feed  that  can  take  a  stack 
of  more  than  100  originals  and  do  the  feed- 
ing itself.  One  is  a  multi-copier  that  can 
make  up  to  ten  copies  from  any  original, 
And  one  is  a  multi-copier  that  can  copy 
things  1 1"  wide. 

All  Pitney-Bowes  copiers  come  with 
a  generous  guarantee  on  labor  and  defec 
tive  parts.  And  are  backed  by  a  nationwide 
organization  of  servicemen  who  know  what 
our  copiers  are  all  about. 

You'd  do  well  to  take  us  up  on  our 
offer. 

Once  you've  experienced  a  Pitney 
Bowes  copier,  you'll  be  through  playing 
the  field. 


jP  i  t  ney  -  B  owe  s 

COPIERS 


For  information,  write  Pitney-Bowes,  Inc..  1 798 
Crosby  Street,  Stamford,  Conn.  06904  or  call  one 
of  our  190  offices  throughout  the  U.S.  and  Canada. 
50  Years  of  Solving  Paper-Handling  Problems. 
Postage  Meters,  Addresser-Printers,  Folders 
Inserters,  Counters  &  Imprinters,  Scales,  Mail- 
Openers,  Collators,  Copiers,  Fluidic  Controls, 
Labeling,  Marking  and  Plastic  Card  Systems. 
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Side  Lines 


Inspiration  on  the  Penn  Centra/ 

We  are  often  asked:  "Where  does  Forbes  get  its  story  ideas?"  We 
always  give  the  same  answer:  "From  anywhere  and  everywhere."  We 
thought  you  might  like,  as  a  for-example,  an  account  of  how  and  why 
we  decided  to  feature  the  diaper  business  in  this  issue  of  Forbes. 

The  author  of  the  story  (and  of  the  idea)  was  Special  Reports 
Editor  Kenneth  Schwartz.  We'll  let  Schwartz  take  it  from  there: 

"I  was  riding  to  the  office  from  my  home  in  Princeton,  NJ.  and 
the  fellow  sitting  next  to  me  on  the  Penn  Central  train,  an  old  ac- 
quaintance, a  paper  executive,  was  talking  about  the  cover  story  in 
our  Nov.  15  issue,  the  one  about  home  furnishings. 


"We  got  to  talking  about  how  Forbes  does  stories  and  how  we  try 
to  focus  on  things  that  other  people  overlook.  He  said,  'Well,  there 
are  plenty  of  such  things.  Look  at  the  fantastic  growth  of  disposable 
diapers!'  I  said:  'Of  ivhat'? 

"  'Look,'  he  replied,  'nobody  really  knows  what  P&G  has  done  with 
that  product.'  That's  all  he  needed  to  say;  the  lights  started  flashing. 
I  remembered  a  story  I  had  done  at  Forbes  back  in  1963  that  talked 
about  P&G's  invasion  of  the  paper  industry  and  how  its  rivals  were 
perplexed.  I  reread  the  article  and  then  checked  our  library  for  news 
stories  about  disposable  diapers.  Almost  nothing! 

"And  yet  here  was  a  huge  new  market— as  I  studied  the  thing  it 
looked  more  and  more  like  a  full  $1  billion— and  the  business  public 
knew  almost  nothing  about  it." 

To  make  a  long  story  short,  Schwartz  and  Researcher  Nancy  Jen- 
nings went  to  work  and  produced  the  article  "The  Great  Diaper 
Rash,"  which  begins  on  page  24  of  this  issue.  The  whole  process, 
from  Schwartz'  commuting  conversation  to  the  closing  of  this  well- 
researched  piece  of  reporting  took  about  three  weeks.  ( In  case  you're 
curious,  Schwartz  has  two  young  children,  but  they  are  both  well 
past  the  diaper  age;  Nancy  Jennings,  though  married,  has  none. ) 

Anyhow,  that's  how  we  get  our  articles:  by  using  our  eyes  and  our 
ears  to  look  for  things  that  others  overlook.  Why  are  we  using  our 
eyes  and  ears  to  look  into  things  like  diapers  at  a  time  when  huge  so- 
cial problems  overhang  our  society?  Our  answer  is  that  if  you  think 
diapers  are  insignificant:  1)  You  haven't  had  any  babies  in  the  house 
lately,  2)  You  haven't  been  talking  with  the  big  paper  companies, 
several  of  whom  are  kicking  themselves  very  hard  for  letting  an  out- 
sider, Procter  &  Gamble,  beat  them  to  this  very  rich  market  and  3) 
Our  story  goes  into  considerable  detail  on  the  ecological  aspect  of 
the  development  of  this  industry.  ■ 


The 

helpful 
bank. 


We  can  stop  your  international 
banking  problems  before  they  start. 


Why  not  make  international  banking 
easy  for  yourself.  Let  the  Royal  help  you. 
We  have  the  experience,  facilities  and 
specialized  departments  ready  to  go  to  work 
for  you.  And  we  can  do  it  for  you 
anywhere.  We  can  give  you  accurate  credit 
information  .  .  .  get  you  in  to 
see  important  local  people  . . .  give  you 
financing  assistance  . . .  and  efficient 
collection  and  remittance  services. 
Why  don't  you  give  us  a  call . . .  and  see  how 
helpful  we  can  be! 

ASSETS  EXCEED 

ELEVEN   BILLION   DOLLARS 

THE  ROYAL  BANK  OF  CANADA 

New  York  Agency  68  Wil'iam  St.  10005  (344-1100) 

Chicago,  Dallas.  Los  Angeles 

Head  Office  Montreal.  Place  Ville  Marie 

Toronto.  20  King  St.  West 

Over  1300  offices  in  Canada  and  around  the  world 


IThe,, 
Royal. 

Canada's 

International 

Bank. 
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Trends 

&  Tangents 


BUSINESS 


Gas   Rationing? 

To  insure  that  existing  customers 
will  have  adequate  supplies  of  nat- 
ural gas  this  winter,  some  com- 
panies are  instituting  priority  lists 
for  new  gas  attachments.  Peoples 
Gas  in  Chicago,  for  instance,  now 
has  13,000  prospective  customers 
on  its  waiting  list,  mainly  private 
homes  and  apartment  buildings.  In 
other  areas,  such  as  New  York, 
regulatory  agencies  are  strongly 
urging  gas  companies  to  control 
the  number  of  new  customers  they 
take  on  until  more  gas  is  available 
for  their  old  customers. 

Long  Wait  Brings  Long  Weekends 

Though  passed  back  in  19fi8, 
Public  Law  90-363  will  finally  be- 
come effective  next  year  making 
\\  ashington's  Birthday,  Memorial 
Da) .  Columbus  Day  and  Veterans' 
Day  regular  three-day  weekends. 
Henceforth,  the  third  Monday  in 
February  (the  15th  in  1971)  will 
be  Washington's  Birthday;  the  last 
Mondav  in  May  (the  31st  in  1971) 
will  be  Memorial  Day;  while  the 
second  and  fourth  Mondays  in  Oc- 
tober (the  11th  and  25th  in  1971) 
will  be  Columbus  Day  and  Vet- 
erans' Day  respectively.  Previously, 
Labor  Day  (the  first  Monday  in 
September)  was  the  only  official 
'  \  acationette"  of  the  nine  legal  hol- 
idays. Christmas,  New  Year's  Day, 
Independence  Day  and  Thanksgiv- 
ing remain  unchanged. 

The  Big  Time 

Urethane  this  year  will  become 
the  sixth  plastic  to  pass  the  1-bil- 
lion-pound  production  mark.  Al- 
though still  only  one-fifth  the  size 
of  the  polyethylene  group,  ure- 
thane production  has  reached  a 
billion  pounds  in  just  15  years  and 
is  expected  to  double  again  in  the 
next  four.  Key  to  its  growth  is  the 
versatility  of  urethane  as  an  insula- 
tor in  many  forms,  from  building 
walls  to  refrigerators  to  winter 
clothing. 

$$$  for  Your  Thoughts 

Traditionally,  nearly  90%  of  cor- 
porate research   and   development  . 
results  were  filed  and  forgotten  as 
unusable.    But  now   a  market  for 
R&D  is  developing  among  compa- 


"^ 


nies  both  here  and  abroad,  espe- 
cially those  that  cannot  afford  their 
own  extensive  research.  Even  Rus- 
sia is  offering  a  few  licenses 
abroad,  apparently  in  hope  of  re- 
ciprocation. Some  companies,  such 
as  National  Cash  Register,  have 
created  separate  divisions  to  sell 
the  technology  that  has  broader 
uses  than  they  can  exploit.  Others 
prefer  to  hire  consultants  and  spe- 
cialty organizations  to  handle  the 
deals.  One,  Techni  Research  Asso- 
ciates Inc.,  publishes  a  gazette  de- 
voted to  transfer  information. 

Burn,  Bottle,  Burn 

A  new  plastic  pop  bottle  de- 
veloped by  a  subsidiary  of  Stan- 
dard Oil  of  Ohio  may  ease  the  ecol- 
ogists*  drive  to  get  people  to  take 
soda  bottles  back  to  the  store. 
Called  Barex  210,  the  new  acry- 
lonitrile-based  bottle  can  be  incin- 
erated without  producing  noxious 
gases.  Lighter  than  glass  and  al- 
most unbreakable,  it  can  be  priced 
competitively  with  existing  non- 
returnable  glass  bottles.  Although 
both  PepsiCo  and  Canada  Dry 
have  test-marketed  the  new  bottles 
successfully,  their  commercial  pro- 
duction is  still  said  to  be  over  a 
year  away.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


— _ 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


You  can  save 
through 
Oklahoma's 
link  to  the  sea. 

Oklahoma's  Port  of  Catoosa — near 
Tulsa  —  on  the  Arkansas-Verdigris 
navigation  system  will  open  soon. 
When  it  does,  it  will  provide  busi- 
ness and  industry  tremendous  sav- 
ings on  transportation  costs.  This 
new  link  to  the  sea  —  a  $1.2  billion 
project  — is  the  largest  ever  un- 
dertaken by  the  U.  S.  Corps  of  En- 
gineers. 

And  Oklahoma  offers  industry 
other  transportation  advantages. 
Two  interstate  highways  intersect  at 
the  heart  of  the  state  and  our  turn- 
pike system  furnishes  dramatic  evi- 
dence of  our  dynamic  economy. 
Four  major  airlines  serve  the  state 
and  six  railroads  utilize  more  than 
5,600  miles  of  track. 
Oklahoma's  central  location  pro- 
vides quick  access  to  major  mar- 
kets throughout  the  nation.  The  list 
of  transportation  benefits  goes  on 
and  on,  but  they  all  add^ 
up  to  more  profitable 
business  for  you. 
For  information, 
call  or  write  Jay  C. 
Casey,  Director, 
Industrial  Division. 

0KIAH0MA! 

^^"^H  Industrial  Development 
and  fjrk  Department 
500  Will  Rogers  Memorial  Building,  Suite  302 
Oklahoma  City,  Oklahoma  7310;,  (405)  521-2401 
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(In  a  confusing  world  of  good  and  bad 
cassette  recorders) 

You're  home 
with  Magnavox. 


Compare  us 

to  other  Cassette  Recorders: 

Ours  includes  a  superb  FM/AM  radio 

Battery  or  AC  operated.  Automatic  level  control 

2-track  for  playing  and  recording. 

Records  direct  from  radio  or  by  microphone. 

And  the  price  is  right. 

See  your  Magnavox  dealer  (Yellow  Pages). 


Every  executive  should  have  one! 


Here's  the  camera  that's  idea!  for  the  executive  because  you  can  take  perfect  pic- 
tures anywhere,  anytime  regardless  of  the  amount  of  light  available.  Any  meeting 
where  people  can  see  each  other  has  enough  light  for  this  amazing  camera. The 
compact  Olympus  35EC  does  it  all  automatically  and  electronically.  And  it  uses 
standard  35mm  film  so  you  can  get  enlargements  as  big  as  you  want.The  electronic 
system  is  so  sensitive  you  can  automatically  get  a  picture  from  candlelight  (without 
any  flash  attachment).  Under  $100.  See  a  demonstration  at  your  camera  dealer. 

The  OLYMPUS  35EC 

world's  smallest  electronic  35mm  camera 

Marketed  exclusively  in  the  USA  by  PonderScBest,  Inc.,1.1 201  West  Pico  Blvd..  Los  Angeles,  Calif  90064 


READERS  SAY 


Mistaken  Identity 

Sir:  Your  editorial  ("Like  the  Ele- 
phant") of  Nov.  15  would  seem  to  prove 
that  even  the  best  of  memories  can  be 
fallible.  We  were  amazed  to  read  that 
West* Virginia  Pulp  &  Paper  Co.  cut  off 
Forbes'  supply  of  paper  "at  the  first 
moment  it  could  legally  do  so  when 
World  War  II  controls  were  first  eased." 
Our  records  show  that  our  company  had 
not  been  a  supplier  of  Forbes  at  all  dur- 
ing the  19-year  period  between  1929 
and  1949.  We  did  have  a  fine  relation- 
ship with  Forbes  from  1917  to  1929, 
12  years  before  Pearl  Harbor.  We  re- 
sumed as  a  supplier  in  1949,  three  years 
after  World  War  II,  and  until  January 
1970  still  provided  some  of  your  paper 
requirements. 

—David  L.  Luke  III 

President, 

Westvaco 

New  York,  N.Y. 

Assuming  Westvaco's  (formerly  West 
Virginia  Pulp  &  Paper  Co.)  records  are 
correct,  my  apologies  for  an  inexcusable 
case  of  mistaken  identity— MSF. 

An  Expression  of  Thanks 

Sir:  I  sincerely  appreciate  thoughtful 
support  and  profound  understanding  of 
my  efforts  as  displayed  in  your  editorial 
(Forbes,  Nov.  15). 

—John  N.  Mitchell 
Attorney  General, 
Washington,  D.C. 

A  Tall  Order 

Sm:  In  reading  your  recent  article 
"Schooling  for  Profit"  (Forbes,  Nov.  1), 
it  struck  me  that  the  guarantees  made 
by  Behavioral  Research  Laboratories 
were  pretty  optimistic.  BRL  says  that 
they  will  return  the  full  three-year 
charge  ($2,400  per  student)  for  each 
student  not  at  the  national  average  in 
three  years.  If  they  are  just  able  to  raise 
the  whole  school  system  to  the  national 
average  it  will  mean  that  half  of  the 
students  will  be  above  it  and  half  will 
be  below  (the  definition  of  average). 
That's  a  lot  of  money  to  return. 

—Jeff  Howard 
High  Point,  N.C. 

Sir:  Your  article  referred  to  an  out- 
side firm  that  would  measure  the  pro- 
gress. How?  Important  considerations 
that  affect  individual  academic  perfor- 
mance but  are  difficult  to  measure  are: 
social  adjustment,  an  improved  self-con- 
cept, a  positive  attitudinal  change,  an 
ability  to  handle  responsibility  and  the 
capability  of  making  decisions  outside 
the  realm  of  academia.  Will  these  im- 
portant aspects  be  measured? 

—Terry  D.  Stimson 

Counselor, 

Adak  High  School 

Adak,  Alaska 

(Continued  on  page  66) 
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How  to  help 

loyal  stockholders  own 

more  of  your  stock. 

Offer  them  Citibank's  new  Automatic  Dividend  Reinvestment  Service. 


Dividend  checks  can  turn  right  around  and 
come  hack  as  money  invested  in  your  company's 
stock,  Automatically.  From  stockholders  with  big 
blocks.  And  from  stockholders  with  small  hold- 
ings... who  now  find  reinvesting  difficult  or 
impractical 

Our  new  Automatic  Dividend  Reinvest- 
ment Service  appeals  to  people  who  want  to 
stick  with  your  stock.  For  the  long  pull. 

It  pleases  the  stockholder  because  it's  smart 
investing.  He  doesn't  hitter  away  his  dividend. 
He  reinvests  it.  All  of  it.  Automatically. 

And  it  costs  the  average  stockholder  just 
about  hall  what  he'd  pay  his  broker  to  put 
through  the  transaction. 


He  can  own  —  and  earn  income  on  —  a  frac- 
tion of  a  share.  He  benefits  from  dollar  cost 
averaging,  since  he's  buying  regularly. 

And  from  your  standpoint,  there's  no  work 
involved.  We  handle  all  the  stock  purchases, 
accounting  and  notifying  of  the  stockholders. 

The  Service  is  already  working  for  compa- 
nies like  AT&T,  Allegheny  Power,  Dow  Chemi- 
cal, Gamble-Skogmo  and  Stewart-Warner. 

If  your  company  has  more  than  20,000 
stockholders  —  and  you'd  like  to  make  it  easier 
for  them  to  buy  more  of  your  stock  — check  out 
our  Automatic  Dividend  Reinvestment  Serv- 
ice. Call  John  Brocks  at  (212)  825-6057.  Or  send 
the  coupon  below. 


F0 


Mr.  John  Brocks,  Assistant  Vice  President 
Automatic  Dividend  Reinvestment  Service 
FIRST  NATIONAL  CITY  BANK 
111  Wall  Street,  New  York,  N.Y  10015 
Please  send  me  details  on  the 
Automatic  Dividend  Reinvestment  Service. 


Name. 


Company- 
Address 

City 


_State_ 


-Zip- 


FIRST  NATIONAL  CITY  BANK 

Innovators  in  corporate  banking 


MEMBER  FDIC 
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The  camel  doesn't  have  to  worry  where  his  next  drink  is  coining  Iron 

But  in  a  few  years,  you  could  end  up  a  little  thirsty 
unless  you're  walking  around  with  two  humps  on  your  back.   I 


A  fresh  glass  of  water  for 
drinking. 

A  fresh  pool  of  water  for 
swimming. 

Or  a  fresh  tub  of  water  for 
washing. 


camel,  has  had  to  store  his 
fresh  water  throughout  history 

But  unlike  the  camel, 
man's  storage  tanks  don't  come 
naturally. 

So  we  made  a  business  out 


No  matter  how  you  use  it,     of  designing  and  building  water 


there  is  less  and  less  of  it 
around  every  year. 

But,  as  bad  as  it  sounds, 
the  fresh  water  problem  isn't  a 
new  one  for  man. 

That's  partly  because 
there  isn't  a  large  amount  of 
fresh  water  to  go  around  in  the 
first  place.  (Something  like  97.2 
percent  of  the  earth's  water  is 
in  the  oceans.) 

Only  a  small  amount 
makes  up  the  earth's  rivers, 
lakes  and  streams. 

And,  unfortunately, 
every  place  that  needs 
fresh  water  isn't  next 
door  to  a  river  or  lake 
or  stream. 

So,  poor  man, 
like  his  friend  the 


storage  tanks  for  man 

While  we  worked,  we 
learned,  too. 

What  did  we  learn? 

One  thing. 

No  two  men  have  the  same 
water  storage  problem.  Each 


tank  has  to  be  a  little  wider. 
Or  a  little  shorter. 
Or  a  little  taller  than  the 
next  one. 

So,  over  the  past  50  years, 
we  built  our  reputation  on  this 
one  fact  of  human  existence. 

Now  our  men  at  the  Piatt 
and  Welding  division  handle 
each  new  problem  in  a  new  wa 

They'll  work  with  your 
engineers  or  they'll  do  the 
whole  job  themselves. 

What's  more,  you  can  cal 
upon  any  of  our  other  divisior 
for  assistance  on  any  job. 

It  can  be  for  research.  Or  stor- 
age. Or  transportation.  Or,  even 
banking. 

We  may  not  be  able  to  fix  yoi 
up  with  a  couple  of  humps  like  th 
camel. 

But  we  can  fix  you  up  with  i 
water  storage  system  better  tha. 

hiS.  ^  (^ 


General  American  Transportation  Corporation  Chicago,  Illinois  G0680 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


PROGRESS  THAT  ISN'T 

SST. 


TIME  BOMB  IN 

Having  the  GM  strike  settled  is  good. 

Good  and  bad. 

The  bad  isn't  merely  in  the  inflationary  refueling  that 
stems  from  the  immediate  hourly  wage  increase  of  13%  this 
year,  with  an  added  3%  a  year  during  the  next  two  years. 

No,  the  real  bad  is  the  retirement  time  bomb  ticking  in 
the  package.  GM's  contract  provides  an  early  retirement 
plan  that  will  grant  employees  of  30  years'  service  a  $500- 
a-month  pension  if  they're  58  years  old.  By  1972  they 
need  only  be  56  years  old. 

Soundly  funding  that  one  may  strain  even  giant  Gen- 
eral Motors. 

Soundly   funding   that   one   is   virtually   impossible   for 


THE  PACKAGE 

most  other  companies,  for  most  other  industries. 

There  just  ain't  that  much  cash  around  to  be  cached 
away  for  due  dates,  some  of  which  will  start  coming  due 
in  October  1971,  and  huge  chunks  of  which  will  be  pay- 
able in  not  so  many  years. 

Should  such  early  retirement  at  such  a  rate  be  incor- 
porated in  all  or  practically  all  future  contracts  with  unions, 
all  of  us,  unions  included,  better  realize  such  benefits  can 
only  be  collected  in  dollars  that  will  have  an  actual  val- 
ue unrelated  to  today's  buck. 

We  can  print  the  astronomical  amounts  that  will  be 
involved. 

But  we  cannot  make  them. 


THE   PRESIDENT  AND  THE  PRESS 


I  must  admit  to  not  understanding  why  President  Nixon 
holds  so  few  press  conferences.  More  than  five  months  had 
elapsed  before  he  scheduled  the  latest  held  this  week,  and 
he  held  only  11  in  22  months  in  office  versus  53  for 
Eisenhower  and  44  for  Kennedy  in  their  same  periods 
in  office. 

For  a  number  of  understandable  reasons,  the  President 
isn't  all  that  fond  of  reporters  generally,  but  he  is  first- 
rate  at  handling  press  conferences.  By  permitting  these  ses- 


sions with  the  press  to  be  televised,  he  makes  his  own 
emphasis. 

It's  not  like  the  President  to  miss  such  golden  opportuni- 
ties. He's  a  whiz  at  what  he  probably  considers  these 
"adversary  proceedings,"  and  usually  emerges  a  wide  mile 
ahead.  With  1972  not  that  far  away  and  some  Presi- 
dential restancing  in  the  offing,  full  dress  press  confer- 
ences are  made  to  order  for  Mr.  Nixon  and  he  shouldn't 
let  anyone  persuade  him  otherwise. 


THE  PRESIDENT  AND  HIS  CABINET 


Cabinet  members  who  seek  to  establish  &  following  or  a 
base  or  a  policy  independent  of  the  President  simply  don't 
understand  what  their  job  is.  This  President  and  every 
President  deserves  and  should  either  demand  the  full  loy- 


alty of  his  Cabinet  members  or  can  the  recalcitrant.  Unlike 
the  President  and  elected  officials,  Cabinet  members  have  a 
constituency  of  one— the  President.  Their  mission  is  to  serve 
him  or  else  depart— gracefully. 
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THE   FIRST  TIME  AND  THE  LAST   TIME  THERE  WERE  FIVE 


It's  Christmas  card  time,  and  the  only  ones  made 
mad  by  that  are  the  relatively  few  Scrooges  among 
us,  and  the  mailmen.  Picking  Christmas  cards,  send- 
ing Christmas  cards  and  getting  Christmas  cards  is 
happy  work.  Going  over  last  year's  list  and  crossing 
off  names  from  sadness  or  soreness;  adding  new 
ones;  penning  notes  to  long-time-not-seen  friends  is 
a  meaningful  part  of  the  American  Christmas  season. 

Ever  since  we  were  married  25  years  ago  and 
began  to  have  them,  our  Christmas  cards  have  been 
photos  of  our  children.  On  the  left  is  the  first  time 


there  were  five  (in  1955)  and  on  the  right  is  the 
last  time  there  wftl  only  be  five.  Our  oldest  son  is  en- 
gaged, and  we  happily  assume  in  the  years  ahead 
there  will  be  more  and  more  than  five. 

This  year's  card  includes  both  pictures,  and  every- 
body on  the  same  steps  *in  just  about  comparable 
left  to  right  positions. .  Despite  the  visible  changes, 
much  of  what  our  young  were  like  when  young  is 
what  they're  like  today. 

#  #  * 

Merrv  Christmas! 


HOW   ABOUT  THAT? 


Hey,  there's  a  fabulous  new  play  on  Broadway  that  you 
shouldn't  miss— even  though  it  has  no  nudes,  no  four-letter 
words,  no  visible  mating  of  either  the  opposite  or  same 
sexes,  no  unintelligible  screaming  of  blankety  Blank  verse 
or  Rocky  rhymes. 

It  does  have  hair— the  kind  of  muttonchop  sideburns, 
spikey  mustaches  and  thick,  long  head  toppings  that  of- 
ficers and  gentlemen  wore  when  Victoria  was  Empress  of 


India.  Then,  as  now  and  is  now  forgotten,  facial  hairiness 
was  obligatory  in  the  Best  circles. 

The  play  is  called  Conduct  Unbecoming.  It's  a  fabulous, 
well-costumed,  gripping  period  melodrama  taking  place  in 
the  officers'  mess  of  an  India-stationed  Birtish  regiment. 
The  actors  strut  and  spout  and  twirl  their  mustaches  in 
the  way  it  surely  must  have  been.  It's  a  nifty  whodunit, 
and  you  won't  guess  whodunit  until  it  outs  at  the  end. 


MAGAZINE  NOTE 


In  the  long  ago  when  I  was  young  and  vervier,  Es- 
quire  magazine-complete  with  Petty  drawings-was  the 
most  widely  devoured,  influential  and  good  fun  magazine 
throughout  the  young  and  youth-thinking  universes  of  uni- 
versity and  businessmen.  More  women,  too,  then  read  it 
than  sometimes  admitted  il  [mitators  came  and  went  in 
those  decades  as  now. 

The  other  day  as  I   was  ig   the   current   issue,   I 


couldn't  help  but  marvel  at  how  Esquire,  some  40  years 
later,  is,  if  anything,  more  tuned  in,  more  widely  read 
and  more  influential  than  ever  among  the  thinking  swingers 
and/ or  swinging  thinkers  of  today's  very  different  U.S.A. 

With  so  many  famed  magaiznes  dead  and  rumored  to 
be  dying,  we  should  be  glad  for  and  tip  our  caps  to  the 
everlasting  vitality  of  Esquire.  He  doesn't  show  his 
age;  the  gentleman  stays  part  of  it. 


BETTER  IS   BETTER 


Some  people  as  a  result  ol   ad        it}   arc  sadder,  wiser, 
kinder,  more  human. 
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Most  of  us  are  better,  though,  when  things  go  better. 
All  good  poets  didn't  and  don't  necessarily  need  garrets. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


Forbes 


A  Yen  for  Business  Machines 

Don't  look  now,  but  the  Japanese  dominate  the  calculator  business.  And 
they  are  moving  into  dictating  machines,  copiers,  even  minicomputers. 


What  the  Chinese  did  with  the  aba- 
cus in  the  6th  century  B.C.,  the  Jap- 
anese are  repeating  today.  That  is, 
the  Japanese  are  taking  over  the 
world's  calculator  business. 

Today  they  make  roughly  half  of 
all  calculators  sold  in  the  U.S.  and 
perhaps  70?  of  all  those  sold  in  the 
world.  In  1971  the  world  market  could 
hit  $700  million— some  75?  above  the 
1970  total.  Japan's  dominant  position 
is  surprising  in  itself .  For  instance, 
Japan  is  now  exporting  more  electron- 
ic calculators  than  color  televisions. 
Hut  here  is  the  clincher:  The  Japanese 
did  not  manufacture  calculators  in 
mass  until  1967. 

Sin.li  swift  and  deep  penetration 
of  a  growth  market  is  cause  for  real 
concern  among  various  office  equip- 
ment companies,  including  Singer 
Friden  and  SUM  Corp.  The  question 
is  What  is  to  stop  the  Japanese  from 
controlling  any  segment  of  the  $2- 
billion  business-machine  market  ($9 
billion,  including  computers)  that 
they    want   and  are  able  to  enter? 

Wore  to  Come? 

One  possible  answer  comes  from 
Howard  K.  Lake  of  Stanford  Research 
Institute;  "The  Japanese  will  be  the 
world's  prime  source  of  business  ma- 
chines in  the  Seventies.  Calculators 
are  only  the  beginning.  The  Japanese 
are  already  exporting  dictating  ma- 
chines, copiers  and  even  various  types 
of  computers." 

"The  Japanese  showed  with  calcu- 
lators." says  Vice  President  Herb 
Bates  of  Singer  Friden,  "that  if  they 
want  a  piece  of  a  market,  they  can 
get  it." 

The  Japanese  used  to  import  elec- 
tromechanical calculators  from  the 
U.S.  But  they  tired  of  that  by  the 
mid-Sixties.  The  Japanese  hate  to  im- 
port, and  what's  more,  their  govern- 
ment decided  it  could  develop  its  own 
electronic  calculator  industry  and  ex- 
port to  the  world.  So  the  government, 
began  pumping  low-cost  loans  and 
outright  subsidies  into  its  electronics 
companies.  The  result:  By  1967  the 
Japanese    were   poised    to   crack    the 


$200-million   U.S.   calculator  market. 

The  odds  seemed  heavy  against  the 
Japanese.  The  U.S.  market  was  dom- 
inated by  five  large,  well-entrenched 
companies— Singer  Friden,  SCM,  Lit- 
ton Industries'  Monroe  division,  Vic- 
tor Comptometer  Corp.  and  Olivetti- 
Underwood.  Although  Japan's  new 
electronic  machines  looked  competi- 
tive, the  U.S.  companies  figured  that 
the  Japanese  could  never  match  their 
own  huge  1,000-man  sales  and  ser- 
vice stalls. 

But  they  underestimated  the  Jap- 
anese on  all  counts.  First,  the  elec- 
tronic machines  (which  the  U.S.  firms 
were  only  dabbling  with)  were  not 
only  competitive  with  electromechan- 
icals— the)  were  faster,  quieter,  hand- 
somer and  cheaper.  In  short,  they 
were  Far  superior.  Second,  because 
the  Japanese  machines  didn't  break 
down  often,  big  service  forces  weren't 
critical.  And  third,  the  Japanese  were 
able  to  sell  through  wholesale  dealers 
,uh\  established  retailers. 

With  a  superior  product  under 
their  arms,  the  distributors'  journey- 
men salesmen  knocked  the  pants  of! 
the  big  companies'  men— for  a  while. 
Then  some  top  company  salesmen 
quit  to  join  the  Japanese.  Canon 
U.S.A.,  a  Japanese  sales  agent,  had 
onlj  three  American  salesmen  in 
1965;  today  it  has  100  in  New  York 
City  alone.  "I  am  an  American,"  says 
one  turncoat,  "and  I  would  like  to 
sell  for  an  American  company.  But 
let's  face  it.  The  Japanese  companies 
are  where  the  money  is." 

The  available  share-of-market  fig- 
ures tell  the  stoiy.  The  Japanese  sup- 
plied $5  million  of  the  $200-million 
worth  of  calculators  sold  here  in  1967. 
According  to  projections,  the  Japanese 
will  supply  about  $220  million  of  the 
$400  million  U.S.  market  in  1971. 
Such  Japanese  companies  as  Sharp 
Electronics,  Sony  U.S.A.,  Toshiba  and 
Canon,  which  combined  had  less  than 
1%  of  the  1967  market,  now  control 
from  5%  to  10%  each.  Of  course,  the 
U.S.  companies'  figures  have  fallen. 
Friden,  Monroe,  SCM,  Victor  and  Oli- 
vetti split  more  than  90?  of  the  mar- 


//  Adds  Up.  How  does  Japan 
get  its  trade  balance?  For  one 
thing,  it  sells  calculators  to 
others,  uses  the  abacus  itself. 
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ket  three  years  ago.  Today,  Olivetti  is 
the  leader  with  15%,  but  more  than 
10%  of  those  sales  are  in  electro- 
mechanicals  which  stand  a  chance  of 
becoming  extinct.  The  other  four  com- 
panies have  10%  each  and  less.  And 
their  business  is  far  less  profitable,  as 
the  typical  unit  price  has  dropped  to 
$750  from  about  $900  since  1968. 

Have  the  American  manufacturers 
thrown  in  the  towel  in  the  low-priced 
end  of  the  market?  Some  of  them 
have.  Friden  and  Monroe  are  phasing 
out  their  American-made  electrome- 
chanical models  and  are  selling  Japa- 
nese-made electronic  calculators  under 
their  own  brand  names.  Others,  how- 
ever, are  fighting  back.  SCM  has  just 
introduced  an  electronic  calculator 
for  $495  that  is  proudly  American. 
Victor  Comptometer  also  remains  ail- 
American,  but  in  a  higher  priced 
range:  $700  and  up.  (Ironically,  the 
low-cost  Japanese  machines— such  as 
the  ones  Hitachi  makes  for  Friden— 
contain  integrated  circuits  purchased 
from  such  U.S.  companies  as  Texas 
Instruments  and  Fairchild  Camera. ) 

The  companies  like  Friden,  who 
have  surrendered  the  low-end  market 


to  the  Japanese,  try  to  put  a  good 
face  on  their  move.  With  the  Japanese 
working  toward  $200  models  for  con- 
sumers, the  Americans  claim  they  can 
now  concentrate  on  expensive  pro- 
grammable calculators,  priced  from 
$1,200  to  $5,000  and  up.  The  most 
sophisticated  of  those  models  are  simi- 
lar to  desk-top  computers. 

It  is  almost  as  though  some  Ameri- 
can companies  have  moved  to  the 
exclusive  suburbs  to  get  away  from 
the  immigrants  invading  the  old  neigh- 
borhood. Inevitably,  the  immigrants 
will  follow.  Already  Canon  and  Sony 
have  introduced  programmable  ma- 
chines—and at  least  one  company, 
Fujitsu,  has  leap-frogged  ahead  and 
begun  importing  some  large-scale 
computers  (see  photo) . 

Officially,  U.S.  reaction  to  the  news 
has  been  restrained.  A  spokesmen  at 
Singer  Friden  says:  "I  doubt  that  the 
Japanese  will  make  impressive  inroads. 
Selling  a  simple  calculator  is  one  thing. 
But  to  sell  programmable  calculators 
and  computers,  you  really  need  spe- 
cialized sales  and  service  forces." 

He  may  be  right.  But  the  argument 
has   a   depressingly   familiar   ring.    ■ 


Taking  On  IBM.  The  lafest  company  to  try  its  luck  is  Fujitsu,  Japan's  No. 
Two  computer  manufacturer.  (Japan's  No.  One  computer  maker  is— 
who  else?— IBM  Japan.)  Unlike  other  Japanese  computers,  including 
the  Hitachi  model  shown  above,  Fujitsu's  computers  are  not  mode  under 
U.S.  licenses.  So  the  company  is  free  to  import  here.  To  get  started, 
the  $400-million  company  is  pitting  its  230  computers  head-to-head 
against  IBM's  360/370  models  According  to  Fujitsu's  U.S.  agent,  the 
230s  will  cost  50%  less  than  the  360s,  and  Fujitsu  will  send  enough 
of  its  25,000  workers  here  to  provide  two  servicemen  for 
each    computer.     Fujitsu's    goal:     1%     of    the    U.S.     market    by     1976. 
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Planes, 

Planes 

Everywhere 

The  airlines' 

surplus  capacity  is 

mounting  faster 

than  even 

pessimists  dreamed. 

This  is  a  problem— 

but  for  whom? 

Back  not  so  long  ago,  when  the  air- 
lines were  raking  in  big  profits,  nearly 
everything  went  their  way.  For  in- 
stance, they  regularly  improved  their 
already  good  earnings  by  selling  off 
unneeded  airplanes  to  smaller  airlines 
or  to  charter  operators.  If  well  main- 
tained, the  planes  brought  consider- 
ably more  than  book  value. 

Even  in  good  times  the  resulting 
capital  gains  were  significant.  In  1967, 
a  splendid  year,  for  example,  Trans 
World  Airlines  made  $6.1  million  sell- 
ing old  planes.  That  was  17%  of  TWA's 
total  airline  earnings  that  year.  East- 
ern Air  Lines'  capital  gains  of  $1.1 
million  and  $3.3  million  from  plane 
sales  in  1968  and  1969  were  even 
more  helpful,  since— even  with  these 
gains— Eastern  had  an  overall  net  loss 
in  both  years. 

But  now  all  the  breaks— yes,  even 
the  little  ones— are  going  the  other 
way.  "One  or  two  years  ago  you  sold 
used  airplanes  at  a  sure  profit;  now 
you  can't  get  book  value,"  admits 
George  R.  Sanborn,  American  Air- 
lines' vice  president  for  aircraft  sales 
and  services. 

For  example,  a  DC-8-type  jet  that 
sold  18  months  ago  for  about  $2  mil- 
lion now  has  an  asking  price  of  $1 
million  to  $1.5  million.  TWA  has  five 
707s  grounded  in  Kansas  City  that  it 
would  love  to  sell  for  $1  million  each, 
but  it  has  had  no  takers.  A  1967  vin- 
tage 727  that  brought  $4  million  a 
year  and  a  half  ago  now  has  a  market 
value  of  about  $3.5  million— and  for 
most  carriers  that's  below  book  value. 

Two-Edged  Sword 

This  should  surprise  no  one,  con- 
sidering the  widely  reported  drastic 
reduction  in  the  airlines'  growth  rate 
—plus  the  introduction  of  the  jumbo 
jets.  U.S.  airline  traffic,  which  jumped 
about  15%  a  year  for  most  of  the  Six- 
ties, may  not  grow  at  all  this  year.  Tliis 
has  had  a  dismal  effect  both  on  the 
supply  and  the  demand  side1  of 
the  used  equipment  market.  Slower 
traffic  growth  means  that  the  smaller 
airlines  have  little  interest  in  buying 
used  planes  to  add  to  their  capacity, 
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while  the  bigger  airlines  suddenly 
have  more  surplus  capacity  they'd  like 
•     to  shed. 

The  coining  of  the  wide-body  jets— 
the  747s.  L-lOlls  and  DC-lOs-was 
,going  to  give  the  airlines  a  surplus  in 
any  event.  These  jets  cany  twice  as 
many  passengers  as  the  707s  and 
DC-8s.  The  airlines  originally  thought 
they  could  make  room  for  Jumbo  by 
selling  less  desirable  jets  like  720s  and 
the  earliest  707s  and  DC-8s,  which 
were  produced  before  the  coming  of 
the  more  efficient  fanjet  engines.  But 
today's  sagging  growth  rate  has  begun 
to  put  fanjets  into  surplus  too. 

Second-hand  planes  are  moving  so 
slowly  that  an  estimated  100  jets  of 
the  707-DC-8  type-ox  10';  of  those 
h\  lag— are  on  the  market  now  for  more 
or  less  immediate  delivery.  Pan  Ameri- 
can World  Airways  alone  has  19  non- 
tan  707s  that  it  would  like  to  sell  in 
order  to  make  way  for  the  eight  747 
jumbo  jets  it  is  scheduled  to  get  some- 
time next  year. 

Besides  these,  a  number  of  shorter 
haul  BAC-llls,  Caravelles  and  Elec- 
tras  are  for  sale.  And  that's  still  not 
the  whole  market.  The  airlines  would 
put  many  more  planes  on  the  market 
it  they  could  get  a  decent  price  for 
them.  Pan  Am,  for  example,  has  five 
727s  it  does  not  need  but  is  not  both- 
ering to  oiler  for  sale. 

By  the  Hundreds 

One  authoritative  source  estimates 
that  the  total  number  of  airplanes  that 
would  be  available,  if  they  could  be 
sold  lor  at  least  book  value,  is  over 
500.  Even  when  strapped  for  cash, 
airlines  are  reluctant  to  take  less  than 
depreciated  book  value,  because  the 
difference  could  only  come  out  ol 
earnings. 

(Of  course,  it  is  unlikely  that  as 
man)  as  300  planes  would  ever  be  of- 
Fered  at  any  one  time.  The  reason:  If 
American,  for  example,  dumped  a 
large  lot  of  planes  on  the  market, 
TWA  might  hold  onto  its  own  surplus 
craft  in  the  hope  that  they  could  be 
,  turned  to  competitive  advantage.) 

Says  George  R.  Dutton,  Eastern's 
director  of  equipment  and  material 
sales,  "We'll  have  to  sell  all  35  of  our 
DC-Ss  over  the  next  four  years  be- 
cause of  the  L- 101  Is  we  have  on  or- 
der. Can  all  the  airlines  sell  all  the 
planes  that  will  be  displaced  by  the 
u  ide-body  planes?  Nobody  knows." 

However,  UAL  already  has  bitten 
the  bullet  by  writing  down  the  final 
$10  million  on  its  now  grounded  Car- 
avelles in  1970  rather  than  in  1971  as 
planned.  UAL  expects  to  lose  money 
this  year  anyway,  and  may  figure  on 
taking  all  its  red  ink  at  once.  This  may 
well  not  be  the  last  write-off  that  the 
industry  faces,  however.  Some  of  the 


used  planes,  like  the  720s  and  the 
early,  nonfan  DC-8s,  are  becoming 
particularly  hard  to  sell  these  days. 

Sanborn  doesn't  think  the  situation 
will  get  any  worse  however:  "Prices 
have  gone  down.  But  I  think  we've 
about  reached  the  floor.  Toward  the 
end  of  next  year  when  the  economy 
moves  up  again,  so  will  the  price  of 
used  airplanes." 

Won't  there  still  be  a  surplus?  Most 
certainly,  but  how  much  of  a  surplus 
depends  on  the  point  of  view.  If  air- 
line traffic  growth  recovers,  the  air- 
lines could  suddenly  find  themselves 
with  fewer  "surplus"  planes.  And  even 
if  it  doesn't,  the  airlines  may  well 
decide  they  don't  want  to  sell  on  a 
depressed  market. 

Robert  E.  Gordon,  American's  vice 
president  tor  financial  relations,  puts 
it  this  way:  "The  airlines  don't  have  to 
buy  these  new  wide-body  planes.  The 
707s  can  still  compete  favorably  with 
the  747s,  and  may  even  have  some 
advantages  as  far  as  frequency  of  ser- 
vice goes.  So,  if  you  can't  get  book 
value  out  of  your  old  planes,  maybe 
you  won't  buy  new  ones.  If  a  guy 
can't  sell  his  720s,  he'll  fly  'em  till  the 
wings  fall  off— I  hope  not." 

This  is  not  to  say,  of  course,  that 
the  airlines  won't  be  buying  any  wide- 
bods  planes.  On  the  contrary,  they 
already  have  given  the  manufacturers 
firm  orders  for  scores  of  them.  What 
Gordon  means  is  that  the  airlines 
would  think  twice  before  making  fur- 
iln  i  commitments.  This  would  have  a 
sorry  effect  on  engine  makers  General 
Electric  and  United  Aircraft,  but  es- 
pecially on  the  plane  manufacturers, 
Boeing,  McDonnell  Douglas  and  Lock- 
heed, because  not  one  of  these  three 
as  yet  has  reached  the  break-even  point 
on  profits  for  its  particular  wide-body 
plane.  And  profits  from  the  jumbo 
planes  are  especially  important  for 
the  airframe  manufacturers  because 
their  defense  business  has  already 
sagged  badly  and  could  even  fall  still 
further. 

Wouldn't  it  then  be  in  the  interests 
of  the  big  aircraft  manufacturers  to 
do  more  in  the  way  of  trade-ins? 
Wouldn't  they  do  well  to  take  a  leaf 
from  Detroit's  book?  Boeing  already 
is  taking  back  Boeing  jets  as  trade-ins 
on  new  planes,  but,  with  its  finances 
already  strained  close  to  the  limit, 
Boeing  can  only  go  so  far.  Lockheed, 
of  course,  is  in  no  condition  to  do 
much.  McDonnell  Douglas,  too,  is 
feeling  the  strains  on  its  none-too- 
ample  capital. 

So,  when  you  get  down  to  it,  about 
the  only  thing  that's  going  to  help  the 
used  airliner  market— and  thus  break 
the  logjam  for  the  jumbos— would  be 
a  substantial  pickup  in  the  sale  of 
airline  tickets.  ■ 


Glut  Fodder.  Three  major 
airlines,  United,  American 
and  TWA,  are  trying  to 
avoid  flying  so  many  money- 
losing  empty  seats  by  offer- 
ing fewer  flights.  If  the 
Government  approves,  it 
will  mean  more  unneeded  air- 
planes    (see     story)     to     sell. 
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Still  Swinging 


Here's  one  conglomerate  that  isn't  in  trouble. 


Hawaii  is  2,200  miles  from  the  U.S. 
mainland,  but  not  so  far  away  as  to 
make  Hawaii-based  companies  im- 
mune to  the  ills  of  conglomeration. 
One  by  one  during  the  1960s,  the 
companies  that  had  long  dominated 
the  Hawaiian  economy  acquired  their 
way  to  increased  size  and  less  depen- 
dence on  the  growing  but  limited 
island  economy— first  Castle  &  Cooke, 
then  Dillingham  Corp.  and  more  re- 
cently Amfac,  Inc.  (formerly  Ameri- 
can Factors). 

Now  Dillingham  is  suddenly  in  the 
red,  by  5  cents  a  share,  for  the  first 
nine  months  of  1970.  It  is  having  un- 
expected difficulty  with  its  construc- 
tion projects  in  Australia.  Castle  & 
Cooke,  too,  has  seen  its  profit  skid 
from  78  cents  to  46  cents  a  share  for 
the  six  months  through  September, 
thanks  to  a  sugar  workers'  strike  in 
Hawaii  and  high  interest  rates  in  main- 
land real  estate  ventures. 

The  Big  Question 

Is  Amfac  next? 

Henry  A.  Walker  Jr.,  Amfac's  jovial, 
48-year-old  president,  certainly  doesn't 
think  so.  So  far  he's  right.  Amfac's 
sales,  up  from  $145  million  to  $304 
million  between  1967  and  1969,  rose 
another  33%  to  $276  million  during 
the  first  nine  months  of  1970.  A  good 
bit  came  from  additional  acquisitions. 
But  earnings,  after  rising  from  $1.33 
to  $2.27  a  share  between  1967  and 
1969,  have  kept  on  rising— though 
more  slowly-from  $1.66  to  $1.84  for 


the  nine  months  through  September. 

Amfac  conglomerated  later  than 
Castle  &  Cooke  and  Dillingham,  and 
then  mainly  because  it  was  pushed  by 
the  threat  of  tender  offers  in  1966  from 
Georgia-Pacific  and  another  but  uni- 
dentified company  from  the  mainland. 
The  attraction:  Amfac's  170,000-acre 
Hawaiian  land  holdings,  much  of  it 
under  cultivation  for  sugar  but  adapt- 
able for  other  development  as  well. 
Under  such  pressure,  74-year-old 
Chairman  C.  Hutton  Smith  (Amfac's 
head  for  nearly  two  decades)  and  the 
board  in  1967  moved  Harold  C.  Eich- 
elberger  up  to  chairman  and  turned 
the  presidency  over  to  a  younger  man 
who  could  diversify  it  rapidly  and 
thereby  protect  it  from  future  raids. 
The  man  he  chose  was  Henry  Wal- 
ker, whose  father  had  been  president 
during  the  Thirties  and  Forties.  From 
his  relatively  peaceful  job  as  head  of 
sugar  cane  operations,  Walker  was 
suddenly  catapulted  into  the  presi- 
dency of  a  company  that  needed  to 
change  very  quickly. 

He  has  based  his  moves  on  what  he 
views  as  Amfac's  strengths.  For  dec- 
ades the  company,  while  mainly  a 
grower  of  sugar,  had  operated  Ha- 
waii's highly  profitable  (12%  on  sales 
before  taxes)  Liberty  House  depart- 
ment stores.  That  expertise  led  Walker 
to  buy  up  Joseph  Magnin  Co.,  which 
operates  33  high-fashion  stores  in  Cal- 
ifornia and  Nevada,  and  the  13-store 
Rhodes  Western  retail  chain  in  the 
Southwest. 


Walker  of  Amfac 

Amfac  had  also  gained  experience 
in  hotels,  restaurants  and  residential 
real  estate  through  developing  the 
Kaanapali  Beach  resort  area  on  the 
island  of  Maui,  so  it  acquired  main- 
land operations  in  these  fields,  too. 
The  biggest  was  Los  Angeles-based 
Fred  Harvey  Inc.,  which  manages  ho- 
tels and  restaurants  at  numerous  air- 
ports and  national  parks.  Amfac  has 
also  become  active  in  West  Coast  real 
estate  development,  such  as  mobile- 
home  parks  and  the  Silverado  resort 
and  residential  complex  in  California's 
Napa  Valley.  Walker  has  made  some 
20  acquisitions,  mostly  on  the  main- 


United  Aircraft's  Secret  Weapon 

The  big  jet  engine  company  now  gets  a  good  chunk  of  its 
profits  from  the  utilities— that's  right,  the  electric  utilities. 


Both  of  United  Aircraft  Corp.'s  bread- 
and-butter  businesses  are  in  trouble. 
Its  defense  sales  are  lagging,  and  its 
747  jet  engine  program  has  run  into 
delays  and  soaring  costs.  Wall  Street 
has  taken  notice:  UA  stock  recently 
sold  at  30,  far  below  its  1967  peak 
of  111£. 

But  the  news  coming  out  of  United's 
New  England  headquarters  these  days 
isn't  all  bad.  UA's  gas  turbine  business, 
started  ten  years  ago  to  put  United's 
jet  engine  expertise  to  work  in  i 
craft  uses,  showed  a  50%  sales  jump  in 
1969  to  $134  million,  and  will  leap 
almost  as  much  again  to  nearly  $200 
million  in  1970  (vs.  total  sales  of  about 
$2.5  billion).  This  gives  United  some 


40%  of  the  burgeoning  U.S.  gas  tur- 
bine market  and  makes  it  a  strong 
No.  Two  in  the  business  behind— natu- 
rally—General  Electric  Co. 

William  J.  Closs,  president  of 
United's  Turbo-Power  and  Marine 
Systems  subsidiary,  won't  talk  about 
his  gas  turbine  profits,  but  admits:  "It's 
a  good  business."  Profit  margins  cer- 
tainly are  much  better  than  United 
Aircraft's  traditionally  thin  ones  (2.2% 
last  year). 

These  gas  turbine  profits  couldn't 
come  at  a  better  time  and  UA  can  be 
thankful  it  decided  to  diversify  a  bit 
in  1960.  "We  were  convinced  our 
equipment  would  be  great  for  the 
electric  utilities'  emergency  or  peak- 


load  generating  units,"  says  Closs. 
"Gas  turbines  had  an  advantage  over 
steam-powered  units.  They  could  be 
started  up  in  two  or  three  minutes  vs. 
the  hours-long  start-up  time  necessary 
for  steam  plants." 

UA  had  made  the  right  decision 
about  that  particular  market.  That 
became  apparent  when  the  utilities 
began  frantically  ordering  new  gen- 
erating equipment  after  the  East 
Coast  blackout  of  1965.  The  big  units 
they  ordered  couldn't  be  on  stream 
for  four,  five  or  even  seven  years. 

To  get  by  in  the  meantime,  the 
power  companies  turned  to  United, 
GE  and  Westinghouse.  Gas  turbines 
could  be  operating  12  to  14  months 
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Buying     Tims.     Converting    sugar    land    into    high-profit    resorts    takes    time 
that  Amfac's   Henry   Walker  is  trying  to   gain   by   acquiring   other   businesses. 


land  in  retailing,  real  estate,  leisure 
and  agricultural  management. 

There  are  two  sides  to  diversifica- 
tion, however,  as  Amfac's  Hawaiian 
neighbors  have  already  discovered.  It 
spreads  the  risks,  hut  it  also  multiplies 
the  points  of  vulnerability.  The  vul- 
nerable point  in  Amfac's  retailing  op- 
erations is  Rhodes  Western,  a  troubled 
company  it  was  able  to  acquire  for 
less  than  book  value.  Says  Walker: 
"We  have  two  men  at  Liberty  House 
who  came  from  Rhodes,  so  we  knew 
where  the  bodies  are  buried.  Besides, 
the  price  was  right." 

Amfac's  vulnerability  in  hotels  and 
restaurants  is  greatest  in  Hawaii, 
though  Harvey's  mainland  operations 
also  could  be  hurt  by  continued  ad- 
versity in  the  airline  business.  In  Ha- 
waii, Amfac  is  co-owner  with  UAL, 
Inc.  (United  Air  Lines)  of  the  Waikiki 
Beachcomber  Hotel.  Tourist  traffic  to 
Waikiki,  formerly  the  mainstay  of  Ha- 
waii's growth,  has  slumped  alarming- 
ly during  the  last  two  years.  Tourists 
are  beginning  to  be  put  off   by  the 


crowded,  increasingly  honky-tonk  at- 
mosphere that  now  prevails  there. 
There  are  already  15,000  hotel  rooms 
in  Waikiki,  and  another  9,000  will 
open  by  the  end  of  next  year. 

Says  Walker:  "It's  true  there  are 
temporary  problems  in  Waikiki, 
though  I  emphasize  the  temporary. 
But  we  have  larger  operations  in  the 
Neighbor  Islands,  where  the  tourist 
business  is  quite  good."  In  an  attempt 
to  promote  their  tourist  business, 
Amfac  and  UAL  have  flown  thousands 
of  mainland  travel  agents  to  the  Islands 
during  the  past  two  years. 

In  both  real  estate  and  sugar  cane, 
Amfac  is  vulnerable  to  the  same  fac- 
tors that  have  troubled  Castle  & 
Cooke:  high  interest  rates  in  the  for- 
mer and  strikes  in  the  latter.  In  fact, 
Amfac  recently  acquired  11,000  acres 
of  Castle  &  Cooke's  sugar  lands.  But 
Walker  sees  this,  along  with  Amfac's 
other  170,000  acres,  not  as  a  potential 
source  ot  trouble  but  as  a  kind  of  cor- 
porate insurance  policy.  Amfac  carries 
its  land  on  its  books  at  something  un- 


der $20  million.  "But  it  is  worth  any- 
where from  ten  to  100  times  that," 
says  Walker.  "There  are  not  many 
companies  that  have  a  nest  egg  like 
that." 

Of  course,  the  protection  is  some- 
what illusory  against  short-run  trou- 
bles. Castle  &  Cooke  has  not  been 
spared  discomfort  this  year  by  its 
large  Hawaiian  land  holdings,  which 
it  also  carries  at  a  fraction  of  their 
estimated  $300-million  market  value. 
Amfac,  however,  has  come  through  a 
good  deal  of  general  economic  adver- 
sity with  its  profits  so  far  intact.  By 
comparison  with  its  fellow  Hawaiian 
conglomerates,  it  is  doing  quite  well.  ■ 


after  they  were  ordered,  their  capital 
costs  were  favorable  and  they  caused 
less  air  pollution  than  coal  or  gas-fired 
plants.  They  have  also  proved  unex- 
pectedly useful,  says  Closs:  "Where 
normally  a  gas  turbine  would  have 
been  used  only  200  to  500  hours  a 
year  during  peak-load  periods,  1,000 
hours  a  year  is  not  unusual  now." 

Will  the  gas  turbine  spurt  peter  out 
when  the  big,  basic  generating  plants 
finally  get  going?  Xot  necessarily,  says 
Closs.  He  and  his  competitors  now 
have  their  sights  set  on  the  middle- 
sized  packages  the  utilities  buy  as 
add-ons  to  their  basic  capacity.  These 
units  represent  about  30%  of  the  aver- 
age utility's  total  capacity,  compared 
with  10%  for  peaking  units. 

The  gas  turbine's  higher  fuel  costs 
are  working  against  Closs  now  as  he 
tries  to  penetrate  this  market,  but  he 
sees  a  ray  of  hope:  "Gas  turbine  op- 
erating costs   have   been   stable.   But 


the  cost  of  desulphurization  is  raising 
the  cost  of  oil-fired  units  and  the  cost 
of  low-sulphur  coal  is  going  up.  The 
savings  over  gas  turbine  fuel  costs  are 
diminishing." 

Closs  is  so  optimistic  he  even  talks 
about  someday  increasing  the  gas  tur- 
bine's efficiency  so  that  it  could  take 
over  as  the  basic  electricity  generating 
unit— which  means  he  could  then  at- 
tack the  area  that  accounts  for  60% 
of  a  utility's  capacity.  "But  that's  ten 
years  away,"  he  cautions. 

Still  Okay 

In  the  meantime,  Closs  is  having  no 
trouble  selling  within  his  present  limi- 
tations, though  he  expects  sales  to  be 
up  only  another  10%  to  15%  in  1971. 
Closs  also  has  great  hopes  for  a 
"marked  increase  in  the  sale  of  gas 
turbines  to  power  ships. 

Closs'  biggest  problem  would  seem 
to  be  his  competition.  "Certainly  we're 


at  a  handicap  against  GE  and  West- 
inghouse  because  they  are  large,  di- 
versified suppliers  of  electrical  equip- 
ment," he  says.  "They  get  a  markup 
on  practically  everything  in  the  sys- 
tems they  sell:  turbines,  generators, 
transformers,  relays.  We  only  make 
the  turbines  in  the  packages  we  sell. 
And  they  have  large  utility  marketing 
organizations;  their  intelligence  is  ex- 
cellent." Closs  has  learned  just  how 
tough  the  competition  can  be.  He  took 
over  the  No.  One  position  in  gas  tur- 
bines from  GE  in  1968  but  quickly 
fell  back  when  the  electrical  equip- 
ment giant  opened  up  its  big  guns. 

United  still  has  managed  to  do  all 
right,  as  its  big  lead  over  Westing- 
house  attests.  Lucky?  Perhaps,  but 
United  Aircraft  still  gets  credit  for 
having  the  sense  to  diversify  logically 
when  it  did.  If  it  hadn't,  gleams  of 
hope  for  the  company's  short-term  fu- 
ture would  be  few  and  far  between.  ■ 
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The  Great  Diaper  Rash 


They  laughed  when  P&G  went  into  the  paper  business.  And  suddenly,  P&G  is  on 
top  of  the  biggest  thing  since  toilet  paper:  the  disposable  diaper,  a  brand-new,  $200- 
million-a-year  market  moving  fast  toward  $1  billion  here  and  almost  as  much  abroad. 


Morris  Bonoff  has  a  very  nice  busi- 
ness and  a  stock  listed  on  the  Ameri- 
can Stock  Exchange.  Morris  Bonoff 
also  has  a  problem.  The  business, 
which  he  and  his  family  built  from 
scratch  to  a  1970  volume  of  $30  mil- 
lion, is  facing  technological  obsoles- 
cence. Much  of  what  Bonoff  spent 
an  entire  lifetime  building  could  be 
flushed,  literally,  down  the  drain. 

Bonoff  is  chairman  of  the  board, 
chief  executive  officer  and  largest 
stockholder  (17c  with  his  family)  of 
Manhattan-based  Associated  Baby 
Services,  Inc.  Associated  is  in  the  dia- 
per business.  With  its  door-to-door 
pickup-and-delivery  service,  it  helps 
rescue  the  mothers  of  America  from 
the  messy  job  of  washing  their  own 
babies'  diapers. 

It's  not  birth  control  nor  the  possi- 
bility that  future  babies  might  be  born 
toilet-trained  that  cause  Bonoff's  prob- 
lem, but  paper  diapers.  Diapers,  one 
of  the  last  of  the  cottage  industries,  are 
on  their  way  into  the  throwaway  age. 
Bonoff's  company  and  some  400  oth- 
er pickup-and-delivery  diaper  services 
face  a  blitz  from  companies  like  Proc- 
ter &  Gamble,  Scott  Paper  and  Kim- 
berh -Clark. 


The  same  problem  faces  Boston's 
Kendall  Co.;  Kendall  claims  that  its 
Curity  brand  diapers  account  for  over 
half  of  all  the  diapers  sold  in  the  U.S. 
But  Kendall  is  turning  out  paper  dia- 
pers, though  in  a  minuscule  amount. 
Kendall  also  supplies  some  of  the  ma- 
terials used  in  P&G  Pampers  paper 
diapers.  As  for  Morris  Bonoff,  he,  too, 
has  been  selling,  door-to-door,  paper 
diapers  that  he  manufactures  in  his 
own  plants. 

28  Billion  a  Year 

Diapers?  Don't  turn  up  your  nose. 
There  are  an  estimated  9  million  dia- 
perable  babies  in  the  U.S.  Figure  60 
changes  a  week  for  each,  and  you 
come  up  with  the  astounding  figure 
of  28  billion  changes  a  year.  The 
mere  thought  is  enough  to  send  a 
young  mother  back  to  the  Pill. 

Again  at  a  rough  estimate— because 
nobody  knows  precisely— paper  dia- 
pers were  a  $10-million  business  in 
the  U.S.  four  years  ago.  Until  1966 
the  business  was  cloth  all  the  way: 
A  small  7%  of  cloth  diapers  was  (and 
still  is)  done  by  pickup-and-delivery 
diaper  services;  the  balance  was  done 
the   old-fashioned   wav— in   the   wash- 


tub  -or  machine.  Paper  was  nowhere. 

In  the  four  years  since,  paper  dia- 
pers have  zoomed  from  almost  noth- 
ing to  something  like  $200  million, 
and,  unless  something  happens  to 
stop  them,  paper  diapers  will  be 
$l-billion  business  by  1980. 

Why  the  fast  growth?  In  a  word, 
convenience.  No  smelly,  messy  dia- 
pers to  store  in  a  pail  until  the  diaper 
man  comes.  Just  flush  them  down 
the  toilet  and  be  done  with  it.  Nc 
wonder  Morris  Bonoff  and  his  col- 
leagues are  worried.  Last  month,  the 
pickup-and-delivery  diaper  men  held 
their  annual  convention  in  Colorado 
Springs'  Broadmoor  Hotel.  Beflecting 
the  views  of  some  observers  attend- 
ing this  25th  annual  meeting  of  the 
Diaper  Service  Industry  Association, 
was  one  visitor  who  remarked:  "If 
we  don't  watch  out,  the  paper  boys 
are  going  to  do  to  us  what  Buffalo 
Bill  did  to  the  buffalo." 

The  cheapest  way  to  diaper  a  baby 
is  the  oldest  way:  Buy  your  own  dia- 
pers and  wash  them  yourself.  Even 
allowing  for  depreciation  on  the 
washer  and  dryer  and  diapers,  this 
can  be  done  for  about  $2  or  less  a 
week   per  baby.   A  pickup-and-deliv- 
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ery  service  probably  will  cost  about 
double  that— $2.75  to  S4  a  week,  de- 
pending on  the  locality  and  the  num- 
ber of  changes.  Finally,  disposable 
paper  diapers  come  in  on  the  high 
side,  with  a  cost  per  week  that  runs 
about  S3  to  So. 

The  problem  for  the  pickup-and- 
delivery  people  is  that  their  cost  ad- 
vantage, barely  10?,  probably  isn't 
great  enough  to  compensate  for  the 
greater  convenience  of  paper  diapers. 
Paper  diapers  probably  will  knock  off 
a  good  part  of  the  small  segment 
served  by  Associated  and  the  other 
pickup-and-delivery  services.  But  its 
biggest  gains  could  come  from  the 
93%  of  the  market  unreached  or  un- 
reachable by  the  pickup  services. 

The  smell  of  this  SI -billion  market 
has  attracted  some  of  the  sharpest 
marketing  noses  in  the  U.S.  Natural- 
ly, Procter  &  Gamble  is  in  big,  but  so 
are  Scott  Paper,  Kimberly-Clark,  Inter- 
national Paper  and  Johnson  &  John- 
son. Georgia-Pacific  and  Weyerhaeu- 
ser are  moving  in.  Stepping  up  their 
efforts  are  mass  retailers  like  Sears, 
Roebuck  and  Montgomery  Ward. 

They  could  hardly  afford  to  stay 
out.  Among  consumer  paper  prod- 
ucts, disposable  diapers  already  have 
caught  and  passed  the  whole  paper- 
napkin  market,  now  a  $160-million- 
a-year  business.  Within  five  to  ten 
years,  they'll  probably  outstrip  paper 
towels,  currently  a  $470-million  busi- 
ness, and  toilet  tissue,  which  does  an 
annual  volume  of  $535  million. 

At   the   moment,    Procter  &   Gam- 


ble is  sweeping  the  diaper  field  with 
its  Pampers  line,  which  may  enjoy  as 
much  as  90%  of  the  total  existing  mar- 
ket. P&G's  lead,  however,  is  not  as 
overwhelming  as  it  looks.  Right  now 
P&G  is  the  only  mass  marketer  with 
full  national  distribution.  But  its  com- 
petitors, Scott  in  particular,  are 
spreading  out  fast. 

P&G  is  ahead  because  it  was  the 
first  top  marketer  to  come  up  with  a 
well-designed,  competitively  priced 
disposable  sold  in  a  big  way  on  a 
mass  basis.  Until  1966  disposables 
were  expensive  and  poorly  made,  lan- 
guishing almost  exclusively  on  the 
shelves  of  drugstores.  If  promoted  at 
all,  it  was  only  half-heartedly  by  such 
outfits  as  Parke,  Davis  and  Chicopee 
Mills,  whose  Chux  brand  had  been 
around  for  28  years. 

Wipe  Off  That  Smirk! 

Back  in  1957  P&G  moved  into  the 
paper  business  in  a  big  way  with  the 
purchase  of  Charmin  Mills,  a  region- 
al producer  of  consumer  paper  prod- 
ucts. Competitors  smirked.  What  was 
the  soap  king  doing  in  toilet  paper 
and  tissues?  Gradually,  they  got  the 
point,  and  the  smirk  disappeared: 
P&G  had  sniffed  a  major  new  mar- 
ket and  had  gotten  to  it  first.  Today 
P&G's  assembly  plants  are  tiuning 
out  paper  diapers  literally  by  the  hun- 
dreds of  millions. 

P&G  spent  more  money  and  time— 
a  full  ten  years— on  developing  and 
test-marketing  Pampers  than  Henry 
Ford  plowed  into  his  first  automobile 
or  Edison  spent  on  inventing  the  first 
incandescent  bulb.  In  breaking  into 
paper,  P&G  needed  to  make  an  end 
run  around  Scott,  Kimberly-Clark  and 
others  strongly  entrenched  in  the  pa- 
per market  with  toilet  paper,  tissues 
and  other  products.  Diapers  were  the 
heaven -,sent  answer. 

Producing  a  successful  throwaway 
diaper  was  not  as  simple  as  it  sounds. 
P&G's  product  engineers  needed 
something  that  was  simultaneously 
soft  and  strong  as  well  as  moisture- 
proof,  yet  which  could  be  profitably 
mass-produced  at  a  popular  price.  In 
the  first  five  years  the  best  they  could 
come  up  with  was  a  disposable  whose 
average  retail  price  per  unit  was 
10  cents.  Supersecret  market  tests 
showed  that  this  was  far  above  the 
competitive  range  of  3/2  cents  typi- 
cally charged  by  a  diaper  service  and 
the  lM  cents  it  generally  costs  a  wom- 
an to  own  and  launder  a  single  dia- 
per at  home. 

So  P&G  called  in  its  production  en- 
gineers to  see  what  they  could  do 
with  the  problem.  After  several  hard 
years  they  came  up  with  a  block- 
long  machine.  This  equipment  simul- 
taneously assembles  three  materials— 


■ 


a  quick-drying  inner  lining  of  soft, 
rayon-like  material,  a  middle  layer 
of  absorbent  tissue  wadding  and  an 
outer  sheet  of  waterproof  polyethyl- 
ene. Then  it  folds  and  glues  them  all 
together  as  the  sheets  roll  along  at 
hundreds  of  feet  a  minute. 

"It  is  one  of  the  most  complex, 
high-speed  assembly  operations  we 
know  of,"  says  P&G. 

The  new  machine  brought  the  unit 
price  down  to  5/2  cents— for  a  diaper 
that  can  be  pinned  together  and 
comes  in  three  separate  sizes:  "new- 
born," "daytime"  and  "extra  strength" 
for  overnight.  This  price  and  product 
range  was  what  P&G's  brand  man- 
agers felt  they  needed.  They  began 
full  geographic  distribution,  starting 
in  the  Midwest  in  1966.  Now,  all 
told,  P&G  is  reportedly  spending  close 
to  $16  million  a  year,  half  for  adver- 
tising, half  for  free  samples— as  much 
as  it  puts  behind  almost  any  one  of 
its  soap  and  detergent  brands. 

P&G  is  pouring  on  the  promotion 
because  its  competitors,  though  en- 
tering the  market  later,  are  not  sitting 
on  their  hands.  As  early  as  1962  Scott 
began  working  on  an  entirely  different 
two-part  assembly  (see  cover  photo) 
consisting  of  a  permanent  outer  plas- 
tic panty  (which  each  new  mother 
gets  free  for  coupons  on  the  diaper 
package)  and  a  disposable  pad  insert 
that  fits  into  it.  By  early  1966,  the 
same  year  P&G  made  its  big  move, 
Scott  started  test-marketing  baby- 
Scotts  in  Denver,  Dallas  and  Minne- 
apolis. Today  Scott  has  some  70%  of 
the  country  covered  and  expects  to 
be  fully  national  by  next  year. 

The  business   gets   pretty  dirty  at 
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times.  Scott's  product  publicity  says: 
"While  other  makes  of  disposable  dia- 
pers are  one-piece  and  fasten  with 
potentially  hazardous  pins,  baby- 
Scotts  .  .  .  close  with  snaps."  Scott's 
strategy  in  some  markets  seems  to  be 
to  let  P&G  do  the  initial  education 
job  on  consumers,  then  move  in  to 
share  the  wealth— hoping  a  few  moth- 
ers' darlings  have  been  stabbed  by 
Pampers'  pins. 

On  the  other  hand,  Scott  has  tried 
to  capitalize  on  the  fact  that  P&G, 
until  now,  only  has  Pampers  assembly 
plants  in  the  Midwest  (Cheboygan, 
Mich.),  the  East  (Mehoopany,  Pa.) 
and  in  the  South  (Cape  Girardeau, 
Mo.).  P&G  only  recently  announced 
plans  to  build  one  in  the  Far  West  in 
Modesto,  Calif. 

To  take  advantage  of  this,  Scott 
reversed  its  own  traditional  new- 
product  strategy.  "We  went  West  first 
while  Procter  moved  out  of  the  Mid- 
west into  the  East,"  says  Ken  Wright, 
who  handled  babyScott's  domestic  in- 
troduction for  six  years  and  now 
spearheads  it  internationally.  "That 
destroyed  Procter's  usual  initial  ad- 
vantage and  forced  them  to  make  ex- 


pensive shipments  to  the  West  Coast 
to  match  our  move.  That  did  not  stop 
them.  But  it  took  something  extra  out 
of  their  war  chest." 

Kimberly-Clark  also  used  much  the 
same  strategy  to  introduce  Kimbies, 
a  new  disposable  diaper  whose  ad- 
hesive tabs  differ  from  Pampers'  pins 
and  babyScotts'  button  clips.  Interna- 
tional Paper's  Facelle  division  has 
been  marketing  Fresh-A-Byes  in  Can- 
ada for  the  last  few  years  and  now  is 
selling  them  in  California  and  other 
markets.  It  also  is  turning  out  a  new 
private  label  line  of  disposables  for 
Montgomery  Ward. 

Crossing  the  Atlantic 

The  direct  result  is  a  full-fledged 
dogfight  for  market  position  on  the 
West  Coast,  where  P&G,  Scott  and 
Kimberly-Clark  arrived  about  the 
same  time.  Now  Scott  has  come  East 
in  full  force. 

Scott  and  Kimberly-Clark  also  have 
stolen  a  march  on  P&G  in  the  for- 
eign market,  particularly  in  Scandi- 
navia, where  disposables  have  long 
been  a  way  of  life  (see  box,  p.  30), 
and  in  Western  Europe,  where  their 


sales  are  rising  as  fast  as  in  the  U.S. 
"Now  something  like  a  $250-million 
to  a  $300-million  market,  Europe 
should  hit  $750  million  to  $1  billion. 
,,  in  the  next  five  to  ten  years,"  says 
Scott's  Ken  Wright. 

In  Europe,  Scott  and  Kimberly  are 
up  against  such  well-entrenched 
Swedish  outfits  as  Cellva,  Stille-Wer- 
ner  and  Molnlycke  ("the  J&J  of  Eu- 
rope," which  sells  like  P&G).  The 
Swedes  have  been  waiting  for  P&G 
and  its  competitors  to  educate  enough 
American  mothers  in  the  use  of  dis- 
posables. Then  they'll  move  in  here. 

Stockholm's  Svenska  Cellulose, 
Sweden's  largest  paper  company,  al- 
ready has  a  firm  foothold  in  the  U.S. 
Svenska's  American  subsidiary,  the 
Swedish  Cellulose  Corp.  of  New  York, 
owns  22%  of  the  common  stock  and 
is  the  major  supplier  of  New  York's 
Patrician  Paper  Co.,  one  of  the  larg- 
est (sales  $9.7  million)  private-label 
makers  of  consumer  paper  products 
(for  A&P,  among  others)  in  the  U.S. 
Although  Patrician  has  not  said  so 
publicly,  the  word  in  the  paper  trade 
is  that  next  summer  Patrician  expects 
to   be    producing   disposable    diapers 


Obsolete?  Can  the  door-to-door  diaper  services  sur- 
vive? They  think  that  they  can.  But  two  things  are  work- 
ing against  them.  One  is  convenience.  The  other  is 
that  they  are  competing  with  the  most  efficient  form 
of  distribution  yet  devised,  the  supermarket.  Proc- 
ter &  Gamble's  unmatched  promotional  power— par- 
ticularly a   heavy  dose   of  daytime   as   well  as  night- 


time spot-television  advertising— already  has  succeeded 
in  getting  its  Pampers  placed  in  the  baby  products  sec- 
tion of  supermarkets  and  other  mass  outlets  nation- 
wide. P&G  even  beats  many  diaper  service  operators 
to  the  punch  with  a  steady  stream  of  new  samples 
distributed  to  new  mothers  before  they  buy  their 
own   cloth  diapers  or  sign   up   with   a  diaper  service. 
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The  tobacco 
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Since  we  started  diversifying,  we've 
been  telling  you  about  our  growing  family. 

We've  said  that  we're  not  just 
tobacco  people.  We're  also  packaging  peo- 
ple. Convenience  foods  people.  Corn  refin- 
ing people.  Containerized  snipping  people. 

All  true.  All  important.  But  we  should 
remind  you  that  we  are  still  tobacco  peo- 
ple, with  a  solid  base  of  brand  leadership. 

Our  Winston  is  the  country's  most 
popular  cigarette.  Salem  leads  the  men- 
thol category.  Camel  remains  ahead  in  reg- 
ular-sized brands.  Prince  Albert  is  the  larg- 
est selling  smoking  tobacco.  Day's  Work 
is  the  leading  plug  tobacco.  These  brands 
give  us  a  substantial  share  of  the  domestic 
tobacco  market.  And  we  are  expanding 
our  international   operations   to   satisfy 


growing  world  demand. 

Tobacco  has  been  our  business  for 
almost  one  hundred  years.  And  we're  still 
growing.  Always  looking  for  ways  to  im- 
prove our  tobacco  products  and  our  market 
share.  Our  record  proves  that  when  you  do 
something  extra  for  the  consumer  the  re- 
sults are  bound  to  be  something  extra  for 
yourself.  For  example,  in  the  expanding 
low  "tar"  and  nicotine  cigarette  market 
where  Doral  is  already  well  established 
and  our  new  Vantage  is  a  promising  entry. 

Growth  through  diversification.  We 
believe  in  it  and  we  act  on  it.  But  after 

all,  we  were  tobacco  peo-      

pie  first.  And  we  plan  to      ^^     1 1  p^N 
be  first  in  tobacco  for  an-  <  ■  !         < 

other  hundred  years.  )  LttJ  f 

R  J  Reynolds  Industries.  Inc 


Inside  every  new! 

is  a  little 


Just  enough  to  make  it  easy  to  switch  from 
IBM  to  RCA.To  let  you  keep  using  most  of  the 
360  DOS  programs  you  have  now. 

Here's  how  it  works.  Each  family  of  computers 
by  each  manufacturer  has  its  own  unique  internal 
language. 

Called  an  "instruction  set','  it  determines 
how  a  computer  is  programmed. 

IBM's  360  has  a  set  of  134  instructions.  Nestled 
in  amongst  all  the  unique  features  of  RCA's 
new  computers  is  that  same  set.  Exactly.  We're 
the  only  other  ones  on  the  market  that  have  it. 

We  planned  it  that  way.  Because  a  little  bit  of 
similarity  has  a  lot  of  value  to  you. 

RCA's  360  Mode  of  Operation 
lets  you  run  360  programs  without 
change,  and  run  them  faster. 

You've  spent  a  lot  of  time,  money  and  effort 
building  a  package  of  360  DOS  programs. 
When  you  switch  to  RCA,  they're  not  all  lost. 

Because,  based  on  the  parallel  between  the 
360  instruction  set  and  ours,  we've  created  a 
360  Mode  of  Operation. 

You  can  get  it  with  every  RCA  2,  RCA  3,  RCA  6 
or  RCA  7. 

It's  a  combination  of  hardware  and  software 
that  runs  most  360/30, 40  and  50  DOS  programs 
without  modification. The  only  difference  is 
they'll  be  running  on  a  faster,  more  powerful 
computer. 

So,  we  haven't  just  protected  your  software 
investment.  We've  made  it  worth  more. 


RCAs  exclusive  Guaranteed 
Conversion  cuts  the  risk 

when  you  switch. 

You  will  also  have  some  programs  you  want  to 
convert  to  RCA  programs,  to  take  advantage  of 
the  new  features  your  new  computer  will  have. 

Again,  because  the  instruction  sets  are 
identical,  converting  to  RCA  programming  is  easy. 

You  can  do  it  yourself.  Or  you  can  have  us 
do  the  whole  thing  for  you. 

For  360/30, 40  and  50  DOS  users,  we'll  make 
the  switch  and  guarantee  results. 

If  you  qualify,  we'll  convert  your  present 
applications  for  an  agreed  fee  by  an  agreed  date. 

The  guarantee  provides  for  penalty  payments 
by  RCA  if  we  don't  perform,  and  appropriate 
provisions  to  protect  both  parties. 

360  Mode  of  Operation.  Guaranteed  Con- 
version. It  can't  be  easier  than  that. 


RCA  computer 

bitof  IBM. 


A  little  similarity  makes 
switching  easy.  But  its  RCAs 
big  differences  that  make  it  right. 

Our  computers  have  a  lot  of  things  IBM's  new 
computers  don't  have. 

The  reason  most  people  have  to  move  to  a 
bigger  computer  is  that  their  workload  outgrows 
their  computers  memory  To  get  more  memorv 
from  IBM.  you  have  to  go  all  the  way  to  a 
processor  that's  much  bigger,  more  powerful  and 
more  expensive  than  you  may  need. 

RCA  found  a  new  way  to  build  lower  cost 
memories  with  the  same  proven  technology  that 
IBM  stayed  with  in  its  more  expensive  37()'s 
the  155  and  165. 

So  we  can  keep  prices  down,  and  match 
memories  to  processors  more  sensibly  than  ever 
before.  So  you  can  afford  memories  big  enough 
to  go  with  the  power  you  want. 

Virtual  memory. 

Whats  it  really  worth  to  you? 

Virtual  memory  makes  a  computer  work  as 
though  its  memorv  is  unlimited.  Which  means 
it's  hard  to  outgrow. 

it's  also  a  key  to  communications.  You  can 
run  jobs  in  your  computer  center,  pipe  them  in 
from  across  the  country  and  have  people  working 
on  time-sharing  terminals,  all  at  the  same  time. 

Virtual  memory  is  one  of  the  reasons  we 
reached  2Vi  times  our  1970  forecast  for  our  new 
computers  three  weeks  after  we  announced  them. 


RCA  3  and  RCA  7  are  the  only  new  computers 
that  have  virtual  memory.  IBM's  new 
computers  don't. 

IBM  unbundled. 

RCA  bundles  or  unbundles. 

How  much  can  that  save  you? 

IBM  used  to  give  you  all  the  people  for  the 
systems  support  you  needed  as  part  of  the  cost 
of  the  computer.  No  more.  Now  they  charge 
for  it.  And  it's  costing  a  lot  of  companies  a  lot 
more  than  they  expected. 

RCA,  on  the  other  hand,  is  the  only  major 
computer  maker  that  lets  you  choose  how  you 
get  systems  support.  Bundled  or  unbundled. 
Whichever  is  better  for  you. 

Another  contract  exclusive  is  our  Flexible 
Accrued  Equity  Plan  that  can  reduce  your  equip- 
ment rentals  up  to  150/r  a  month.  And  in  72  months, 
you  own  the  computer. 

All  this  is  part  of  our  plan  to  give  you  what 
you  want,  not  what  we  want  you  to  take. 

Computers  with  a  little  bit  of  IBM  included 
so  they're  easy  to  sv/itch  to.  Computers  with 
exclusive  new  features  to  make  them  the  right 
step  up  for  you.  Policies  that  make  them  easier 
to  get  and  more  profitable  to  have. 

Easy.  That's  the  key.  RCA  is  easier  to  do 
business  with. 


ItCJI 

COMPUTERS 


that  supermarket  chains  can  market 
under  their  own  label  at  about  15% 
below  the  present  price  of  most  na- 
tionally advertised  brands. 

Competition  already  is  so  keen  that 
the  great  diaper  derby  already  lists 
one  big  casualty.  Borden  Co.,  which  in- 
troduced its  White  Lamb  brand  five 
years  ago,  has  since  withdrawn  it. 

Meanwhile,  Morris  Bonoff  and  oth- 
er old-time  diapermen  are  not  going 
down  without  waging  a  fight.  The 
Diaper  Service  Industry  Association  is 
ready  with  its  own  campaign.  The 
DSIA  has  put  Arthur  D.  Little,  the 
big  research  firm  in  Cambridge,  Mass., 
to  work  developing  an  odor-free  con- 
tainer after  a  special  market  study 
showed  that  what  most  bugged  dia- 
per service  users  was  the  odor  from 
dirty  diapers  waiting  for  pickup.  The 
new  ADL-designed  system  is  now  be- 
ing marketed  nationally  by  diaper 
services. 

The  old-line  diaper  people  also 
think  they  may  have  something  in 
the  ecology  argument  (see  ad,  right). 
There  is  a  rumor  that  Diaper  Asso- 
ciation representatives  were  feeding 
information  to  student  activists  last 
Earth  Day  to  the  effect  that  paper 
diapers  were  the  latest  plot  by  Big 
Business  to  clog  the  nation's  streams 
and  poison  the  water. 

Is  the  convenience  of  paper  dia- 
pers paid  for  in  pollution?  The  evi- 
dence is  contradictory,  at  best,  ac- 
cording to  Dr.  John  H.  Bushnell, 
chairman  of  the  Division  of  Environ- 
mental Biology,  University  of  Colo- 
rado. Paper  diapers  are  a  highly  pro- 
cessed product  whose  manufacture 
might  add  to  pollution,  Bushnell  told 
Forbes.  But  he  knows  of  no  concrete 
evidence  that  the  disposable  diaper 
causes  a  greater  pollution  problem 
than  the  manufacture  and  disposal  of 
cloth.  Burning  of  the  paper,  he  thinks, 
could  cause  some  air  pollution— "but 
essentially  a  low-grade  type,  not  like 
the  pollution  resulting  from  industrial 
waste."  He  thinks  that  paper  dia- 
pers could  clog  poor  sewage  systems 
but  that  any  dire  effect  upon  good 
systems  is  debatable. 

Consumers  Union,  lately  almost  as 
interested   in   ecology   as   in   product 


SPREAD 

THE 
WORD! 


Should  you  use  cotton  diapers  or 
paper  diapers  on  your  new  natty* 


I 


Diaper  Service  is 
better  than  paper 
diapers. 

Now,  for  the  first  time, 
there  is  an  effective, 
easy-to-understand  way 
to  counteract  the 
confusion  and  controversy 
over  cotton  diapers 
versus  paper  diapers. 

SHOULD  YOU  USE 
COTTON  DIAPERS  OR 
PAPER  DIAPERS  ON 
YOUR  BRAND  NEW 
BABY?  This  booklet  asks 
all  the  questions  any 
concerned  parent  would 
ask.  And  it  answers  them  all  honestly  and  forthnghtly— showing 
why  cotton  diapers  and  diaper  service  are  best. 

It  tells  your  customers  that  cotton  diapers  are:  less  expensive- 
antiseptic— ecologically  safer— recommended  by  physicians— truly 
disposable— more   convenient— more  absorbent— less  work— and  less 
liable  to  leave  baby  with  diaper  rash  than  paper  diapers. 


Propaganda  War.  Though  some  diaper  services  also  sell  paper  diapers 
as  a  sideline,  their  industry  association  urges  them  to  pass  this  sheet 
on  to  their  customers.  This  sheet  encourages  mothers  to  write  for  a 
brochure,  which  cites  unnamed  ecologists  "and  other  experts"  who 
"tell    us    we    should    avoid    using    paper    diapers    if    possible.    .    .    ." 


testing,  is  preparing  a  major  new  rat- 
ing of  paper  diaper  brands  scheduled 
for  publication  this  February,  but 
says  it  has  not  fully  analyzed  the  pol- 
lution angle.  Balph  Nader's  Baiders 
say  they  haven't  looked  into  paper 
diapers— yet. 

Meanwhile,  the  paper  diaper  man- 
ufacturers have  fought  back.  They 
are  quick  to  point  out  that  the  pickup- 
and-delivery  diapers  and  the  home- 
cleaned  diapers  also  contribute  to  eco- 
logical   problems,    not    only    because 


they  use  up  large  amounts  of  water, 
but  because  they  cause  soap  and  de- 
tergent suds  to  be  flushed  into  the 
sewage  systems. 

In  the  end,  the  ecological  argu- 
ment isn't  likely  to  prove  decisive.  As 
one  young  lady  said:  "American  wom- 
en are  not  about  to  give  up  sanitary 
napkins,  just  because  somebody  says 
they  cause  pollution.  I  think  mothers 
will  feel  the  same  way  about  the  con- 
venience of  paper  diapers." 

Progress  marches  on.   ■ 


Sweden    has    the    second-highest 

standard  of  living  in  the  world  and 
probably  the  highest  standard  of 
diapering:  For  years  Swedish  moth- 
ers have  rarely  seen  a  cloth  dia- 
per; 95%  of  Sweden's  babies  use 
paper  ones.  "I  couldn't  believe  it 
when  I  came  to  your  big,  wonder- 
ful country  with  all  its  marvel- 
ous   technology,"    says    Mrs.    Mar- 


Backward  America 


gareta  Skala,  whose  husband, 
Bjorn,  is  secretary  to  the  Swedish 
Mission  to  the  United  Nations  in 
New  York.  At  first,  Mrs.  Skala 
used  P&G's  Pampers  for  her  three- 
month-old  son,  Gunnar.  "But  they 
cost  so  much,  about  three  times 
what  we  have  to  pay  for  disposa- 
ble diapers  in  Sweden."  Did  Mrs. 
Skala  switch  to  cloth?  No,  indeed. 


Her  husband  arranged  to  have 
Stockholm's  Stille-Werner  ship  a 
huge  load  of  its  Bambino  disposa- 
bles to  the  U.S.  Now,  says  Mrs. 
Skala,  she  and  every  young  Swed- 
ish mother  she  knows  uses  them, 
including  the  wives  of  all  her  coun- 
trymen at  the  Swedish  Chamber  of 
Commerce  and  Swedish  Informa- 
tion Service  in  New  York  City. 


s 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities.  The  offering  is  made 

only  by  the  Prospectus.  This  is  published  on  behalf  of  only  such  of  the  undersigned  as  are 

qualified  to  act  as  dealers  in  securities  in  the  respective  States. 


New  Issue 


November  24,  1970 


6,000,000  Units 

Tenneco  Inc 


6,000,000  Shares  of  Common  Stock 

With 

Warrants  for  the  Purchase  of  6,000,000  Shares  of  Common  Stock. 

Offered  only  in  Units  consisting  of  one  share  of  Common  Stock  and  a  Warrant  entitling 
the  holder  to  purchase  one  additional  share  of  Common  Stock  (subject  to  adjustment) 
at  S24.25.  The  Warrants  are  separate  securities  immediately  exercisable  and  sepa- 
rately transferable  upon  delivery  thereof  at  any  time  on  or  prior  to  November  1,  1975, 
when  the  Warrants  expire.  The  Warrants  will  be  issued  in  fully  registered  form  only. 

Price  £22.25  Per  Unit 


Copies  of  the  Prospectus  may  be  obtained  from  only  such  of  the 
undersigned  as  are  qualified  to  act  as  dealers  in  the  respective  States. 


Stone  &  Webster  Securities  Corporation    White,  Weld  &  Co.    Paine,  Webber,  Jackson  &  Curtis 

Blyth  &  Co.,  Inc.       The  First  Boston  Corporation      Kuhn,  Loeb  &  Co.      Loeb,  Rhoades  &  Co. 

duPont  Glore  Forgan         Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 
Lazard  Freres  &  Co. 
Wertheim  &  Co. 


Drexel  Harriman  Ripley 

Incorporated 

Goldman,  Sachs  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 

Smith,  Barney  &  Co. 

Incorporated 

Credit  Lyonnais  Corporation 


Hornblower  &  Weeks-Hemphill,  Noyes 
Salomon  Brothers 


Lehman  Brothers 

Incorporated 

Dean  Witter  &  Co.  Bache  &  Co. 

Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Paribas  Corporation 


Reynolds  &  Co.  Bear,  Stearns  &  Co.  A.  G.  Becker  &  Co.  Alex.  Brown  &  Sons 

Incorporated 

CBWL-Hayden,  Stone  Inc.    Clark,  Dodge  &  Co.    Dick  &  Merle-Smith    Dominick  &  Dominick, 

Incorporated  Incorporated 

Equitable  Securities,  Morton  &  Co.  First  Southwest  Company  Robert  Fleming 

Incorporated  Incorporated 

Hallgarten  &  Co.      W.  E.  Hutton  &  Co.      Ladenburg,  Thalmann  &  Co.      F.  S.  Moseley  &  Co. 
R.  W.  Pressprich  &  Co.  L.  F.  Rothschild  &  Co.  Shearson,  Hammill  &  Co. 

Incorporated  Incorporated 

Shields  &  Company      F.  S.  Smithers  &  Co.,  Inc.      Spencer  Trask  &  Co.      G.  H.  Walker  &  Co. 

Incorporated  Incorporated  Incorporated 

Waist  on  &  Co.,  Inc.  Comnierzbank  Hill  Samuel  Securities  Klein  wort,  Benson 


AktienreselUchaft 


Corporation 


Incorporated 
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Preparedness  in  Providence 

Textron  is  weathering  the  conglomerate  shakeout  not  with  mirrors 
or  acquisitions,  but  with    Yankee   thrift  and  taut  management. 


It  happened  just  as  they  said  it 
would  one  day  in  the  Union  Clubs  of 
Midwest  America:  One  by  one  the 
conglomerates,  who  had  terrorized 
the  whole  blue-chip  industrial  estab- 
lishment in  1967  and  1968,  began  to 
shrink  by  expedient  deglomeration, 
some  to  the  verge  of  bankruptcy.  But 
even  as  the  shakeout  continues,  it  is 
clear  that  a  few  conglomerates  will 
weather  the  storm  easily— most  no- 
tably Providence-based  Textron. 

Two  short  years  ago  it  was  nearly 
impossible  to  pick  Textron  out  from 
the  conglomerate  herd.  Such  was  the 
sorry  state  of  corporate  financial  re- 
porting that  all  acquisitive  multicom- 
panies  looked  equally  miraculous  and 
equally  incomprehensible. 

But  no  longer.  In  1970's  first  nine 
months,  when  earnings  per  share  of 
conglomerates  like  Ogden  and  Kidde 
are  off  53%  and  33%,  respectively,  and 
when  troubled  L-T-V  was  running 
$17.9  million  in  the  red,  Textron's 
modest  decline  of  9.1%— its  first  since 
1961— was  a  standout.  Textron  has 
consistently  ranked  among  the  most 
profitable  of  the  multicompanies  with 
a  return  on  total  capital  that  has  av- 
eraged over  17%  in  recent  years. 

In  1970  Textron's  15-year-old  col- 


lection of  high-quality  "baby  blue 
chips"  is  showing  the  usual  mixture  of 
ups  and  downs.  Predictably,  the  big- 
gest falloff  came  in  auto  parts  and 
machine  tools,  cushioned  somewhat 
by  steady  performance  in  ball  bear- 
ings (Fafnir)  and  stapling  devices 
(Bostitch).  Textron's  biggest  money 
earners  continue  to  be  consumer  prod- 
ucts like  watchbands  (Speidel), 
snowmobiles  (Polaris)  and  chain  saws 
(Homelite).  But  against  all  odds, 
Textron's  aerospace  division  showed 
no  decline  at  all,  as  growth  chiefly  in 
Minuteman  strategic  systems  offset 
lower  helicopter  sales  (Bell). 

Banker's  Balance  Sheet 

How  has  Textron  remained  so  prof- 
itable? One  reason  is  its  strong  balance 
sheet.  Under  the  late  Rupert  Thomp- 
son, a  onetime  banker,  Textron's  long- 
term  debt  even  during  the  booming 
late  Sixties  consistently  remained 
around  20%  of  total  capitalization,  and 
senior  capital,  including  preferred 
stock,  never  exceeded  common  equity. 

What  makes  Textron's  earnings  rec- 
ord particularly  impressive  among 
multicompanies  is  its  accounting  con- 
servatism. Research-and-development 
costs  and  tooling  costs  are  expensed 


rather  than  capitalized.  Goodwill  aris- 
ing '  from  purchase  acquisitions  is 
amortized  against  income  rather  than 
carried  on  the  books  as  a  nondepre- 
ciable asset.  Unlike  such  blue  chips 
as  U-S.  Steel  and  Rohm  &  Haas,  Tex- 
tron has  not  switched  from  accelerat- 
ed to  straight-line  depreciation  in  or- 
der to  increase  earnings  and  asset  val- 
uation. In  a  number  of  divisions 
inventories  are  carried  on  a  LIFO 
(last-in-first-out)  basis,  which  penal- 
izes earnings  when  prices  rise  as  op- 
posed to  the  alternative  first-in-first- 
out  (FIFO)  method.  Even  the  invest- 
ment tax  credit  is  amortized  over  the 
life  of  the  assets,  rather  than  being 
taken  all  at  once  into  earnings  each 
year  as  many  companies  do. 

Textron  deliberately  chose  not  to 
add  the  30-cent-to-40-cent  per  share 
that  such  devices  would  have  yielded. 
"You  don't  win  a  long  race  by  sprint- 
ing around  and  then  getting  tired," 
says  President  G.  William  Miller. 
"You  run  a  steady  race  and  don't 
try  to  scrounge  around  for  earnings 
one  year  through  fancy  bookkeeping, 
only  to  pay  the  price  the  next.  And 
you  apply  yourself  to  the  task  of  ex- 
ercising control  without  demotivating 
decentralized  operations." 


U.S.  Copper  Cuts  the  Pressure 

The  recent  cuts  in  copper  prices  have  significance 
far  beyond  their  direct  economic  implications. 


Less  than  two  months  ago,  after  rising 
steadily  for  six  years,  the  price  of  cop- 
per in  the  U.S.  stood  at  an  all-time 
high  of  60  cents  a  pound.  Today, 
after  two  swift  reductions  led  by 
Phelps  Dodge  Corp.,  the  second-larg- 
est domestic  producer,  U.S.  copper 
sells  for  53  cents  a  pound.  Why? 

One  reason  is  that  the  six-year-long 
worldwide  copper  shortage  seems  to 
have  given  way,  at  least  temporarily, 
to  unexpected  surpluses.  But  another 
reason  could  be  a  desire  by  the  big 
U.S.  producers— Anaconda,  Kenne- 
cott,  Phelps  Dodge  and  the  others— 
to  relieve  some  of  the  mounting  politi- 
cal and  legal  pressure  against  their 
two-tier  pricing  system. 

Two-tier  pricing  was  a  good  thing 
for  U.S.  copper  users  when  the  world 
copper  price,  as  determined  by  levels 
on  the  London  Metal  Exchange,  be- 
gan soaring  to  record  highs  in  the 
mid-1960s.  From  30  cents  a  pound  in 


early  1964  the  world  price  rose  as  high 
as  90  cents  at  one  point  and  early  this 
year  stood  at  80  cents.  Fearing  sub- 
stitution by  other  metals,  U.S.  produc- 
ers decided  to  maintain  a  separate 
lower  price  that  in  recent  years  has 
been  pegged  between  25%  and  40% 
below  the  world  price.  Obviously,  at 
that  price,  demand  exceeded  supply. 
This  left  the  U.S.  producers  in  the 
position  of  having  to  allocate  their 
supplies  of  copper  to  selected  fabri- 
cating customers.  This  in  turn  meant 
that  some  fabricators,  including  the 
producers'  own  sizable  fabricating  op- 
erations, were  getting  copper  at  much 
lower  prices  than  those  who  had  to 
buy  heavily  on  the  world  market. 

Fabricators  who  came  up  short  be- 
gan complaining  loudly.  In  response, 
President  Nixon  last  January  ap- 
pointed a  Cabinet  subcommittee, 
headed  by  Hendrik  S.  Houthakker,  a 
member  of  the  Council  of  Economic 


Advisers,  to  investigate.  Was  the  two- 
priced  system  justified?  Did  U.S.  pro- 
ducers discriminate  in  favor  of 
their  own  fabricating  divisions?  The 
Houthakker  Committee  decided  the 
two-tier  pricing  and  allocation  system 
wasn't  justified  and  recommended 
steps,  though  fairly  mild  ones,  to  end 
it.  The  Committee  refused  to  draw 
any  antitrust  conclusions.  "It  prob- 
ably violates  the  spirit  of  the  anti- 
trust laws,"  says  Houthakker,  "but 
only  a  court  of  law  can  determine  if 
there  were  actual  violations." 

Some  fabricators,  however,  were 
not  satisfied.  Triangle  Industries,  a 
smallish  Newark,  NJ.-based  fabrica- 
tor, brought  a  suit  that,  among  other 
remedies,  demands  the  producers  be 
forced  to  divest  their  fabricating  op- 
erations. In  October  another  small  fab- 
ricator, Reading  Industries,  brought  a 
similar  suit.  Meantime  some  politi- 
cians   were   getting   interested.    Con- 
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Textron  did.  however,  suffer  from 
the  national  reaction  against  con- 
glomerate takeovers.  Shortly  after  it 
0  lost  United  Fruit  ( S439-million  as- 
sets) to  AMK  (now  United  Brands) 
in  late  1968,  the  Justice  Department 
cfacked  down  on  large-scale  mergers. 
And  out  the  window  went  Bill  Miller's 
"Phase  Three"  plan  for  rnaior  acquisi- 
tions (Forbes,  Dec.  1,  1968). 

Instead,  Textron  has  turned  its 
attention  overseas.  European-based 
Textron  Atlantic,  formed  in  early 
1970,  is  being  funded  with  $30  mil- 
lion in  Eurodollars  and  Euro-curren- 
cies as  a  vehicle  for  acquisitions.  But 
Miller  denies  he  is  trying  to  get 
around  the  ban  on  large-scale  acqui- 
sitions. "We're  not  going  to  Europe 
to  try  to  do  something  big  to  get  out 
from  under  the  Justice  Department. 
We're  not  out  to  acquire  big  compa- 
nies or  basic  industries  or  to  be  the 
biggest  employer  in  a  major  city. 
We're  starting  small  with  S10-million 
to  S20-inillion  companies,  building  a 
sound  grouping  just  like  we  built 
Textron.  Textron  Atlantic  is  our  con- 
scious decision  that  we  need  to  be- 
come a  multinational  company,  a 
planetary  corporation  in  this  decade." 

Miller  is  also  contemplating  a  more 
aggressive  small-company  acquisition 
program:  "I  think  we  might  substi- 
tute the  building  of  Textron  units 
through  the  acquisition  of  compo- 
nents, assembling  a  group  of  compa- 
nies  perhaps   in   a   service   area."   He 


Miller  of   Textron 

concedes,  however,  that  Textron 
would  rather  buy  baby  blue  chips 
than  piece  them  together  this  way. 

But  Miller  is  quick  to  point  out 
that  Textron's  hopes  for  the  future 
are  not  pinned  primarily  on  acquisi- 
tions. Says  he:  "I  think  the  emphasis 
will  be  increasingly  on  internal  growth 
for  the  next  four  or  five  years,  as  it 
has  been  with  us  for  some  years  now, 
and      that's      a      healthy      test      for 


good  companies.  We're  ready  for  it." 
That  he  is.  Textron's  research  out- 
lay has  averaged  23%  of  pretax  in- 
come for  the  past  five  years,  a  bit 
over  2%  of  sales.  As  a  result,  roughly 
one-fifth  of  Textron's  $1.7-billion  sales 
comes  from  products  that  are  off  the 
drawing  boards  five  years  or  less. 

As  Miller  sees  it,  Textron  has  fi- 
nally graduated  from  "conglomerate" 
status:  "The  term  conglomerate  has 
come  to  mean  a  company  working  the 
arithmetic  shell-game-type  of  opera- 
tion. And  I  think  these  companies  are 
going  to  fade  out  because  of  the  cost 
of  capital.  Think  of  the  large  empires 
that  are  being  dismantled  right  now 
in  order  to  pay  off  creditors.  Those 
creditors  are  not  going  to  lend  money 
to  those  kinds  of  companies  so  easily 
again  when  they  see  how  painful  it 
is  to  get  it  back.  The  diversified  the- 
ory is  a  correct  one,  I  think,  but  the 
capital  is  going  to  go  to  those  compa- 
nies that  think  in  operating  terms 
and  have  shown  they  know  how  to 
manage  their  assets  and  control  ex- 
penses in  tough  times." 

Or,  to  put  it  another  way,  Textron 
is  a  conglomerate  that  did  its  wheel- 
ing and  dealing  in  the  Fifties  when  it 
was  innovative,  then  got  its  house  in 
order  financially  and  operationally  in 
the  Sixties  and  had  sense  enough  to 
bow  out  when  imitators  carried  a 
good  idea  to  excess.  Call  it  the  legacy 
of  a  prudent  Yankee  banker  named 
Rupe  Thompson.   ■ 


Fabr/cafors  are  getting  cheaper  copper  these  days,  but  the  lawsuits  remain. 


gressmen  John  Moss  (Dem.,  Calif.) 
and  Phillip  Blanton  (Dem.,  Tenn.) 
opened  hearings  on  the  U.S.  produc- 
ers' pricing  and  allocation  system. 

Meanwhile,  events  were  making  the 
whole  matter,  temporarily  at  least,  aca- 
demic. With  the  world  price  at  just 
under  50  cents  a  pound,  the  new  U.S. 
price  was  only  4  cents  away.  George 


B.  Munroe,  Phelps  Dodge's  48-year- 
old  president,  recently  declared  flatly: 
"The  two-price  system  is  dead."  In 
fact,  the  prices  could  come  even  closer 
together.  Late  last  month  representa- 
.  tives  of  the  world's  big  copper  pro- 
ducing nations— Zambia,  Chile,  Peru 
and  Congo  Kinshasa— convened  in 
Paris  to  seek  ways  of  firming  and  per- 


haps raising  the  world  price,  which 
may  happen  early  in  1971. 

Remembering  the  disadvantages  of 
not  being  allocated  lower  priced  U.S. 
copper  during  the  recent  shortage  pe- 
riod, the  domestic  producers'  regular 
customers  were  reluctant  to  shift  to 
the  world  market  even  at  much  lower 
prices.  But  they  were  becoming  in- 
creasingly unhappy  about  it.  This 
placed  the  fabricators,  including  the 
producers'  own  fabricating  divisions, 
at  a  clear  competitive  disadvantage. 

Is  two-tier  pricing  and  allocation 
really  a  dead  issue  now?  "Events 
have  overtaken  the  market  and  mav 
make  it  look  that  way,"  says  Hendrik 
Houthakker,  "but  the  fact  is  that  the 
system  still  exists."  Another  copper 
shortage  might  resurrect  it,  and  an- 
other shortage  could  arise  as  early  as 
next  summer,  when  the  U.S.  produc- 
ers face  another  round  of  labor  nego- 
tiations and  a  possible  strike.  The  last 
strike  against  them,  for  nine  months 
in  1968,  prolonged  the  worldwide 
shortage  for  two  more  years. 

But  for  now  the  U.S.  producers 
seem  to  have  removed  some  of  the 
political-economic  pressures.   ■ 
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Britain's  Booming  China  Trade 

Surging  demand  from  the  U.S.  has  catapulted 
England's  bone-china  industry  out  of  its  cottage 
industry  past  and  almost  into  the  20th  century. 


There  aren't  many  people  who  can 
afford  it.  Just  enough. 

Just  enough  to  make  England's 
bone-china  industry  "constantly  over- 
sold." Which  is  the  English  way  of 
saying  that  no  matter  how  much  the 
industry  produces,  it  cannot  keep  up 
with  the  demand. 

Bone  china  is  almost  an  English 
monopoly.  In  fact,  it's  almost  a  mo- 
nopoly of  a  city  in  England  called 
Stoke-on-Trent,  made  famous  in  the 
novels  of  Arnold  Bennett.  There  is  one 
company  in  the  U.S.  that  manufac- 
tures bone  china,  Lenox.  There  are 
two  in  Japan.  Aside  from  that,  all 
bone  china  is  manufactured  in  Eng- 


land, and  85%  of  all  the  bone  china 
manufactured  in  England  is  manufac- 
tured in  Stoke-on-Trent. 

Almost  every  American  housewife 
knows  the  names:  Wedgwood,  Spode, 
Min  ton,  Royal  Worcester,  Royal 
Doulton,  Royal  Crown  Derby,  Ridg- 
wood,  Booth.  They're  expensive,  and 
they're  getting  more  expensive  day 
by  day.  A  Dynasty  place  setting 
(made  by  Minton)  that  sold  for  $175 
just  a  few  years  ago  sells  for  $375 
now.  Dynasty  is  a  standard  pattern. 
Anything  special  costs  a  great  deal 
more.  The  other  day,  John  Hartill, 
great-great  grandson  of  the  founder 
of  Minton,   showed   a  visitor  an   18- 


Stoke-on-Trent  remains  the  headquarters  for  the  Minton  China  Works 
and  others  for  reasons  that  no  longer  exist.  Abundant  red  clay  deposits 
which  made  the  town  the  center  of  pottery-making  in  Roman  times  are 
not  suitable  for  light-colored  bone  china.  Kilns  that  once  used  near- 
by coal  for  firing  now  are  fueled  by  oil,   electricity  and  natural  gas. 
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place  dinner  set  that  had  been  or-# 
dered  by  a  Texan.  Price:  $12,000. 
One  of  HarriU's  assistants,  Mrs.  Sheila 
Redmond,  went  him  a  bit  better.  She 
showed  a  dinner  set  ordered  bv  an- 
other Texan  for  $26,400. 

Stoke-on-Trent  was  making  pottery 
back  in  the  days  of  the  Romans.  It 
started  making  bone  china  about  270 
years  ago.  Bone  china  gets  its  name 
from  the  fact  that  it's  made  half  from 
clay  and  half  from  what  Hartill  calls 
"burned  cow  bones."  Until  about  20 
years  ago  it  was  a  cottage  industry, 
consisting  of  hundreds  of  tiny  firms. 
Then  Americans  started  to  want  bone 
china.  The  cottage  firms  could  not 
meet  the  demand,  and,  as  a  result, 
they  began  to  amalgamate.  About 
two-thirds  of  the  output  is  now  con- 
centrated in  four  publicly  owned 
groups:  Wedgwood,  Royal  Doulton, 
Royal  Worcester  and  Allied  English 
Potteries.  Among  them  they  employ 
about  30,000  workers  and  they  do 
about  $125  million  worth  of  business 
a  year,  some  40%  of  it  for  export. 

Prior  to  the  amalgamations,  most 
of  the  firms  barely  got  along.  Minton 
(which  is  now  part  of  the  Royal 
Doulton  group)  made  a  minuscule 
profit.  Spode  lost  money  year  after 
year,  attempting  to  maintain  350  pat- 
terns in  stock  and  to  fill  any  special 
order.  Royal  Crown  Derby  was  in  the 
red  for  15  years  straight. 

Now,  all  four  of  the  bone-china 
groups  are  highly  profitable,  earning 
between  8%  and  11%  on  sales,  and 
all  are  expanding  madly  to  meet  the 
American  demand,  which  has  risen  by 
70%  in  the  past  five  years. 

The  reason  the  industry  continues  to 
stay  in  Stoke-on-Trent  is  that,  despite 
great  modernization  and  rationaliza- 
tion, it  still  is  basically  a  handicraft 
industry  (see  photos).  And  the  skilled 
people  live  in  Stoke-on-Trent. 

They  are  people  like  Harold 
and  Charlie  Hopwood,  brothers,  who 
work  at  Minton.  Their  father  worked 
at  Minton  for  56  years.  Their  grand- 
father, born  in  1827,  went  to  Minton 
when  he  was  ten,  the  year  Queen 
Victoria  was  crowned,  and  stayed 
there  for  70  years.  Their  great-grand- 
father started  at  Minton  when  it  was 
founded  in  1793. 

Until  recently,  the  people  at  Stoke- 
on-Trent  learned  how  to  make  bone 
china  simply  by  watching  their  par- 
ents make  it  right  in  their  homes. 
This  system  of  education  was  called 
"sitting  by  Nellie."  Now  that  bone  chi- 
na no  longer  is  a  cottage  industry,  the 
four  groups  that  dominate  it  have  a 
training  program,  sponsored  by  the 
government  under  the  Government 
Training  Act.  This  requires  the  com- 
panies to  spend  1.5%  of  their  payrolls 
training    youngsters    in    the    various 
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Still  Picturesque  but  no  longer 
impractical,  England's  bone- 
china  makers  prove  that  hand- 
crafting can  pay  in  1  970. 


skills  involved  in  making  bone  china. 

Depending  on  what  skill  a  young- 
ster wants  to  learn,  it  takes  between 
a  couple  of  months  and  several  years 
for  him  or  her  (50%  of  the  workers 
are  women)   to  become  a  craftsman. 

The  necessity  for  craftsmen  is 
what  makes  the  bone-china  industry 
constantly  "oversold."  There  simply 
aren't  enough  of  them,  despite  the 
government-sponsored  training  pro- 
gram. A  special  order  may  take  as 
long  as  nine  months  to  fill.  That 
$12,900,  18-piece  dinner  set  John 
Hartill  showed  a  visitor  was  two  years 
in  the  making. 

In  the  old  days,  practically  all  bone 
china  was  made  to  order.  Much  still 
is,  and  the  biggest  profits  come  from 
special  orders.  However,  the  increas- 
ing demand  from  Americans  and  oth- 
er foreigners  has  led  to  a  great  deal 
of  standardization.  In  the  U.S.  mar- 
ket, according  to  John  Bryan,  the  first 
nonfamily  chairman  of  Wedgwood, 
the  firms  have  discovered  a  strange 
thing.  While  the  English  want  con- 
temporary designs,  Americans  de- 
mand the  traditional  patterns.  "Amer- 
icans want  recognizable  English  de- 
signs," says  Bryan. 

Americans  also  have  an  insatiable 
demand  for  "commemorabilia."  These 
are  special  issues  commemorating 
moon  landings,  Presidential  inaugura- 
tions, college  graduations  and  the 
like.  There  is  also  an  insatiable  de- 
mand for  limited  editions  of  a  spe- 
cially designed  figurine. 

The  industry  loves  this,  because, 
given  the  demand,  it  can  get  profit 
margins  as  high  as  25%.  "They're  only 
jam,"  says  a  Doulton  spokesman,  "but 
very  nice  jam." 

One  of  the  reasons  for  the  demand 
for  commemorabilia  is  the  fact  that 
it  often  appreciates  tremendously  in 
value,  making  it  a  fine  investment. 
The  classic  example  is  the  Bobwhite 
Quail.  This  was  the  first  in  Royal 
Worcester's  famous  scries  of  Birds  ol 
America.  It  was  discontinued  after 
only  22  pairs  had  been  made.  Sold 
originally  for  about  $200,  a  pair  re- 
cently brought  $36,000  at  auction. 

Twenty  percent  of  Wedgwood's 
china  business  comes  from  such  spe- 
cial issues.  Royal  Doulton  now  brings 
out  a  new  special  issue  a  week.  Each 
issue  may  run  to  several  hundred  cop- 
ies, but  Royal  Doulton  releases  only  a 
few  at  a  time  over  a  period  of  two 
or  three  years.  One  recent  edition,  the 
Indian  Brave,  came  out  in  500  copies 
at  $2,350  each. 

Facing  the  railroad  station  in 
Stoke-on-Trent  is  a  statue  of  Josiah 
Wedgwood,  who  was  born  in  1730. 
'Wedgwood  is  the  patron  saint  of  the 
city,  but  he  never  made  bone  china. 
He  made  pottery.   ■ 
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This  Type  "F"  Shell  and  Tube  Heal  Ex- 
changer is  available  from  Young  in  sin- 
gle, two  pass  and  four  pass  models  with 
copper  base  alloy  or  stainless  steel  con- 
struction. This  is  typical  of  over  1100  dif- 
ferent heat  exchangers  built  to  heat  or 
cool  water,  oil,  process  fluids,  gases  or  to 
condense  steam  and  vapors.  Many  models 
are  available  from  stock  for  immediate 
delivery.  If  you  need  maximum  heat  trans- 
fer and  minimum  size,  we  have  a  Heat 
Exchanger  to  meet  your  specific  require- 
ment. Write  for  Catalogs     #1169,  1270. 

YOUNG  RADIATOR  COMPANY 

General  Offices:  Racine,  Wisconsin  53403 

Radiators  •  Heat  Exchangers  •  Oil  Coolers 

Condensers  *  Unit  Heaters 


The  Hatteras  is  remarkably  com- 
fortable. With  fiberglass  it  is  pos- 
sible to  mold  a  hull  shape  which 
virtually  eliminates  pounding, 
yawing  and  broaching.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature,  en- 
close $1.00.  Send  to  2581  Kivett 
Drive,  High  Point,  N.  C.  27261 
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Hatteras  Yacht  Division 

North  American  Rockwell 
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She  grows  flies 


Every  year,  close  to  2Vi  million  flies 
are  grown  and  pampered  by  the 
researchers  at  our  Niagara  Chemical 
Division  laboratories  in  Middleport, 
New  York. 

This  year's  crop,  the  F-58-W's, 
are  being  used  to  test  the  "quick-kill" 
effectiveness  of  FMC's  Pyrenone*, 


a  remarkable  insecticide  that  is 
harmless  to  humans  and  all  warm- 
blooded animals  when  used  as  directe( 
Yet  fatal  to  flying  insects  and 
crawling  bugs. 

The  base  of  most  leading  "bug- 
bomb"  aerosols  for  household  and 
industrial  use,  Pyrenone  is  only  one 
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PRINCIPAL  PRODUCTS:  AVISCO  fibers:  packaoing  films:  industrial  strappings  D  BOLENS  compact  tractors  D  CHICAGO  waste  treatment  systems  D  CHIKSAN.O-C-T.  V\ 
oil  industry  equipment  n  FMC  food  processing  equipment:  packaging  &  converting  machinery:  systems  engineering  □  FMC  industrial  chemicals  D  FMC  defense  ma 


for  good  riddance 


E*  many  helpful  pesticides  developed 
y  FMC  Corporation. 

On  other  fronts,  scientists  in  our 
lemical  divisions  are  developing  and 
nproving  ingredients  for  everything 
com  life-saving  pharmaceuticals 
)  hair  shampoo. 

Operating  a  "fly  farm"  may.be 


a  strange  way  to  go  about  the  task 
of  making  life  better  for  millions  of 
Americans.  But  we  like  finding 
solutions  to  problems  that  bug  people. 

FMC  CORPORATION 


Executive  Offices:  San  Jose,  California  95106 

Putting  ideas  to  work  in  Machinery  •  Chemicals  •  Defense  •  Fibers  &  Films 


GUNDERSONrailcars&  marine  vessels  D  JOHN  BEAN  agricultural,  automotive. airline.  &  firefighting  equipment  D  LINK- BELT  power  transmission,  materials 
mdling.  &  construction  equipment  D  NIAGARA  agricultural  chemicals  &  seeds  D  PEERLESS  &  COFFIN  pumps  D  SYNTRON  &  STEARNS  electromagnetic  equipment. 


As  They  See  it 


The  trouble  with  journalism— and 
we  ought  to  know— is  that  often  you 
must  interpret  events  without  the  ben- 
efit of  much  perspective.  Take  the 
conglomerates.  Because  they  looked 
good  a  few  years  ago,  they  seemed 
the  wave  of  the  future.  Now  it's  the 
other  way  around:  Conglomerates 
seem  a  fraud,  an  optical  illusion  cre- 
ated with  bookkeeping  tricks. 

How  can  heroes  turn  into  bums  so 
fast?  Or  is  it  a  matter  of  perspective? 

We  put  the  question  to  Royal  Lit- 
tle, the  man  who  really  started  it  all. 
Founder  of  Textron,  of  Indian  Head 
Inc.  and  of  at  least  three  other  con- 
glomerate-type companies,  he  was  first 
called  a  bum  for  his  idea  of  unre- 
lated diversification;  later  he  saw  his 
idea  become  widely  copied,  then  fall 
into  disfavor  again. 

Do  you  still  believe  in  the  basic 
concept?  Senior  Editor  James  Cook 
asked  Little  last  month.  Or  do  yon 
think  that  companies  are  better  off 
these  days  sticking  to  one  or  two  lines 
of  business? 

"I'm  as  convinced  as  I  was  origi- 
nally," Little  replied  between  munches 
of  a  light  lunch  in  his  modest  office  in 
Providence,  R.I.  "When  they  are  con- 
servatively run,  unrelated  businesses 
are  an  excellent  means  of  managing 
capital." 

Forbes  picked  up  the  distinction. 
For  the  conglomerates  that  were  not 
conservatively  run,  what  do  you  think 
really  went  wrong? 

"A  combination  of  things.  Some 
companies  have  not  been  able  to 
properly  control  the  managements  of 
their  divisions,  so  that  divisions  have 
sometimes  gotten  into  trouble  without 
the  managements  realizing  there  was 
trouble  coming.  In  a  well-run  diversi- 
fied company,  you  must  have  very 
close  financial  control,  but  most  im- 
portant, you  must  have  highly  skilled 
divisional  managements  given  auton- 
omy to  run  the  divisions  without  too 
much  home  office  interference.  My 
experience  shows  that  excessive  home 
office  interference  drives  the  really 
competent  executive  to  look  for  other 
opportunities. 

"A  large  diversified  company  is 
only  as  good  as  its  component  parts. 
The  money  is  made  at  the  divisional 
level.  The  most  important  thing  in  any 
business  is  the  quality  of  manage- 
ment—right on  down." 

Listening  to  Little  talk  tlnis,  we  be- 


gan to  see  what  had  probably  been 
the  basic  mistake  made  by  many  of 
the  latter-day  conglomcrators:  They 
had  begun  to  think  of  their  businesses 
in  terms  of  mere  numbers,  forgetting 
that  the  numbers  are  only  shorthand 
for  what  is  going  on  in  the  real  world, 
at  the  "divisional  level,"  as  Little 
would  probably  put  it.  Intoxicated  by 
numbers,  they  began  to  think  that  they 
could  expand  there  indefinitely;  that 
they  coidd  ignore  problems  in  the  real 
world  of  sales,  of  engineering,  of  per- 
sonnel. 

Little  went  on  to  point  out  that 
his  original  concept  had  been  a  good 
deal  more  conservative  and  realistic, 
though  less  dramatic,  than  later  varia- 
tions on  it.  He  had  not  been  looking 
for  supergrowth.  In  shifting  his  assets 
from  textiles  to  totally  unrelated  busi- 
nesses, Little  explained,  he  was 
simply  looking  for  a  better  return  on 
his  invested  capital. 

"We  had  three  basic  concepts.  We 
chose  a  course  which  we  felt  would 
avoid:  1)  the  cycles  involved  in  being 
100%  in  any  one  industry,  2)  any 
problems  with  the  Justice  Department 
and  the  Federal  Trade  Commission, 
since  we  planned  never  to  buy  busi- 
nesses that  were  allied  in  any  way 
and  3)  the  pressure  that  aggressive 
management  is  always  under  to  over- 
expand  its  capacity. 

"We  had  noticed  that  many  of  the 
cycles  industries  went  through  were 
caused  by  management  itself— through 
the  overexpansion  of  capacity.  So  we 
decided  that  instead  of  overexpand- 
ing,  our  available  capital  would  be 
used  to  purchase  other  businesses  that 
perhaps  had  a  growth  potential.  Those 
three  concepts  were  what  led  us  to  di- 
versify, and  I  feel  they  still  hold  good 
today." 

As  Little  went  on  to  explain  how 
many  of  the  later  conglomcrators  went 
wrong,  the  same  theme  recurred:  too 
much  attention  to  numbers,  not 
enough  to  underlying  values,  to  un- 
derlying realities,  to  management. 

"Many  companies  that  followed  our 
lead  had  high-multiple  stocks  that 
made  it  very  easy  for  them  to  acquire, 
on  an  attractive  basis,  other  businesses. 
Textron's  multiple  ran  about  eight 
times  earnings,  so  in  most  cases  it 
couldn't  afford  to  use  stock  in  the 
early  days  to  make  acquisitions.  But 
if  you  look  at  the  record,  I  think  you'll 
find  that  many  of  the  companies  that 
had  high  multiples  have  been  the 
ones  that  ended  up  getting  into  trou- 


Congfomerafor  Little 


ble.  Because  they  had  a  negotiable 
security— one  that  may  have  been 
overpriced  when  later  evaluated  in 
relation  to  future  market  conditions— 
they  grew  too  fast." 

Litton  Industries,  we  suggested, 
Whittaker  Corp.,  companies  of  this 
sort.  We  reminded  Little  that  the 
later  conglomcrators  didn't  think  they 
were  going  too  fast.  They  tended  to 
think  rather  that  Little's  idea  had  out- 
grown its  originator,  and  they  carried 
it  much  further.  But  the  imitators 
made  a  major  mistake:  In  adopting 
Textron's  form  they  had  neglected  to 
adopt  its  content. 

"Basically,"  Little  explained,  "we 
started  off  with  the  idea  of  acquiring 
the  leading  or  second-best  company  in 
relatively  small  fields,  rather  than  com- 
panies in  huge  industries  where  the 
competition— General  Electric  or  Gen- 
eral Motors,  say— was  particularly  dif- 
ficult for  the  small  participants.  If  you 
look  at  Textron's  present  portfolio, 
you'll  find  pretty  close  to  12  divisions 
which  illustrate  that  basic  theory— 
Gorham  silverware,  Bostitch  staplers, 
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Homelite  chain  saws,  Speidel  watch- 
bands,  etc.  In  the  long  run,  I  believe, 
'  companies  of  that  sort  will  have  fewer 
cyclical  problems,  particularly  where 
they  make  consumer  products." 

These  were  already  good  compa- 
nies, we  remarked. 

"Yes,"  Little  replied,  'but  I  would 
say  that  Textron  at  least  has  been 
able  to  assist  management  in  their 
different  fields  to  get  the  capital  to 
expand  their  activities  and  to  become 
more  important  factors  in  their  particu- 
lar industries.  When  we  acquired  it, 
Homelite  was  doing  approximately 
half  the  volume  of  its  leading  com- 
petitor. Today  it's  doing  over  twice 
the  volume  of  that  former  leading 
competitor.  That  was  in  part  because 
Textron  could  supply  it  with  capital 
for  the  building  of  new  low-cost 
plants  in  the  South." 

Wt  said  that  in  our  experience 
many  conglomerates,  even  where  they 
bought  good  companies,  went  wrong 
in  the  end  because  they  failed  to  keep 
the  managements  they  thought  tliey 
had  acquired.  Either  that  or  they 
failed  to  motivate  the  managers  as 
U  ill  as  they  had  been  motivated  when 
on  their  own.  How  did  Textron  han- 
dle that  problem? 

"H\  tying  our  cost-incentive  bonuses 
to  the  return  on  capital.  Under  the 
old  type  of  incentive,  where  bonuses 
were  paid  on  some  percentage  of 
earnings,  the  smart  manager  would 
get  more  and  more  capital,  regardless 
of  whether  it  increased  his  average 
return  on  equity,  because  he  would 
get  some  portion  of  any  increased 
earnings,  even  though  he  might  re- 
duce the  overall  return  on  capital  30% 
or  40%.  Under  the  form  of  incentive 
that  we  adopted,  the  manager  is  in 
exactly  the  same  spot  as  the  stock- 
holder. He's  got  to  analyze  the  effect 
of  any  investment  on  his  bonus,  which 
means  that,  if  he  recommends  an  in- 
vestment that's  going  to  drop  the  rate 
of  return  on  his  division,  he's  going  to 
seriously  question  whether  it's  advis- 
able to  do  it.  On  the  other  hand,  under 
that  system,  you  have  to  provide  for 
the  unusual  development  expenses 
that  may  be  necessary  for  new  prod- 
ucts, by  permitting  them  to  be  capi- 
talized and  written  off  over,  say,  three 
to  five  years. 

We  said  that  a  lot  of  conglomerate' 
companies  overstated  their  earnings 
to  impress  the  stock  market.  Wasn't 
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Minnesota 
is  moving 

tea 

better  state! 


We  were  rated  second  best  in  a  recent  study  of  the  Quality 
of  Life  in  the  50  states  and  we  think  we  should  be  better. 
So  we're  on  the  move  to  improve.  We  want  the  best  for 
our  people— the  best  education,  the  best  living  conditions, 
the  best  opportunity,  the  best  of  everything.  They're  about 
the  most  productive  people  anywhere.  Which  means  the 
best  business  climate  for  industry,  too. 

If  you're  ready  to  move  your  business  to  a  better  state, 
come  join  us. 

Send  for  the  facts  that  will  help  you  decide. 


mAnnesota 

Please  send  your  free  literature  on: 

□  Quality  of  Life— Why  Minnesota  ranks 
second  among  the  50  states. 

□  Minnesota's  Instant  Manpower— How 
Minnesota's  26  Vo-Tech  schools  pro- 
vide  trained  labor  for  your  needs. 


Department  of  Economic  Development 
Industrial  Development  Division  Suite:B-12 
57  West  Seventh  St.,  St.  Paul,  Minn.  55102 


□  Towns  Alive— What  Minnesota  towns 
are  doing  to  attract  industry. 

D  Minnesota  Tax  Guide— How  Minnesota 
collects  and  allocates  the  tax  dollar. 


CITY 
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FOR 
DADDIES 


Get  yourself  a  good, 
thorough  examina- 
tion once  a  year. 
Once  a  year,  let  your 
doctor  really  look 
you  over.  It'll  take  a 
little  time,  and  a 
little  patience.  And 
maybe  he'll  poke 
around  a  little  more 
than  you'd  really 
like.  And  so  he 
should. 

The  whole  idea  is  to 
keep  you  healthy.  If 
nothing's  wrong  (and 
more  than  likely, 
there  isn't)  hooray! 
Come  back  next  year. 
But  if  anything's  sus- 
picious, then  you've 
gained  the  most 
important  thing  of 
all:  time. 

We  can  save  1  out 
of  2  persons  when 
cancer  is  caught  in 
time,  caught  early. 
That's  a  good  thing 
to  know.  All  Daddies 
should  know  how  to 
take  care  of  them- 
selves so  that  they 
can  have  the  fun  of 
taking  care  of  their 
kids.  Don't  be  afraid. 
It's  what  you  don't 
know  that  can  hurt 
you. 
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As  They  See  it 


there  the  same  temptation  on  the  di- 
visional level? 

"In  the  companies  I've'  been  in- 
volved with,  the  managements  have 
been  very  careful  not  to  do  anything 
of  that  sort.  The  incentive  compensa- 
tion is  determined  by  the  outside  pub- 
lic accountants,  and,  of  course,  the 
home  office  scrutinizes  the  accounting 
procedures  to  be  sure  that  the  man- 
agement isn't  taking  advantage  of  ac- 
counting procedures  to  get  themselves 
bigger  bonuses." 

As  we  listened  to  Little,  we  couldn't 
help  thinking  again  and  again  that 
here  was  a  rare  businessman:  He  nev- 
er got  carried  away  by  his  success; 
unlike  so  many  of  the  later  conglom- 
erators,  he  recognized  the  strength  of 
his  idea  but  also  its  limitations. 

At  74,  Royal  Little  is  still  very 
much  worth  listening  to.  He  is  slim 
and  arrow-straight.  His  hands  are  a 
bit  gnarled  now  and  his  hair  has  re- 
ceded, but  his  eyes  are  still  bright, 
his  manner  youthful  and  enthusiastic. 

We  asked  him  whether  he  agreed 
that  recent  federal  policy  had  finally 
blown  the  whistle  on  any  further 
large-scale  conglomeration. 

"I  don't  think  so.  I  don't  think  the 
Justice  Department  is  interested  in 
stopping  smaller  diversified  compa- 
nies—like Amtel  of  which  I'm  chair- 
man of  the  board.  We  started  that 
about  five  years  ago  as  a  relatively 
small  operation  with  two  divisions, 
and  we're  already  up  to,  I  think,  $125 
million  in  sales,  and  I  think  12  divi- 
sions. I  see  no  reason  why  a  company 
like  Amtel  should  have  any  trouble 
from  the  Justice  Department  so  long 
as  we  stick  to  the  principle  of  not 
buying  competing  operations  or  trying 
to  integrate  forward  or  backward.  It's 
only  when  you  get  up  over  a  billion 
dollars  that  I  think  the  Government's 
going  to  take  a  careful  look  at  any 
big  acquisitions." 

How  about  changes  in  accounting 
methods?  Are  not  they  a  big  deter- 
rent? After  all,  even  Textron  became 
devoted  to  pooling-of-interest  account- 
ing in  the  late  Sixties. 

"Everyone  used  pooling  of  interest 
on  voting  stock  for  acquisitions  be- 
cause it  avoided  an  enormous  good- 
will item  on  the  balance  sheet.  I  think 
the  new  accounting  rules  are  ridicu- 
lous because,  in  effect,  they  are  saying 
that  on  a  tax-free  exchange  you  have 
to  build  up  a  goodwill  item  and  cre- 


ate an  asset  which  cannot  be  written 
off  with  any  advantage.  From  an  op- 
erating, point  of  view,  that's  a  ridic- 
ulous theory.  I  realize  it  was  probably 
brought  about  by  some  of  the  abuses 
in  the  past,  but  I  still  feel  it's  an  in- 
correct concept. 

"I  wonder  whether  the  accountants 
thought  up  this  idea  in  order  to  pre- 
serve a  lot  of  the  clients  they  were  los- 
ing through  merger.  I'm  sure  the  ac- 
countants would  deny  it,  but  I'm  sure 
one  of  the  reasons  they  thought  up 
this  plan  was  to  preserve  the  status  quo 
and  stop  their  clients  from  swapping 
their  accounting  firms  by  the  merger 
route." 

We  asked:  What  opportunities  for 
acquisition  remain?  Haven't  the  most 
likely  prospects  been  pretty  much 
picked  over? 

"I  think  the  reason  that  there  were 
so  many  acquisitions  in  the  last  few 
years  was  that,  first,  the  multiples  of 
many  of  the  common  stocks  of  the 
acquiring  companies  were  high;  sec- 
ond, the  seller  knew  he  was  peaking 
out  in  his  earnings  and  it  was  a  good 
time  to  sell.  The  combination  of  those 
things  created  an  atmosphere  where 
many  businesses  decided  the  time 
had  come  to  sell  and  get  some  di- 
versification of  investment. 

"At  the  present  time,  you've  got 
the  reverse  condition:  Unless  forced 
to  by  some  tax  problem,  the  owners 
of  good  businesses  will  not  sell  be- 
cause their  earnings  are  down.  In  pe- 
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riods  of  recession,  the  owners  of  good 
businesses  just  wait  until  the  next  re- 
'covery  before  they  discuss  sale.  On 
the  other  hand,  the  acquiring  compa- 
nies have  such  low  multiples  that  they 
don't  want  to  use  stock  for  acquisi- 
tions, and,  of  course,  with  tight  mon- 
ey, most  of  the  financial  institutions 
won't  let  their  clients  borrow  money 
to  make  acquisitions  for  cash. 

"So  what  is  happening  today  is  that 
good  businesses  or  good  divisions  are 
being  sold  by  companies  that  have 
indigestion— that  need  the  cash  to  pay 
off  their  debts— to  companies  that  have 
the  credit  and  cash  to  pick  up  rea- 
sonably good  bargains." 

You  think  that  the  conglomerate 
idea  trill  endure?  That  there  trill  be 
more  conglomerates  and  that  they  trill 
prosper? 

"I  think  in  time  the  good  diversi- 
fied companies  are  going  to  end  up 
with  a  terrific  earnings  and  dividend 
record.  I  think  that  companies  like 
Textron  will  be  considered  among  the 
blue  chips  of  the  future.  Textron  won't 
have  the  fast  future  growth  it  had 
when  it  was  building  because  it's  go- 
ing to  be  difficult  to  make  big  acquisi- 
tions without  government  problems. 
But  well-run,  well-managed  compa- 
nies that  have  many  divisions  with 
growth  potential,  I  think,  will  cer- 
tainly be  among  the  blue  chips  of 
the  future." 

We  tried  a  hard  question:  Consid- 
ering what  Burlington  Industries  has 
done  in  the  textile  business,  do  you 
ever  have  any  suspicion  Textron 
might  have  done  as  well  staying  in 
textiles  where  it  started?  That  one 
didn't  bother  him  at  all. 

"Actually,  Spencer  Love  [Burling- 
ton's late  chief  executive]  and  I  used 
to  compare  notes  every  year  on  the  re- 
turn we  were  making  on  net  worth. 
For  many  years  when  he  was  diversi- 
fying in  textiles  and  we  were  trying 
our  experiment  in  diversification,  the 
two  of  us  were  pretty  close.  But  you'll 
find,  the  last  four  or  five  years,  Tex- 
tron's  return  on  net  worth  has  been 
far  better  than  Burlington's,  though  I 
think  that  their  stock  is  selling  at  a 
better  price/ earnings  ratio." 

Before  we  left,  we  couldn't  resist 
putting  another  question:  What  do 
you  think  of  the  general  prospects  for 
the  economy  and  the  stock  market? 

The  answer  was  thoughtful  but  a 
bit  chilling: 


"I  happen  to  be  one  who  thinks  it's 
going  to  be  very  difficult  for  industry 
to  make  the  return  on  net  worth  that 
it  used  to  in  the  Sixties.  Labor  in- 
creases are  going  to  continue  to  out- 
pace productivity,  and  there's  going  to 
be  an  enormous  amount  of  refunding 
of  low-interest-cost  debt  with  high- 
interest-cost  debt,  which,  in  my  opin- 
ion, cannot  be  passed  along  in  prices. 
We're  apparently  in  for  an  era  of  high 
interest  costs  for  some  time,  primarily 
because  of  the  enormous  capital  re- 
quirements of  the  utilities  and  the 
petroleum  industry. 

"So  I  don't  foresee  in  the  next  few 
years  anything  like  the  15%  return  on 
common  equity  that  industry  aver- 
aged in  1968. 

"What  the  effect  is  going  to  be  on 
stock  prices  I  don't  know.  One  impor- 
tant factor  is  that  during  the  last  half 
of  the  Sixties  the  people  who  had  con- 
trol of  the  investment  of  pension  and 
other  funds  went  overboard  on  com- 
mon stocks— at  the  wrong  time. 
They've  now  reversed  their  policy  and 
are  getting  back  to  40%  or  50%  com- 
mon stocks,  and  that's  going  to  have 
a  material  effect  on  the  market. 

"In  the  late  Sixties,  you  had  a  buoy- 
ant market  and  rising  earnings,  but 
you  also  had  many  billions  of  dol- 
lars that  normally  would  have  been 
invested  in  bonds  suddenly  seeking 
common  equity  investment.  You  got 
an  absolutely  abnormal  market  from 
those  two  factors.  Now  you're  going 
into  reverse.  A  lot  of  the  pension  funds 
are  going  to  seek  out  real  estate  invest- 
ments and  fixed  income  investments. 
There's  going  to  be  less  of  that  money 
competing  for  common  stocks,  and 
therefore  it's  changing  the  demand- 
supply  relationship." 

As  he  pondered  Little's  remarks 
during  the  trip  to  the  airport  and  the 
flight  back  to  New  York,  Forbes'  Jim 
Cook  gradually  came  to  realize  the 
basic  drift  of  what  Little  had  said.  It 
was  simply  this:  That  the  business  of 
business,  conglomerate  ones  as  well  as 
nonconglomerate,  is  sales  and  earn- 
ings, money  and  people,  and  not  the 
stock  market  and  financial  pyrotech- 
nics. That,  therefore,  maybe  this  time- 
tested  sage  wasn't  entirely  unhappy 
that  the  bloom  was  off  the  stock  mar- 
ket boom. 

After  all,  what  was  the  last  thing  he 
had  said  just  before  we  left? 

"All  I  ever  did  as  a  businessman 
was  to  bring  men  and  money  together. 
I  was  just  extremely  fortunate  in  ^orne 
of  the  men  I  picked."  ■ 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V*  to  V2 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  Bldg .,  New  York,  N.Y.  10001 

NAME 

ADDRESS     

ZIP    


HOW  MANY 

MILLIONAIRES 

ARE  THERE  IN  THE 
UNITED  STATES? 

.  .  .  and  how  many  NEW  mil- 
lionaires join  the  ranks  every 
year?  How  did  they  acquire 
their  wealth?  The  number  and 
the  reasons  may  astonish  you!  This  amazing  story 
is  revealed  in  a  valuable  new  booklet, 
"NEW  ROADS  TO  WEALTH  AND  OPPORTUNITY." 
Even  more  exciting  are  the  (actual  details  about 
a  specific  business  opportunity  that  is  nothing 
short  of  a  gold  mine.  Why?  Because,  as  an  asso- 
ciate of  the  organization  providing  the  oppor- 
tunity, you  help  others  to  succeed. 
For  your  free  copy  of  "New  Roads  to  Wealth  and 
Opportunity,"  phone,  wire,  or  write  immediate- 
ly to: 

SAI  INTERNATIONAL  d.pt.  ks 

Box  22125«D«nvr,  Colorado  80222  •  (303)  757-5500 
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CVsToMgfc 
CARPS 

CAN  HELP  YOU.. 

-STIMULATE   BUSINESS 
-FIND  MORE  PROSPECTS 
-SELL  MORE  THINGS 
-COLLECT  MORE   MONEY 
-THANK  EVERYBODY 
-  KEEP  CUSTOMERS  HAPPY 

WRITE  TODAY  FOR  /"*- 
FREE  SAMPLES  /(5* 
AND  CATALOG  OF  /  ,  Gw4  i 
OVER  100  UNIQUE  / 
CARDS  FOR  THE  , 
BUSINESSMAN! 

Harrison  Publishing  Co. 
DEPT  FO-BOX3079-ASHEVILLE,N.C  28802  | 
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Earnings  Gainers:  54  Against  the  Trend 


Earnings  down?  Or  level  with 
last  year?  Well,  don't  everybody's 
earnings  look  lousy  this  year? 

Not  quite  eveiybody's.  Some 
companies  are  still  reporting  excel- 
lent gains,  of  15%  or  more,  for 
the  first  nine  months  of  1970— for 
example,  the  54  New  York  Stock 
Exchange-listed  companies  at  the 
right.  Several  other  companies,  in- 
cluding Combustion  Engineering, 
Lucky  Stores  and  Continental  Tele- 
phone, missed  the  list  by  mere 
tenths  of  a  percentage  point. 

Are  their  gains  for  real?  How 
many  are  up,  for  example,  because 
of  inflation?  That's  hard  to  tell. 
Certainly  the  big  banks  on  the  list 
are  benefitting  from  high  interest 
rates  and,  lately,  declining  money 
costs.  But  almost  all  of  the  54  com- 
panies show  much  larger  earnings 
increases  than  sales  increases.  Some 
of  them  are  benefitting  from  good 
cost  control  or  increased  volume  in 
higher  margined  products— or  just 
plain  good  management. 

Some  are  also  benefitting  from 
unusually  favorable  conditions  with- 
in their  industries.  Coal  producers 
Pittston  and  Eastern  Gas  &  Fuel 
show  very  large  earnings  gains  be- 
cause of  the  fuel  shortage  and  sky- 
rocketing coal  prices.  A  long  cop- 
per shortage  and  rising  worldwide 
prices,  at  least  until  midyear,  en- 
abled seven  companies  that  mine, 
refine  or  fabricate  copper  to  make 
the  list.  But  with  recent  copper  sur- 
pluses and  falling  prices,  these  com- 
panies might  not  be  able  to  hold 
their  gains  long. 

Some  of  these  gains  are,  to  be 
frank,  nonrecurring.  MCA,  for  ex- 
ample, shows  an  unusually  large  in- 
crease for  1970  because  in  the  third 
quarter  of  1969  its  management 
elected  to  write  off  several  over- 
valued movie  properties.  General 
Cigar  makes  the  list  mainly  because 
its  Ex-Lax  acquisition  is  included 
for  all  of  1970  but  only  three 
months  of  1969.  Babcock  &  Wil- 
cox, which  has  lost  huge  sums  in 
nuclear  power,  looks  good  in  1970 
because  its  results  in  1969  were 
terrible.  Ditto  Hershey  Foods  and 
Penn  Fruit.  Trane  made  the  list  be- 
cause it  changed  its  inventory  ac- 
counting; otherwise  1970  earnings 
would  have  risen  less  than  I 

Not  all  these  gains,  therefore,  are 
the  result  of  good  management,  so 
don't  conclude,  automatically,  that 
all  these  companies  are  going  on  to 
greater  things.  But  some  of  them 
certainly  are.  ■ 


Company 


Earnings  Per  Share      Revenues  (Millions) 
9  Months  Gain  From  9  Months  Gain  From       1970 
1970  1969  1970  1969  Range 


Stock  Price* 

Recent 


Banks 

' 

Bankers  Trust  N.Y. 

$3.94 

19% 

$385.7 

17% 

71-55 

56 

Chase  Manhattan 

2.73 

24 

817.5 

13 

56-38 

46 

Manufacturers  Hanover 

4.16 

15 

509.6  * 

20 

71-52 

66 

J.  P.  Morgan  &  Co. 

3.47 

20 

423.7 

15 

71-50 

63 

Consumer  Goods— Food  &  Drink 

- 

Amstar 

2.92 

65 

446.1 

14 

35-22 

34 

Fairmont  Foods 

1.09 

24 

246.3 

6 

19-13 

18 

Hershey  Foods 

1.02 

42 

252.8 

5 

28-22 

25 

Ralston  Purina 

1.28 

17 

1186.8 

14 

31-19 

22 

Jos.  Schlitz  Brewing 

2.39 

24 

353.0 

10 

85-53 

60 

Consumer  Goods— Personal  Goods 

Avon  Products 

0.94 

16 

493.3 

18 

92  59 

80 

General  Cigar 

2.19 

66 

198.1 

11 

39-18 

28 

Johnson  &  Johnson 

1.10 

16 

749.6 

9 

60-37 

57 

Liggett  &  Myers 

2.65 

18 

497.6 

-1 

47-31 

46 

Eli  Lilly 

2.18 

16 

450.3 

11 

101-78 

99 

Loew's 

2.30 

35 

698.7 

27 

41-16 

28 

R.  J.  Reynolds 

3.29 

19 

1832.1 

10 

49-34 

47 

Distribution 

Albertson's 

0.73 

30 

343.5 

4 

12-8 

11 

Central  Soya 

2.06 

56 

529.9 

21 

33-19 

23 

First  Nat'l  Stores 

1.64 

40 

615.5 

11 

39-26 

37 

Penn  Fruit 

0.90 

181 

244.2 

31 

16-11 

15 

Safeway  Stores 

1.99 

32 

3609.5 

17 

32-22 

30 

Supermarkets  General 

1.30 

19 

576.3 

26 

30-16 

27 

Energy 

Amerada  Hess 

2.07 

19 

781.3 

19 

46-20 

42 

Eastern  Gas  &  Fuel 

1.47 

65 

202.2 

33 

37-19 

35 

Murphy  Oil 

1.20 

50 

197.4 

11 

29-14 

28 

Pittston 

1.37 

99 

348.4 

17 

43-25 

39 

Industrial  Equipment 

Babcock  &  Wilcox 

0.51 

55 

586.7 

14 

30-13 

21 

Trane 

2.57 

24 

188.6 

9 

68-47 

48 

Leisure  &  Education 

Brunswick 

0.54 

50 

319.9 

-1 

19-10 

17 

Howard  Johnson 

1.01 

17 

227.1 

10 

22-11 

21 

MCA 

1.21 

2320 

226.7 

11 

26-11 

19 

Metromedia 

0.58 

76 

130.2 

-1 

22-10 

18 

Time  Inc. 

1.59 

21 

457.2 

5 

44-26 

37 

Metals 

Amer.  Metal  Climax 

2.79 

27 

644.2 

18 

40-29 

29 

Cyprus  Mines 

4.60 

23 

201.1 

18 

72-44 

53 

General  Cable 

0.88 

21 

297.2 

10 

24-15 

21 

International  Nickel 

2.16 

66 

803.0 

41 

47-34 

45 

Kennecott  Copper 

4.79 

32 

876.9 

17 

56-34 

34 

Newmont  Mining 

2.31 

28 

70.2f 

22 

37-22 

24 

Phelps  Dodge 

4.18 

33 

597.8 

24 

57-34 

35 

Transportation 

Continental  Airlines 

0.32 

88 

214.8 

13 

14-7 

10 

Eastern  Air  Lines 

0.97 

:  « 

739.9 

14 

19-11 

13 

Northwest  Industries 

1.64 

** 

593.0 

12 

19-9 

17 

Southern  Railway 

5.84 

27 

446.9 

6 

57-40 

56 

Utilities 

Consumers  Power 

2.36 

16 

459.2 

15 

39-28 

31 

Lone  Star  Gas 

1.58 

33 

198.4 

11 

26-18 

25 

Texas  Gas  Trans. 

2.08 

24 

314.8 

11 

38-26 

37 

Others 

Burroughs 

2.14 

17 

619.6 

20 

173-79 

103 

Crown  Cork  &  Seal 

0.96 

16 

311.5 

11 

19-13 

16 

Fedders 

1.21 

17 

226.2 

10 

36-20 

33 

Genuine  Parts 

1.03 

18 

252.1 

11 

34-22 

34 

InternaflTel.&Tel. 

2.17 

28 

4375.1 

13 

60-31 

44 

Studebaker-Worth. 

4.64 

34 

634.8 

11 

58-35 

49 

Xerox 

1.81 

16 

1266.7 

16 

116-65 

85 

'Rounded  to  nearest  dollar.  "Deficit  to  oiofit.  tToial  earning 


Introducing  the 

people  of  America 

to  the  people  of 

America. 


Because  Avco  believes  that  its  never  been  more 
important  tor  individuals  to  be  heard,  we  are  turning  over 
our  television  commercial  time  this  year  to  the  people  of 
America. 

Each  of  the  commercial  minutes  on  the  programs 
we  re  sponsoring  will  be  devoted  to  an  individual  American. 
Telling  his  countrymen  what's  on  his  mind.  Saying  what 
he  thinks  is  right  or  wrong  with  America.  Saying  what  he 
would  like  to  see  changed. 

The  rest  of  the  country  may  not  agree  with  every- 
thing they  say.  We  at  Avco  may  not  agree.  The  important 
thing  is:  we  will  all  have  seen  and  heard  them.  Individual 
Americans  speaking  their  minds. 


CORPORATION 


The  Money  Men 


Dr.  Galbraith? 
Or  Dr.  Friedman? 


The  prime  rate  is  down  from 
8.5%  to  7%.  Business  is  pretty  lousy. 
Prices  don't  seem  to  be  rising  as 
fast  as  before.  So,  it  looks  as  if  the 
Nixon  Administration's  anti-infla- 
tion drive  is  succeeding.  Or  does 
it?  John  R.  Bunting,  head  man  at 
the  big  (assets:  $2.8  billion) 
and  influential  First  Pennsylvania 
Corp.,  parent  of  First  Pennsylvania 
Banking  &  Trust  Co.,  has  a  strong- 
ly different  opinion.  Bunting  looks 
on  lower  interest  rates  not  as  a  sign 
of  victory  but  as  a  sign  that  the 
Nixon  Administration  has  come  to 
realize  that  its  monetary  policies 
have  failed. 

Says  Bunting:  "To  say  the  Gov- 
ernment's game  plan  has  backfired 
is  the  understatement  of  the  year. 
Not    onlv     hasn't     inflation    been 


licked,  it's  actually  more  danger- 
ous now."  More  dangerous,  Bunt- 
ing thinks,  because  tight  money 
has  caused  a  recession  without 
keeping  prices  and  wages  from  go- 
ing up.  In  easing  money  to  cure 
the  recession,  therefore,  the  Ad- 
ministration is  taking  the  risk  of 
pushing  inflation  into  an  even  more 
dangerous  stage. 

You  could  put  it  this  way:  The 
medicine  didn't  cure  the  disease, 
but  it  had  terrible  side  effects. 
Now,  in  trying  to  treat  the  side  ef- 
fects, the  Administration  may 
make  the  original  disease  even 
worse.  Wrong  medicine.  Wrong 
doctor,  too.  Bunting  suspects  the 
Administration  should  have  lis- 
tened to  Dr.  Galbraith  rather  than 
Dr.  Friedman. 

A  small,  dapper  and  handsome 
Temple  graduate  and  economist, 
Bunting  at  45  is  one  of  the  young- 
est of  the  U.S.'  top  bankers.  In  an 
industry  where  conservatism  is  al- 
most automatic,  Bunting  is  very 
much  the  iconoclast.  For  one  thing, 


he  seems  to  prefer  the  theories  of 
John  Kenneth  Galbraith  to  those 
ot  Milton  Friedman. 

"Milton  Friedman  is  a  brilliant 
man,"  says  Bunting,  "but  he  is  usu- 
ally wrong.  His  theories  are  based 
on  an  assumption  that  prices  and 
wages  move  in  response  to  market 
pressures.  But  what  Friedman 
overlooks  is  that  we  have,  in  ef- 
fect, a  situation  of  administered 
prices  and  wages  today. 

"I'll  give  you  an  example.  Last 
year  was  a  terrible  automobile 
year.  And  what  happened?  Every- 
body raised  prices.  In  Friedman's 
theoretical  economy,  they  should 
have  cut  prices. 

"And  look  at  labor.  Bad  auto- 
mobile year,  lousy  stock  market, 
highest  unemployment  in  years— 
and  General  Motors  has  to  give  a 
12%  settlement.  Obviously,  we 
aren't  beating  inflation  the  way 
we've  been  going." 

Bunting  is  convinced  the  Admin- 
istration already  realizes  that  tight 
money  is  not  going  to  cure  infla- 


Buniing  of  First  Pennsylvania 


The  Performance  People: 


,  People  who  do  things  and  do 
them  well  expect  one  thing  from 
the  bank  that  handles 
their  investments: 

Performance.  Capital  apprecia- 
tion. In  black  and  white. 

At  Manufacturers  Hanover,  we 
live  with  this  demand  day-in, 
day-out.  Because  we're  respon- 
sible for  the  management  of 


funds  valued  at  more  than  seven 
billion  dollars— for  performance- 
minded  people. 

It's  a  job  that  requires  one 
of  the  largest  and  ablest  research 
and  management  organizations 
in  the  world. 

So  if  you're  the  kind  of  person 
who  wants  things  done  right, 
ask  about  our  Investment  Manage- 

they  demand' 
a  bank  that 
performs. 


ment  Service.  And  make  us  prove 
that  we  can  do  the  job— the  way 
you  expect  it  to  be  done. 

Personal  Trust  Division— 

350  Park  Avenue,  New  York,  N.  Y.  10022 

Tel:  350-4943  (Area  Code  212) 

. .  .  it's  good  to  have  a  great  bank  behind  you 

MANUFACTURERS 
HANOVER  TRUST 


Cincinnati,    by  Willy  Mucha.  For  a  7 1  "x14", 
4-co/or  print  of  this  renowned  international 
impressionist's  painting,  write  to  Department 
Ar3.  Phelps  Dodge  Industries.  300  Park  Ave . 
NY  NY.  10022. 


Cincinnati... 

"Queen  City  of  the  Ohio:' 
Riverport,  manufacturing 
and  commercial  center. 
Flourishing,  growing... 
a  Phelps  Dodge  city 
where  we  work  at 
making  it  happen. 


The "good  turn" conductors 

They  are  the  magnet  wires  made  by 
one  of  our  subsidiaries,  the  Phelps  Dodge 
Magnet  Wire  Corporation  Their  major 
use  is  in  the  windings  (i.e.,  "the  turns")  of 
generators,  transformers  and  motors. . . 
for  creating,  distributing  and  converting 
electrical  energy. 

Phelps  Dodge  is  a  leading  innovator  of 
magnet  wires  used  today... and  the 
world's  largest  manufacturer  of  them. 
Using  either  copper  or  aluminum  con- 
ductors—with cross-sections  as  small  as 
a  human  hair  or  big  as  your  thumb- 
magnet  wires  are  noted  for  their  sophis- 
ticated insulations  which  are  very  thin, 
/et  tough  and  flexible  Modern  "electrical 
living"  couldn't  exist  without  them. 

In  and  around  Cincinnati  you  will  find 
hundreds  of  other  Phelps  Dodge  products 
at  work... our  low-  and  high-voltage 
power  cable,  electrical  conduit,  tele- 
phone and  coaxial  cables... our  heat 
exchanger  tubes,  gas,  plumbing,  air  con- 
dit toning  and  refrigeration  tubing . .  .our 
bronze  valves  and  fittings.  All  the  Phelps 
Dodge  copper,  aluminum  and  alloy  prod- 
ucts at  work,  serving  Cincinnati  and 
America  everywhere. 


phslps 

dodqe 

Copper  Aluminum  MM  Alloy  Products 


The  Money  Men 


tion.  He  thinks  that  Washington  is 
getting  ready  to  intervene  more  di- 
rectly in  the  wage  and  price  pic- 
ture. Will  there  he  controls?  Well, 
not  exactly  controls,  but  strong 
"guidelines." 

"I  know,"  Bunting  says,  "that 
most  bankers  and  economists  are 
afraid  such  a  step  would  endan- 
ger the  free  market.  In  my  view, 
the  market's  more  fundamentally 
in  danger  if  we  don't  use  wage  and 
price  guidelines.  If  we  don't  use 
guidelines  such  as  these,  there  will 
be  virtually  no  long-term  bond  mar- 
ket at  all." 

Bunting  thinks  that  if  inflation 
starts  appearing  again  and  interest 
rates  climb  back  up,  the  stage  will 
be  set  for  socialism. 

"With  high  interest  rates,  how 
are  utilities  going  to  finance  them- 
selves? They'll  practically  be  na- 
tionalized, because  they  won't  be 
able  to  float  long-term  bonds.  And 
state  and  local  governments,  how 
are  they  going  to  raise  money? 
What  about  housing? 

"What  I'm  suggesting  is  that 
many  of  these  things  that  have 
heretofore  been  financed  in  some 
or  all  respects  in  the  private  sector 
are  going  to  go  over  to  the  Gov- 
ernment if  we  continue  to  have 
this  kind  of  inflation.  So  I  think 
that  a  much  lesser  evil  would  be 
to  have  fairly  rigorous  wage  and 
price  guidelines." 

We  reminded  Bunting  that  the 
British  and  the  Canadians  have 
tried  an  "incomes  policy"  and  it 
hasn't  exactly  produced  any  mir- 
acles for  them. 

"Thai's  the  argument  you  hear, 
and  it's  supposed  to  be  devastating. 
'It  hasn't  worked  abroad,  and  it 
didn't  work  here,'  they  say.  The 
fact  of  the  matter  is  that  it  did 
work.  President  Kennedy  was  using 
an  incomes  policy;  people  forget 
that.  I've  been  looking  at  the  econ- 
omy since  1950,  and  the  absolute 
best  period  for  business  conditions 
overall  was  the  1961-65  period.  No 
recession.  The  economy  was  in- 
creasing every  year,  unemployment 
was  decreasing,  profits  were  in- 
creasing and  the  average  increase 
in  the  consumer  price  index  was  1% 
to  2%  a  year.  If  it  didn't  work  com- 
pletely, that's  because  nothing 
works  completely  in  the  society  we 
have.  But  we're  not  trying  to  get 
from  5%  inflation  down  to  zero. 
We're  just  trying  to  get  down  to 
about  2%  or  3%." 


Couldn't  guidelines  be  self-de- 
feating? we  asked.  What  if  the  un- 
ions decide  to  ignore  them? 

"For  the  present,  we  would  have 
to  have  something  with  teeth  in  it. 
But  I  would  put  a  beginning  and 
end  on  it.  The  end  to  coincide  with 
the  end  of  our  Vietnam  involve- 
ent.  After  that,  I'd  use  persuasion." 

Can  the  unions  be  persuaded? 
we  asked. 

"Yes  they  could.  We  have  to  call 
some  of  the  recent  wage  settlements 
exorbitant,  but  don't  forget  we've 
seen  a  decline  in  real  spendable  in- 
come of  consumers,  and  the  union 
leaders  felt  they  had  some  catching 
up  to  do." 

In  any  event,  Bunting  thinks  the 
Administration  already  has  changed 
its  policy  toward  guidelines— but 
without  admitting  it. 

"The  Administration  has  a  prob- 
lem of  face-saving.  It's  difficult  for 
the  President  of  the  U.S.  to  say  to 
the  public:  'I've  just  wasted  two 
years  of  your  time.  There's  been  a 
lot  of  unemployment,  firms  have 
gone  bankrupt,  the  stock  market's 
taken  a  terrible  tumble,  and  I'm 
sorry.'  They've  got  egg  on  their 
faces,  and  I  don't  think  the  Admin- 
istration will  ever  say  they  have 
an  incomes  policy.  But  I  think  they 
will  have  one. 

"I  don't  foresee  a  mass  purge  of 
economists.  But  there  are  going  to 
be  changes  among  the  Kennedys, 
the  McCrackens,  the  Charlie  Walk- 
ers and  Herb  Steins,  so  that  it's 
easier  to  accommodate  a  guide- 
lines policy.  I  don't  think  David 
Kennedy  [Secretary  of  the  Trea- 
sury] was  necessarily  an  architect 
of  the  previous  policy,  but  he  was 
part  of  it  and  a  cat's  paw. 

"They're  talking  that  way  al- 
ready. Arthur  Burns  [chairman  of 
the  Federal  Beserve  Board]  has 
made  a  few  noises  in  favor  of  a 
guidelines  policy.  And  William 
McChesney  Martin  [former  Fed- 
eral Beserve  Board  chairman]  has 
come  out  for  wage-price  guide- 
lines. Now,  he's  a  free-market  man, 
and  knowing  Bill  Martin  as  I  do,  if 
he  says  we  need  such  a  policy,  I 
would  suggest  the  evidence  is  in." 

A  few  days  after  our  interview 
with  Bunting,  the  White  House  an- 
nounced that  it  was  planning  to  be 
"tougher  and  more  specific"  in  criti- 
cizing wage  and  price  rises,  sug- 
gesting that  the  transition  was  al- 
ready under  way  from  its  "inter- 
est-rates-only" policy.   u 
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Philadelphia  Renaissance 

From  being  a  big  but  sleepy  provincial  company,  IN  A  is  now  well 
on  its  way  to  becoming  a  sophisticated  international  operation. 


Those  of  you  who  think  of  the  Insur- 
ance Co.  of  North  America  as  a  big 
but  sleepy  old  Philadelphia  Establish- 
ment outfit  just  aren't  up  on  the  busi- 
ness news.  Now  a  $2.3-billion  hold- 
ing company  known  as  INA  Corp. 
(the  insurance  company  has  become 
a  subsidiary),  it  has  been  moving 
slowly  but  deliberately  toward  be- 
coming a  full-range  financial  services 
operation.  INA's  biggest  move  was 
last  January's  acquisition  of  Blyth  & 
Co.,  for  $55  million  in  stock. 

Last  month,  INA's  Chairman  John 
T.  Gurash  made  another  interesting 
move.  For  approximately  $30  million 
in  cash,  INA  bought  a  10%  interest 
in  Paris'  venerable  Compagnie  Finan- 
ciere  de  Suez  (Forbes,  May  1),  a 
powerful  French  investment  and  man- 
agement combine  built  on  the  remains 
of  the  old  Suez  Canal  company.  To- 
day Suez  is  a  diversified  financial 
operation  and  controls  industrial  op- 
erations like  Compagnie  de  Saint- 
Gobain-Pont-a-Mousson,  the  giant 
French  glass  and  steel  company.  (By 
peculiarly  French  logic,  while  Suez 
controlled  St.  Gobain,  the  latter  also 
controlled  Suez;  INA,  in  fact,  is  buy- 
ing its  Suez  stock  from  St.  Gobain. ) 

INA  will  not  actually  control  Suez. 
St.  Gobain  will  own  some  15%  of  the 
stock,  the  British  government  12%.  But 
the  move,  Chairman  Gurash  clearly 
hints,  is  a  first  step  toward  making 
INA  into  a  truly  international  compa- 


ny. "We  already  have  two  financial 
subsidiaries  in  France,"  Gurash  says. 
"One  is  a  sizable  fire  and  casualty 
company  there.  We  want  consider- 
ably more,  but  we  realize  we  need 
French  expertise.  We  know  that  com- 
panies that  tried  going  it  alone  in 
Europe  have  done  so  to  their  sorrow." 
Also,  says  Gurash,  "We  are  a  very 
large  reinsurer,  and  a  good  deal  of 
the  business  is  reinsured  abroad 
among  foreign  insurers.  It's  a  very 
good  business."  He  points  out  that 
INA  is  big  in  marine  insurance,  "and 
that,  too,  is  an  international  business 
basically."  While  Gurash  doesn't  say 
so,  Suez  could  probably  reward  INA 
with  a  significant  amount  of  the  in- 
surance bought  by  the  many  large 
French  companies  Suez  controls. 

Other  Motives 

But  there  are  less  obvious  reasons 
for  both  companies  to  make  the  deal. 
Gurash  talks  about  them  in  guarded 
tones,  but  there  is  no  mistaking  what 
he  is  saying.  From  the  French  end, 
Suez'  chairman  and  chief  executive 
officer,  Jacques  Georges-Picot,  seems 
to  be  thinking  along  the  same  lines. 

What  they  are  thinking  about  goes 
well  beyond  any  short-term  business 
advantages.  As  shrewd,  well-informed 
money  men,  both  Gurash  and 
Georges-Picot  are  deeply  concerned 
about  the  long-range  implications  of 
inflation    and    social    unrest.    Neither 


man  can  solve  these  problems.  But 
they  can  take  precautions  to  protect 
their  capital  against  them. 

"We  are,"  says  Gurash,  "seeing  some 
ominous  developments  everywhere  in 
the  U.S.  today."  Nowhere  do  they  im- 
pact, more  than  in  liability  insurance, 
which  is  INA's  major  business. 

Gurash  fears  that  the  U.S.  Govern- 
ment may  move  into  the  liability  in- 
surance area  with  increasing  regula- 
tion under  pressure  from  voters  who 
are  having  trouble  getting  automobile 
and  household  risk  insurance  at  what 
they  regard  as  reasonable  cost.  "Con- 
tinuing inflation,"  he  adds,  "only  in- 
creases the  problems  of  insurers."  In- 
flation means  increasingly  higher  cost 
settlements  each  year  while  premium 
rates  lag  several  years  behind.  Thus 
insurers  are  always  playing  catch-up. 

Given  all  of  its  problems,  INA  man- 
agement would  be  foolish  if  it  did  not 
diversify.  INA  already  has  "up- 
streamed"  some  $175  million  of  its 
$762-million  capital  from  the  insur- 
ance subsidiary  to  the  parent  com- 
pany. And  Suez  is  surely  not  the 
last  INA  diversification. 

The  Suez  company,  which  is  big  in 
insurance  on  its  own,  is  worried  about 
many  of  the  same  things  that  INA  is. 
Their  new  association  seems  based  on 
the  very  sound  idea  that  if  you  can't 
avoid  risks,  you  should  take  every  rea- 
sonable care  to  hedge  them,  geo- 
graphically as  well  as  by  industry.  ■ 


Suez'    Chairman    Georges-Picot    (center)    and    M.    Roger    Martin     (left),     head     of    France's     St.     Gobain-Pont-a- 
Mousson,   look   upon   INA    Chairman  John   Gurash   (right)   as  a  promising  source  of  capital  for  future  expansion. 
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"The  Chairman  just  told 
me  our  biggest  competitor 
raised  their  net  7%  by  using 
commodity  futures. 

"There  goes  my  weekend!' 


The  word  is  getting  around. 

More  and  more  companies  are  using 
futures  as  a  management  tool. 

Yet  many  corporate  executives- 
even  ones  who  are  highly  sophisticated 
in  other  areas-still  think  of  futures  as 
a  speculator's  game. 

The  truth  is,  it's  all  in  how  you  use 
them.  That's  where  we  come  in.  We're 
equipped  to  help  you  use  futures  in  a 
sensible,  businesslike  way.  Just  as  you 
use  cost  accounting  or  any  other  man- 
agement tool. 

Here's  a  quick  rundown  on  some  of 
the  ways  your  company  might  gain  by 
using  futures. 

/ " — 

How  futures  may  help  you  cut  your 
procurement  costs  by  5  to  15  per- 
cent a  year. 


Without  futures,  there's  very  little 
you  can  do  to  protect  yourself  from 
higher  commodity  prices. 

You  can  try  to  step  up  buying  when 
prices  seem  low.  But  lack  of  storage 
space  and  working  capital  requirements 
limit  the  amount  you  can  buy.  In  some 
lines,  you're  also  limited  by  suppliers 
who  won't  sell  when  prices  are  low. 


With  futures,  it's  a  different  story. 
You  don't  need  any  storage  space.  And 
you  don't  tie  up  nearly  as  much  of  your 
working  capital.  (You  can  buy  or  sell  fu- 
tures on  a  margin  of  only  about  10  per- 
cent. And  most  of  that  can  be  in  the 
form  of  Treasury  Bills  on  which  you 
continue  to  collect  interest.)  Finally, 
there's  almost  never  a  shortage  of  sell- 
ers in  the  futures  market. 

Think  what  all  that  means.  Instead 
of  being  at  the  mercy  of  the  market, 
you  can  take  the  initiative  and  buy  fu- 
tures whenever  you  think  the  price  is 
right.  Then  if  prices  go  up,  you  can  sell 
them  at  a  profit. 

You'll  still  pay  more  for  the  actual 
commodity.  But  you'll  have  an  addi- 
tional profit  to  offset  your  additional 
cost. 

But  what  if  prices  go  down?  In  that 
case,  you'll  lose  money  when  you  sell 
your  futures.  But- and  this  is  a  critical 
point-the  futures  loss  will  be  just 
about  offset  by  the  lower  prices  you'll 
pay  when  you  buy  the  commodity. 

In  any  event,  futures  enable  you,  in 
effect,  to  lock  in  what  you  decide  is  a 
good  price  months  before  you  need  the 
actual  commodity.  That  makes  it  a  lot 
easier  to  plan  ahead  and  establish  re- 
alistic price  schedules. 


How  futures  can  help  your  company 
do  a  better  job  of  inventory  control 
and  marketing. 


When  you  carry  a  big  commodity 
inventory  to  feed  your  production  proc- 
ess, you're  also  shouldering  a  heavy 
price  risk.  A  plunge  in  commodity 
prices  could  put  you  at  a  severe  com- 
petitive disadvantage. 

Properly  used,  futures  can  help  pro- 
tect you  from  that  risk.  Whenever  your 
judgment  tells  you  that  prices  are 
•headed  down,  you  can  sell  futures 


against  your  inventory.  If  prices  do  fall, 
you  can  earn  a  profit  by  buying  futures 
at  the  new,  lower  levels.  The  profit  will 
probably  be  large  enough  to  offset  your 
loss  on  the  inventory. 

That  same  technique  may  help  you 
in  marketing.  You  can  use  it  if  you  sell 
one  of  the  51  commodities  that  have  a 
futures  market.  Or  if  the  price  of  your 
product  moves  in  step  with  the  price 
of  a  traded  commodity. 

When  you're  in  one  of  those  posi- 
tions, futures  enable  you,  in  effect,  to 
lock  in  what  you  decide  is  a  good  sell- 
ing price  — even  before  your  product  is 
ready  for  market. You  do  this  by  selling 
futures  whenever  you  feel  prices  are 
attractive.  If  prices  then  fall,  the  profit 
you  earn  on  your  futures  will  help  to 
offset  any  drop  in  your  sales  income. 
The  net  effect  would  be  to  raise  the 
average  selling  price  of  your  product. 


We  can  help  you  get  started.  With 
our  new  booklet.  And  with  a  lot 
more. 


We've  just  put  out  a  new  booklet 
called  The  Hedger's  Handbook.  We 
think  you'll  find  it  an  eye-opener  when 
it  comes  to  using  commodity  futures 
in  corporate  management. 

When  you're  ready  to  move,  our 
Commodity  Account  Executives  can 
help  you  analyze  your  situation.  Tell 
you  whether  or  not  you  should  be 
using  futures.  And  help  you  set  up  a 
detailed,  year-round  program  tailored 
to  your  needs. 

To  get  your  copy  of  The  Hedger's 
Handbook -or  just  to  talk  about  using 
futures  -  contact  Paul  H.  Franklin, 
Vice  President  and  Director  of  our 
Commodity  Division.  Call  (212)944-1212. 
Or  write  to  him  at  Merrill  Lynch, 
Pierce,  Fenner  &  Smith  Inc.,  70  Pine 
Street,  New  York,  NY.  10005. 


Merrill  Lynch  Services  for  Management 
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Faces  Behind  the  Figures 


Money  Maker  Ling 


The  End  of  Something 

Ever  since  he  stepped  aside  as 
chairman  and  chief  executive  of 
Dallas'  Ling-Temco-Vought  last 
May,  James  J.  Ling,  that  conglom- 
erate's brilliantly  inventive  father, 
founder  and  fomenter,  has  by  his 
own  admission  been  pretty  much  at 
loose  ends.  "I'm  just  a  major  stock- 
holder," Ling  told  Forbes  last 
month,  "and  I'm  not  in  day-to-day 
operations.  I'm  on  the  boards  of 
Braniff,  the  Aerospace  Corp.  and 
Wilson  [all  L-T-V  affiliates]  and 
I'm  involved  in  L-T-V,  but  it's  not 
a  full-time  occupation." 

Ling  has  no  ambitions  of  resum- 
ing his  old  job  at  L-T-V  either. 
"I'm  a  man  of  my  word,"  he  says, 
"and  I've  given  my  allegiance  to 
Pad  Thayer,  L-T-V's  president, 
who's  worked  for  me  for  years. 
You  have  to  understand:  I  think 
it's  a  game  of  integrity  as  well  as 
trying  to  make  money." 

Ling  still  smarts  from  the  Justice 
Department's  attack  on  L-T-V's  ac- 
quisition of  Jones  &  Laughlin,  but 
that  hasn't  prevented  him  from  con- 
tinuing to  think  on  a  grand  scale. 
"If  it  were  really  oflensi\<  to  the 
Justice  Department  to  be  big  and 
be  in  ten  different  areas  at  the  same 


time,"  he  says,  "I'll  accept  that 
fact.  Okay.  What  I  would  do  is  sell 
everything  off— at  one  time  in  L-T-V 
you  would  have,  say,  $2  billion  in 
value.  Then  I'd  buy  a  nonconglom- 
erate— I  can  name  you  four  or  five 
in  the  top  20— divide  it  in  ten  sepa- 
rate units  and  take  all  ten  com- 
ponents public. 

"I  could  own  U.S.  Steel  West, 
East,  North  and  South,  and  make 
five  or  four  companies.  Or  A&P. 
No  reason  why  it  shouldn't  be  four 
or  five  companies.  L-T-V  divided 
eventually  into  seven  companies, 
all  publicly  owned,  all  going  their 
own  way,  all  highly  motivated.  You 
can  get  too  big  to  be  efficient,  and 
that's  the  concept  of  Project  Re- 
deployment. You  break  out  to  the 
lowest  manageable  profit  unit,  you 
isolate  management  centers  and 
profit  centers  completely.  That's  not 
the  way  it  is  in  big  companies.  You 
have  thousands  of  corporate  struc- 
tures and  corporate  staffers  and  75 
vice  presidents.  But  that's  not  the 
sort  of  company  I  have  in  mind." 

This  is,  of  course,  just  "concept- 
ualizing," as  Ling  calls  it.  Mean- 
while, where  does  he  go  from  here? 

"I  may  very  well  decide  I  want 
to  make  money,"  he  says,  with  that 
nonstop  assurance  that  used  to  be- 


witch bankers  from  New  York  to 
Paris.  "I  never  thought  about  that 
before.  If  you  look  at  my  record, 
I  never  sold  much  L-T-V  stock. 
I've  sold  only  22,000  shares  since 
1961,  so  I  still  hold  500,000  shares, 
and  whatever  paper  wealth  I  had 
was  more  or  less  because  of  side  in- 
vestments, not  L-T-V.  I  fell  in  love 
with  L-T-V,  I  fell  in  love  with  this 
company,  it's  been  a  real  love  affair, 
in  fact.  Being  a  sentimental  person, 
it  may  not  take  long  for  a  new  af- 
fection to  develop.  Now  that  I'm 
not  necessarily  involved  in  daily  op- 
erations, I  think  I'll  make  some 
money.  And  I'm  not  sure  it'll  come 
naturally  to  me— to  get  into  an  op- 
eration with  the  idea  of  just  mak- 
ing money.  I'm  not  sure  I'm  going 
to  like  that.  I  don't  have  any  choice 
in  the  matter.  I  think  I've  got  to 
do  something." 

Days  later,  Ling  did.  For  a  varie- 
gated package  of  securities,  Ling 
bought  two  University  Computing 
subsidiaries,  capital  goods  produc- 
ers both,  which  he  planned  to  meld 
into  a  new  company:  Omega- Al- 
pha, Inc.  The  End  of  one  phase  of 
his  career,  Ling  says,  the  Beginning 
of  another.  But  O-A's  thrust  looked 
the  same:  Project  Redeployment 
plus  a  touch  of  venture  capital.   ■ 
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Cullman  of  Cullman  Ventures 


Going  Private 

Most  Wall  Street  bankers  look  for 
private  companies  they  can  take 
public.  But  not  Lewis  Cullman.  He 
takes  public  companies  private. 

When  the  market  crumbles,  as  in 
1970,  Cullman  searches  out  profit- 
able but  disenchanted  little  compa- 
nies that  some  aggressive  under- 
writer talked  into  going  public  in 
happier  days.  "Suddenly  the  com- 
pany's stock  is  selling  well  below 


the  offering  price,"  says  the  51- 
year-old  member  of  the  wealthy 
Cullman  tobacco  clan,  "and  man- 
agement is  looking  for  a  way  out." 
His  solution:  Liquidate. 

But  liquidation  Cullman-style 
isn't  as  drastic  as  it  sounds.  Cullman 
offers  to  buy  100£  of  the  stock, 
usually  at  a  price  well  above  both 
the  current  market  and  book  value 
per  share.  The  public  shareholders 
get  cash;  the  insiders  get  a  cash 
down  payment  plus  notes.  But  the 


notes  can  be  prepaid  if  the  old  ex- 
ecutives, who  continue  to  run  day- 
to-day  operations,  meet  certain  per- 
formance goals.  Thus  the  insiders 
help  to  buy  themselves  out,  and 
Cullman  gets  the  company. 

Cullman  has  gotten  two  such 
public  dropouts  in  the  last  five 
years:  Atlanta's  Orkin  Exterminat- 
ing Co.,  now  part  of  Rollins  Inc.; 
and  New  York's  Allied  Graphic 
Arts,  which  he  still  owns.  Graphic's 
President  Salie  Wyker  describes  his 
experience:  "Being  publicly  held 
didn't  make  any  sense  for  my  small 
company  [sales:  $20  million].  When 
my  stock  hit  seven  times  earnings  I 
got  insulted.  Then  along  came  Cull- 
man offering  ten  times  earnings.  I 
took  it." 

There  have  been  few  likely  can- 
didates for  going  private  in  recent 
years— "I  can't  compete  with  the 
public  in  a  bull  market,"  says  Cull- 
man. But  now  the  bear  market 
scavenger  expects  to  bring  at  least 
one  company  private  in  1971.  He  is 
negotiating  with  four  now,  includ- 
ing one  that  is  considering  his  $50- 
million  offer.  And  he  feels  a  further 
market  recovery  would  actually  im- 
prove his  prospects. 

"A  company  president  might  still 
be  telling  his  pals  at  the  golf  club, 
'Look,  everybody's  stock  is  down, 
even  blue  chips.'  But  if  the  market 
rebounds  strongly  next  year  and  his 
stock  doesn't,  then  he  might  really 
begin  looking  for  a  way  out." 

Cullman,  who  looks  a  bit  like  a 
bulldog,  usually  opens  negotiations 
that  way  too:  "I  see  your  stock  is 
still  down."  ■ 


The  Old  Order  Changeth? 

It  sounded  unbelievable,  but  it 
was  official— the  announcement 
that  Leon  Hess  was  stepping  down 
and  making  Hubert  W.  McCollum 
chairman  and  chief  executive  of 
Amerada  Hess.  Could  it  be? 
Hadn't  Leon  Hess  built  the  com- 
pany from  nothing  to  respectable 
size  (some  $l-billion  revenues  this 
year)  even  among  the  international 
oil  giants?  Hadn't  he  planned  and 
carried  through  the  last  big  step 
toward  the  $1 -billion  mark  in  the 
merger  with  Amerada  consum- 
mated in  mid-1969?  How  could  the 
company  possibly  get  along  with- 
out him? 

It  won't  have  to;  that  much  is 
soon  clear  from  even  a  brief  meet- 


ing with  McCollum,  56,  a  life-long 
oilman  when  he  joined  then-tiny 
Hess  Oil  in  1951  as  a  vice  president. 
"Mr.  Hess  is  the  most  imaginative 
man  in  the  oil  business,"  says  Mc- 
Collum, who  clearly  feels  more 
comfortable  tacking  the  "Mr."  in 
front  of  Hess'  name.  "Mr.  Hess  has 
always  had  a  plan  and  a  great  de- 
sire for  this  company.  Mr.  Hess 
likes  to  build  things,  and  if  you 
were  to  contrast  us,  I'd  say  that 
perhaps  I'm  inclined  to  go  a  little 
more  slowly.  I  try  to  work  through 
an  organization." 

In  short,  Leon  Hess,  as  head  of 
the  new  executive  committee,  will 
continue  to  plan  and  build  and  Hu- 
bert McCollum  to  consolidate  and 
organize,  whatever  their  titles. 

The    more    things    change.  .  .  ■ 


McCollum  of  Amerada  Hess 
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Faces  Behind  the  Figures 


Elmer  of  Texas  Gas  Transmission 


All  Together  Now 

Like  many  a  U.S.  executive,  Texas 
Gas  Transmission  Chairman  Wil- 
liam M.  Elmer  felt  diversification 
was  a  good  idea.  So  in  the  past 
ten  years,  he  has  supplemented  his 
basic  pipeline  business  with  truck- 
ing and  barging,  offshore  dredging 
and  oil  and  gas  exploration,  which 
now  account  for  around  50%  of 
revenues  ($388  million)  and  40% 
of  earnings. 

The  trouble  is,  they  weren't  all 
moving  ahead  at  the  same  time. 
When  one  division  bounced  up,  an- 
other dropped  off.  So  net  income 
got  stuck  in  1968,  then  per-share 
earnings  dipped  last  year  from 
$2.53  to  $2.24  a  share. 

Elmer,  an  accountant  who  rose 
to  the  presidency  13  years  ago  and 
became  chairman  in  1968,  still 
hasn't  cut  out  all  the  ups  and 
downs,  but  the  picture  has  certain- 
ly improved.  Earnings  are  up  sharp- 
ly so  far  this  year,  and  should  reach 
the  $2.70  range. 

"The  big  reason  is  that  a  lag  in 
rate  adjustments  on  the  pipeline 
was  rectified,"  he  says.  "The  barg- 
ing division  and  oil  and  gas  explora- 
tion are  up  this  year,  too.  We're  not 
so  happy  about  two  others:  marine 


dredging,  because  government  cur- 
tailments cut  off  pretty  nearly  all 
the,  money  for  river  and  harbor 
work;  and  the  trucking  strike  and 
GM  strike  hurt  our  trucking  divi- 
sion like  the  devil." 

But,  says  Elmer,  "All  our  busi- 
nesses are  good  ones  to  be  in.  We 
see  a  great  future  for  trucking.  This 
so-called  cost  squeeze  might  hurt 
the  smaller  operators  and  certain 
inefficient  majors;  not  us.  We've 
received  rate  adjustments  already 
to  compensate  us  for  all  of  this 
year's  labor  increases. 

"The  dredging  division  might  be 
a  little  slow  coming  back.  But 
there's  nothing  this  country  is  fur- 
ther behind  in  than  river  and  har- 
bor work.  That  must  be  caught  up." 

Elmer  doesn't  like  the  term  "con- 
glomerate." He  insists  Texas  Gas 
should  instead  be  called  "an  en- 
ergy and  transportation  company." 
Since  his  barges  specialize  in  haul- 
ing coal  to  electric  power  plants, 
the  all-round  energy-transportation 
pattern  gets  clearer  all  the  time. 

Elmer  has  one  other  big  thing 
going  for  him.  With  gas  running 
short,  Texas  Gas  has  a  15-year  sup- 
ply vs.  a  13-year  industrywide  av- 
erage. That  in  itself  should  guar- 
antee more  ups  than  downs.  ■ 


Psyching  His  Way  Up 

Like  a  rich  old  lady  shocking  the 
family  by  running  off  with  a  young 
lover,  staid  building  materials  mak- 
er Johns-Manville  surprised  the 
business  Establishment  last  month 
by  naming  a  kind  of  corporate  psy- 
chiatrist as  chief  executive. 

Taking  over  from  Clinton  B. 
Burnett,  62,  was  Dr.  W.  Richard 
Goodwin,  46,  a  Stanford  Ph.D.  in 
experimental  psychology.  "Call  me 
Dick"  Goodwin's  rise  to  the  top  at 
J-M  was  as  indirect  as  it  was  rap- 
id. After  getting  his  doctorate  in 
1955,  he  took  a  job  with  Rand 
Corp.,  the  military  think-tank, 
working  on  the  human  end  of 
"man-machine  interfaces."  For  ten 
years  he  developed  large  computer 
systems,  then  became  a  consultant 
and  teacher  at  NYU's  graduate 
business  school. 

In  June  1968  Johns-Mai  ville 
hired  Goodwin  to  help  set  up  a 
company-wide  planning  system, 
then  took  him  on  full  time  in  April 
1969  as  vice  president  for  planning 
with  a  chance  at  the  chief  ej 


tive  slot.  There  were  some  tense 
moments  in  late  1968  over  the  ad- 
vances of  Eli  Black's  AMK  (now 
United  Brands),  among  others.  But 
when  Goodwin  returned  from  a 
European  vacation  on  Nov.  9,  Bur- 
nett told  him  the  top  spot  was  his 
in  a  management  shake-up— "a  rad- 
ical change  for  a  company  like 
J-M,"  says  Goodwin. 

Goodwin  has  his  work  cut  out 
for  him.  Despite  its  near-monopoly 
position  as  the  world's  largest  as- 
bestos producer,  J-M's  11.3%  return 
on  equity  has  been  merely  average 
in  the  low-profit  building  materials 
industry.  Most  of  J-M's  building 
products  are  aging  commodity 
items.  Earlier  this  year  J-M  sold  or 
closed  flooring  and  other  operations 
with  $40-million  sales,  and  the  re- 
maining roofing  and  siding  opera- 
tions may  be  next. 

Systems  expert  Goodwin  pro- 
poses such  things  as  unified  distri- 
bution and  related  acquisitions. 
He  has  the  financial  tools:  J-M  has 
no  debt  and  a  cash  flow  of  over 
$50  million.  Says  he:  "I  couldn't 
ask  for  a  better  starting  point."  ■ 


Goodwin  of  Johns-Manville 
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Faces  Behind  the  Figures 


Where  To  Grow? 

Paul  H.  Henson,  46,  is  chairman 
and  president  of  United  Utilities, 
the  nation's  third-largest  telephone 
company  ( after  AT&T  and  GT&F ) . 
United  will  probably  break  $500 
million  in  revenues  this  year,  but  it 
suffered  a  17?  earnings  decline  (to 
$24  million)  in  the  first  nine 
months.  'The  full  year  won't  be 
quite  as  bad  as  the  beginning," 
says  Henson,  "but  it's  the  first  time 
in  my  12  years  here  that  we've 
had  a  year-to-year  drop." 

This  year's  earnings  troubles  will 
not  continue,  Henson  says,  and  next 
year  looks  much  better:  "We'll 
have  caught  up  on  regulator)  time 
lag,  and  interest  rates  are  easing." 
Also,  most  start-up  costs  in  a  side- 
line business  like  computer  time- 
sharing will  be  behind  him.  He'll 
pick  up  capital  gains  from  selling 
some  cable-TV  properties,  and  a 
new  toll  split  with  the  Bell  System 
will  give  him  a  minimum  of  $10 
million  more  in  annual  revenues. 

While  earnings  should  pick  up 
next  year,  United  will  have  prob- 
lems keeping  its  revenue  curve  ris- 


Henson  of  United  Utilities 


ing  at  the  old  rate.  (During  Hen- 
son's  six  years  in  charge,  United 
has  grown  fivefold,  largely  through 
acquisition.)  Among  them,  General 
Telephone  &  Electronics,  United, 
Continental  Telephone  and  Central 
Telephone  have  now  swallowed 
most  of  the  desirable  independent 


companies.  What's  left  is  pretty  slim 
pickings— or  too  expensive,  like  Mid- 
Continent  Telephone,  which  United 
looked  at  earlier  this  year. 

But  Henson  dismisses  his  growth 
problems  with  a  shrug:  "With  our 
$1.4  billion  in  assets,  we  can  grow 
15%  a  year  just  on  what  we  have."  ■ 


From  Ben  to  Frank 

T  stakted  working  as  an  office  boy 
at  17,"  Frank  Nunlist  recalls,  "went 
to  school  nights  for  nine  years,  and 
made  up  mj  mind  then  that  I  was 
going  to  retire  when  I  got  to  be  55." 
Which  is  why,  Nunlist  explains,  he 
resigned— right  on  schedule— two 
years  ago  as  president  and  chid 
executive  of  Studebaker-Worthing- 
ton,  the  sprawling  conglomerate  he 
had  been  largely  responsible  for 
rationalizing.  In  short,  his  depar- 
ture grew  out  of  a  boyhood  deci- 
sion—not, as  rumor  had  it,  out  of  a 
dispute  over  whether  Studebaker 
should  dump  Alco  Products. 

Even  so,  Nunlist  was  back  at 
work  within  90  days.  Postmaster 
General  Winston  M.  Blount  per- 
suaded him  to  come  to  Washington 
as  Assistant  Postmaster  General, 
Bureau  of  Operations,  and  he  has 
been  there  ever  since.  "Frankly,  at 
the  time,  I  had  no  interest  in  the 
job,"  Nunlist  says,  "but  when  I  got 
down  here  and  looked  around,  I 
decided  that  this  was,  as  the  Kappel 
Commission  said,  the  greatest  man- 
agement challenge  of  the  20th 
century.  And  it  certainly  is. 

"Here  you  have  a  company  that 


was  established  by  the  Continental 
Congress  under  Ben  Franklin,  and 
it  has  never  modernized  one  damn 
bit.  It'll  lose  $2  billion  to  $2.5  bil- 
lion this  year,  and  it  has  made 
money  in  only  17  years  in  its  his- 
tory. How  would  you  like  to  ac- 
quire a  business  like  that?  Our  task 
as  managers  is  to  reconstruct  it." 
Tfie    Post    Office's    750,000-odd 


Nunlist  of  the  Post  Office 
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employees  exceed  in  number  those 
of  any  other  U.S.  business  except 
GM  and  AT&T;  and  it  has  been  to- 
tally centralized,  so  much  so  that 
Washington  has  paid  the  utility  bills 
for  its  postmaster  in  Oshkosh  and 
decided  how  much  a  postmaster  can 
spend  on  bus  fare  for  his  carriers  in 
Chicago.  What  Nunlist  aims  to  do 
is  the  sort  of  thing  business  enter- 
prises have  been  doing  for  years 
—advance  planning,  for  instance, 
something  impossible  when  nobody 
knew  from  year  to  year  how  much 
Congress  would  appropriate.  "I've 
been  trying  to  work  with  our  peo- 
ple," Nunlist  says,  "to  help  decen- 
tralize the  business,  to  reconstruct 
responsibility  on  a  local  level."  To 
modernize  it,  he  is  prepared  to 
float  the  debentures  that  Congress 
has  authorized  (up  to  $10  billion). 
His  object  is  to  eliminate  the  De- 
partment's losses,  not  primarily  by 
raising  prices— though  he  expects 
first-class  rates  to  rise  from  6  to  8 
cents  in  the  spring— but  by  improv- 
ing productivity.  Can  it  be  done? 
"Yes,"  he  says,  "it  can.  And  within 
five  years.  It'll  take  a  lot  of  time 
to  make  investments,  substitute  cap- 
ital for  labor.  But  so  far,  we're 
right  on  target."   ■ 
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The  Pain  of  Plenty 

Diversification  began  to  bear  fruit  for  Del  Monte  last 
year,  but  not  enough  to  rescue  the  overstocked  canner. 


Chairman  and  President  Alfred  W. 
Eames  Jr.  of  San  Francisco-based  Del 
Monte  Corp.  would  rather  talk  about 
diversification  than  inventory.  That's 
partly  because  in  the  last  few  years 
Del  Monte,  the  world's  largest  fruit 
and  vegetable  canner,  has  begun  to 
venture  into  such  new  areas  as  snack 
foods,  frozen  specialties  and  fresh 
fruit.  But  it's  also  because  inventory 
is  a  dirty  word  this  year  in  the  can- 
ning industry,  which  is  just  surfacing 
from  the  worst  oversupply  situation 
in  ten  years. 

As  a  result,  prices  of  many  of  Del 
Monte's  mainstay  products— tomatoes, 
corn,  fruit  cocktail,  cling  peaches- 
dropped  in  1969.  With  fully  60%  of 
its  $681-million  sales  still  coming  from 
domestic  canning  operations,  Del 
Monte's  earnings  in  its  fiscal  year  end- 
ed last  May  31  slipped  20%  from  the 


previous  year's  $1.88  a  share  to  $1.51, 
the  lowest  since  1962. 

"Most  canners,"  says  the  58-year- 
old  Eames,  "have  taken  a  hell  of  a 
bloodbath  this  year."  In  the  early  Six- 
ties, fie  goes  on  to  explain,  growers 
had  kept  coming  up  short  because  of 
bad  weather.  So  each  year  they  plant- 
ed a  little  more.  But  in  1968  and 
1969  the  weather  suddenly  turned 
favorable;  and  so  bountiful  were  the 
harvests  that  the  industry  supply  of 
corn,  for  example,  soared  from  a  nor- 
mal 48  million  to  over  60  million 
cases.  As  canners  tried  desperately  to 
move  their  overstock,  prices  crumbled 
so  badly  that  many  canners  saw  rev- 
enues fall  despite  rising  physical  vol- 
ume of  their  products. 

Inventories  also  cost  to  carry.  Del 
Monte's  interest  costs  jumped  to 
$19.7  million  last  fiscal  year  from  $9.7 


Reasons  and  Reasons.  There  is  often  more  than  one  reason  for  an 
acquisition,  and  so  it  was  when  Del  Monte  bought  into  bananas  (see 
story).  The  move  nonetheless  fit  the  company's  need  to  shed  its  packer 
image    and    its    vulnerability    to    crop    cycles    in    traditional    products. 


million  two  years  earlier,  clipping 
shareholders  about  an  extra  45  cents 
a  share.  "We  couldn't  just  give  the 
stuff  away,"  shrugs  Eames,  "so  we 
had  to  carry  it." 

In  the  mid-Sixties,  Del  Monte  be- 
gan diversifying  to  lessen  its  vul- 
nerability to  oversupply.  Under  the 
direction  of  former  chairman  John 
E.  Countryman,  Del  Monte  bought 
Granny  Goose  Foods,  a  snack  foods 
maker,  in  1966;  Service  Systems 
Gorp.,  a  food  service  and  building 
maintenance  outfit,  in  1967;  and  a 
frozen  foods  specialty  firm  in  1968. 
That  same  year  it  also  added  a  ba- 
nana company  to  its  growing  fresh 
fruit  and  produce  business— though 
it  did  so  mainly  to  preclude  a  Del 
Monte  takeover  by  United  Fruit, 
which  was  already  under  government 
orders  to  reduce  its  banana  holdings. 
But  the  venture  proved  so  profitable 
that  Del  Monte  has  added  still  more 
bananas.  Eames  concedes  that  thev 
remain  a  small  part  of  Del  Monte's 
business,  but  says,  "They  are  like  mon- 
ey trees.  I  wish  we  had  more  of  them 
this  year." 

Service  Systems,  the  biggest  non- 
canning  operation,  last  year  posted 
sales  of  some  $60  million,  while  the 
frozen  foods  maker  had  revenues  of 
$13  million;  and  both,  says  Eames, 
are  growing  at  a  30%  rate.  All  told, 
noncanning  areas  yielded  almost  20% 
of  Del  Monte's  1970  revenues. 

There  has  also  been  a  greater  em- 
phasis of  late  on  international  can- 
ning, which  last  fiscal  year  provided 
a  further  20%  of  revenues.  Together, 
international  canning  operations  and 
domestic  noncanning  activities  ac- 
counted for  about  half  of  Del  Monte's 
profits  last  year. 

Breathing  Easy 

Currently,  Eames  is  breathing  a  lit- 
tle easier,  with  canned  goods  prices 
firming  because  of  reduced  acreae- 
planted  last  year.  This  also  means 
lower  inventories  and  interest  bur 
dens,  which  Eames  has  lightened  stili 
further  by  replacing  some  "verj  ex 
pensive  short-term  borrowings"  with 
cheaper  long-term  money,  including 
$30  million  at  only  5/4%.  "If  we  can 
just  get  through  the  next  lew  years 
without  oversupply  and  let  our  other 
businesses  develop,"  says  Eames, 
"we'll  be  in  good  shape. 

"Within  five  years  we'll  be  getting 
about  33%  of  sales  from  noncanning 
activities,  about  22%  from  internation- 
al and  only  about  45%  from  domestic 
canning."  Does  this  sound  slow?  It 
doesn't  to  Eames,  who  knows  how 
hard  it  is  to  change  the  makeup  of 
one  of  the  world's  largest  canners. 
Progress  so  far  has  been  slow,  but  it 
has  been  real.  ■ 
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Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debP  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


SEPT 137.1 

OCT 137.2 

NOV 136.3 

DEC 134.5 

JAN 132.4 

FEB 130.9 

MAR 129.0 

APR 127.8 

MAY    126.1 

JUNE  125.8 

JULY   127.2 

AUG 126.4 

SEPT 125.3 

OCT.    (prel.)   124.5 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  O.  Hooper 


A  Changing  Enviroment 


One  reason  that  we  who  advise  in- 
vestors have  difficult)  being  assertive 
and  direct  at  present  is  that  we  ate 
dealing  with  many  major  changes  in 
almost  every  area  influencing  social, 
political  and  economic  change.  This 
environment  is  very  different  from  the 
set  of  conditions  and  trends  with 
which  we  contended  in  the  first  20  or 
25  years  after  World  War  II. 

In  the  first  place,  the  economy  is 
growing  less  rapidly.  Population  is  in- 
creasing more  slowly.  There  are  fewer 
dynamic  new  industries  coming  into 
being.  Capital  for  growth  costs  more, 
'  and  is  more  difficult  to  obtain. 

Second,  while  inflation  has  slowed 
down  slightly,  it  is  now  suspected 
that  inflationary  trends  no  longer  are 
as  productive  of  profits  as  they  had 
been  in  the  past.  Actually,  it  is  in- 
creasingly difficult  for  business  to  pass 
on  inflationary  costs  to  customers.  To 
some  extent,  in  some  areas,  inflation 
threatens  to  be  antiprofits.  And  Wash- 
ington policy  on  credit  seems  to  be 
stimulating  inflation  once  more. 

Third,  the  upward  surge  in  interest 
rates  has  made  bonds  more  competi- 
tive with  stocks  as  an  investment  me- 
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dium.  A  tremendous  amount  of  what 
had  been  "stock  money"  has  lately 
been  flowing  into  bonds.  The  income 
return  on  stocks  has  not  gone  up  as 
last  as  the  yield  on  bonds. 

No  Shortage 

Fourth,  for  years  investors  have 
been  Mold  that  there  was  a  "growing 
shortage"  of  stocks  due  to  institutional 
accumulation,  that  there  soon  would 
not  be  enough  equities  to  go  around. 
Now  everyone  knows  that  there  is  a 
surplus  of  stocks,  not  a  shortage.  The 
institutions  own  only  about  30%  of  the 
stocks,  but  they  have  been  doing 
about  60%  of  the  trading.  This  last 
speculative  trading  by  institutions  has 
given  a  false  impression  of  the  size 
of  the  market  they  create. 

Fifth,  in  recent  months  a  new  no- 
confidence  factor  has  appeared.  It 
concerns  the  bull-market  bookkeeping 
and  accounting  of  numerous  new 
high-technology  companies.  In  an  at- 
tempt to  justify  the  fantastic  price/ 
earnings  ratios  the  public  placed  on 
their  shares,  many  managements  dis- 
covered ways  to  "find"  earnings 
through  capitalizing  things  that  never 
should  have  been  capitalized,  and 
claiming  that  uncollected  increments 


on  contracts  written  were  earnings 
rather  than  receivables.  In  various 
ways,  the  bookkeeping  of  such  com- 
panies as  Four  Seasons,  National  Stu- 
dent Marketing,  Career  Academy, 
University  Computing,  Memorex  and 
some  of  the  franchise  and  land-selling 
companies  has  come  under  heavy 
criticism.  No  doubt  there  are  many 
others,  most  of  them  small  concerns, 
which  are  equally  guilty  of  exaggerat- 
ing earning  power. 

It  may  be  said  that  much  of  the 
mischief  could  have  been  detected  by 
a  careful  reading  of  the  notes  in  the 
balance  sheet,  and  that  accounting 
firms  hid  behind  the  "general  prac- 
tices in  the  industry"  phrasing  of  their 
certification  statements.  But  this  is 
something  that  analysts  should  have 
detected  and  exposed.  Apparently 
many  analysts  did  not  know  enough 
accounting  to  do  this. 

Now  that  the  returns  from  the  1970 
census  are  complete  enough  to  pro- 
vide a  clear  idea  of  trends,  certain 
things  stand  out.  One  is  that  popula- 
tion is  increasing  much  less  rapidly,  in 
fact  slower,  than  at  any  time  in  his- 
tory except  during  the  Great  Depres- 
sion. Another  is  that  the  labor  force  is 
increasing  much  faster  than  the  popu- 
lation, just  as  the  population  in  the 
1950s  and  the  1960s  increased  faster 
than  the  labor  force.  Still  another  is 
that  the  increase  in  the  school  popu- 
lation is  slowing  down,  and  will  slow 
further  in  the  years  just  ahead. 

A  fourth  population  trend,  which 
has  been  touched  on  in  this  column 
before,  concerns  the  employment  mix. 
Less  than  5%  are  now  on  the  farms 
compared     with     about    50%    before 
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World  War  I.  It  is  estimated  that  80% 
of  all  the  new  jobs  created  in  this 
decade  will  be  in  the  service  indus- 
tries, which  may  be  employing  69%  of ' 
-the  work  force  in  1980.  The  produc- 
tivity of  those  workers  who  make 
products  and  things  will  have  to  in- 
crease greatly  to  satisfy  the  demands' 
of  the  service  workers  who  do  not 
produce  anything  tangible. 

I'm  not  going  to  try  to  outline  all 
the  investment  consequences  of  these 
facts  about  population.  It  is  quite 
patent,  however,  that  any  big  boom 
will  have  to  originate  from  a  higher 
standard  of  living  than  from  having 
more  people  to  consume  products. 

Resource  Stocks 

Economists  have  always  contended 
that  the  best  stocks  to  buy  as  a  hedge 
against  inflation  are  the  shares  of  com- 
panies which  have  a  store  of  value  in 
the  ground.  Such  stocks  would  be 
shares  of  producing  oil  companies, 
land  companies,  mining  companies 
with  large  ore  reserves,  coal  compa- 
nies, etc.  Thus  far  the  shares  of  store- 
of-value  companies  like  these  have  not 
behaved  much  better  than  the  shares 
of  "idea"  companies  without  sizable 
physical  assets,  but  this  may  not  al- 
ways be  the  case.  Currently,  copper 
shares  seem  well  down  in  price,  due 
to  weak  copper  prices.  On  a  cyclical 
basis,  this  might  be  the  time  to  buy 
stocks  like  Kennecott  (35),  Phelps 
Dodge  (35)  and  Newmont  (24). 

It  is  too  early  to  implement  another 
good,  long-pull,  speculative  idea:  to 
buy  companies  which  have  a  large 
debt,  and  to  pay  off  the  debt  in  dollars 
much  smaller  than  those  borrowed. 
Eventually  this  may  be  the  salvation 
of  some  of  the  airlines,  especially  if 
they  can  find  a  way  to  buy  in  debt  at 
50  cents  or  60  cents  on  a  dollar.  When 
inflation  goes  far  enough,  debt  is  very 
easy  to  pay  off.  Here,  of  course,  is  the 
big,  long-pull  argument  against  bonds, 
even  good  ones.  If  you  lend  $1,000 
now,  and  inflation  continues,  you  may 
get  back  the  whole  $1,000  at  maturity 
of  the  bond,  but  it  may  buy  only  half, 
a  third  or  a  quarter  as  much  goods 
and  services  as  $1,000  buys  now. 

This  is  a  confusing  column  for  a 
confusing  time.  I  can  hear  some  read- 
ers thinking  that  "if  he  does  not  have 
any  more  conviction  than  this,  why 
does  he  write  a  column  at  all?"  Well, 
that's  a  good  question!  What  I  am  try- 
ing to  do,  though,  is  to  explain  why  it 
is  so  hard  to  be  assertive  right  at  the 
moment— and  why  it  is  so  difficult  for 
the  market  to  develop  a  sustained  and 
definite  trend.  I  hope,  and  expect,  it 
will  be  easier  as  the  weeks  go  on.  ■ 


58 


Mr.  Biel  is  on  vacation.  His  column 
will  appear  in  the  next  issue. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Support  For  An  Uptrend 


In  Forbes  for  Dec.  1,  I  drew  read- 
ers' attention  to  the  Dow  Jones  indus- 
trials' 1970  chart  profile,  which  clear- 
ly displays  the  main  elements  of  a  po- 
tential "inverted  head  and  shoulders" 
base  large  enough,  by  technical  stan- 
dards, to  support  a  major  uptrend  to- 
ward and,  eventually  perhaps,  beyond 
the  Dow's  1966  and  1968  bull  mar- 
ket highs  of  close  to  1000. 

This  traditional  pattern  of  transi- 
tion from  bear  to  bull  market  seems 
to  correlate  strikingly  with  the  se- 
quence of  business  and  monetary  de- 
velopments since  the  year's  start. 
First  came  the  left  shoulder,  formed 
by  indecisive  fluctuations  between 
Dow  740  and  800  in  January-March 
and  reflecting  investors'  worries  about 
a  deepening  recession  as  well  as  a 
burnt-child  skepticism  of  the  Federal 
Reserve's  new  departure  from  the 
crunch  strategy  of  1969. 

Next,  the  head  was  formed  when 
investors  panicked  in  fear  of  a  liquid- 
ity crisis  and  a  general  financial  col- 
lapse, and  then  realized  that  the 
worst  was  not  about  to  happen.  That 
emotional  whipsaw  drove  the  Dow  in 
April-May  from  the  upper  700s  to 
630  and  then  in  June-September  back 
up  to  the  high  700s.  Thereafter,  in- 
vestors reverted  to  worrying  about  the 
economy's  ability  to  pull  out  of  the 
recession,  and  the  Dow  began  to  fluc- 
tuate, once  again  indecisively,  in  the 
740-790  range— presumably  the  right 
shoulder  in  the  big  1970  base  pattern. 

The  Final  Phase 

One  of  the  more  fascinating  things 
about  this  pattern  is  its  relationship 
to  the  curves  of  money  growth  and 
interest  rates,  in  my  opinion  the_most 
important  factors  in  technical  stock 
rnarkel  "analysis.  To  hegrr)  y"'ftli  the 
tact  that  monetary  policy  rp^spd  V»p- 
ing  restrictive  while  the  left  shoulder 
formed  ought  to  mean  that  the  poten- 
tial new  base  is  "'real,  that  it  does 
again  reflect  the  reversal  of  a  major 
downtrend  and  that  therefore  it  will 
be  completed  by  an  "upside  break- 
out" from  the  right  shoulder.  The  fur- 
ther fact  that  investors  illogically  ig- 
nored this  policy  shift  during  this 
year's  first  quarter,  when  it  was  still 
new,  and  then  needlessly  succumbed 
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/to    fears    of    a    monetary    crisis    last 

/spring,  strikes  me  as  typical  of  a  final 

'~bear-market  phase,   always   produced 

by  excessive,  unwarranted  pessimism. 

Since  then,  investors  seem  to  have 
been  paying  more  attention  to  the 
monetary  statistics.  During  the  third 
quarter,  the  so-called  money  stock- 
publicly  owned  demand  deposits  and 
currency— grew  at  relatively  great  an- 
nual rates,  and  stock  prices  rose 
sharply  from  their  late-May  panic 
lows.  But  in  September  the  trend  of 
money  growth  slowed  down  conspic- 
uously, and  by  mid-November  the 
money  stock  curve  was  practically 
flat.  During  the  same  period,  there 
was  first,  you  may  recall,  a  silly  but 
widespread  notion  that  money  would 
be  tightened  again  after  Election  Day 
and  later,  as  noted  above,  new  con- 
cern over  the  outlook  for  a  general 
business  recovery. 

Under  the  circumstances,  it's  prob- 
ably not  surprising  that  the  Dow  was 
unable  to  make  any  net  progress.  But, 
then,  that  can  be  interpreted  as  typi- 
cal right-shoulder  action,  a  mixture 
of  residual  bear-market  motivations 
and  timidity  about  the  future.  Or,  to 
put  it  somewhat  differently,  the  right 
shoulder  in  a  base  formation  also  is 
attributable  to  an  error  of  pessimism, 
albeit  usually  a  far  less  drastic  one 
than  the  extreme  depression  which 
produces  the  head. 

In  the  present  instance,  right-shoul- 
der pessimism  seemed  traceable  in 
the  main  to  excessive  preoccupation 
with  some  current  monetary  and  busi- 
ness statistics  and,  at  the  same  time, 
to  neglect  of  others  that  probably 
foreshadow  bullish  trends  in  both 
areas.  Thus,  although  the  money 
stock  turned  flat,  the  broadly  defined 
money  supply  (which  includes  time 
deposits  as  well  as  demand  deposits 
and  currency)  continued  its  steep 
third-quarter  growth  rate  right  into 
the  fourth  quarter.  This  expansion, 
proceeding  at  an  annual  rate  of  over 
16%  since  midyear,  reflected  a  great 
buildup  of  lendable  funds  in  the 
banking  system,  an  extraordinary  ac- 
cumulation of  consumer  buying  pow- 
er, and  a  fairly  rapid  rebuilding  of 
•  corporate  liquidity— all  key  elements 
in  the  making  of  a  viable  general 
business  recovery. 

If  investors  had  not  been  so  intimi- 


dated by  the  all-too-recent  memory 
of  last  spring's  panic,  they  might  have 
responded  more  aggressively  to  the 
continuing  decline  in  short-term  inter- 
est rates.  This  trend  began  last  March 
but  did  not  gather  much  momentum 
until  late  summer,  when  growth  in 
the  broadly  defined  money  supply 
started  to  outstrip  growth  of  the  nar- 
rowly defined  money  stock.  By  early 
last  month,  short-term  rates  had  fall- 
en far  enough  to  make  a  cut  in  the 
Federal  Reserve's  discount  rate  and 
the  commercial  banks'  prime  rate  in- 
evitable. Thereafter,  short-term  mar- 
ket rates  continued  to  drop,  forcing 
the  banks  to  cut  the  prime  again  and 
raising  the  possibility  of  a  second  re- 
duction in  the  discount  rate.  At  that 
point,  moreover,  short-term  interest 
rates  were  so  low  that,  at  last,  they 
forced  also  a  sharp  decline  in  long- 
term  interest  rates,  even  though  the 
demand  for  long-term  credit  in  the 
corporate  bond  market  was  still  run- 
ning at  record  levels. 

How  Soon? 

These  bends  probably  were  instru- 
mental last  month  in  keeping  the  Dow 
from  dropping  out  of  its  right-shoul- 
der trading  range.  With  short-term 
credit  again  plentiful  and  much 
cheaper,  and  with  the  Fed  apparent- 
ly determined  to  keep  it  that  way, 
demand  for  corporate  long-term  cred- 
it could  be  expected  to  subside  and 
long-term  yields  thus  to  decline  fur- 
ther. Consequent  downward  pressure 
on  mortgage  rates  would  tend  to  stim- 
ulate the  construction  industry,  an- 
other key  element  in  the  hoped-for 
economic  upswing.  Consequently, 
too,  the  advantage  of  bonds  over 
common  stocks  in  competition  for  the 
investor's  and  speculator's  dollar 
should  diminish,  which  should  bol- 
ster the  Dow's  ability  to  break  out 
through  the  top  of  the  right-shoulder 
trading  range  (791)  and  rise  beyond 
the  peak  of  the  left-shoulder  trading 
range  (804),  to  complete  the  big 
1970  base. 

Exactly  how  soon  that  will  happen 
may  be  unpredictable.  Crosscurrents 
set  up  by  seasonal,  tax-motivated 
transactions  and  the  probably  pretty 
somber  November  business  statistics, 
due  this  month,  could  be  retarding  in- 
fluences. But  tax  considerations  usual- 
ly cease  to  be  a  major  market  factor 
after  Christmas,  and  the  periods  just 
before  and  after  the  yearend  are  tra- 
ditionally marked  by  rising  stock 
prices.  Moreover,  there  are  reasons  to 
expect  that  investors  can  draw  en- 
couragement this  month  from  a  vig- 
orous revival  of  growth  in  the  money 
stock.  All  in  all,  I  think  that  the  Dow 
will  be  on  its  way  into  the  800-850 
range  sooner  rather  than  later.  ■ 
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STOCK  TRENDS 

By  Myron  Simons 


The  Bull  Is  Raring  To  Go 


All  of  you  know  that  the  stock  mar- 
ket anticipates  events— or  at  least 
tries  to.  It  does  not  merely  reflect 
them.  Thus  the  drop  in  the  DTI  from 
1000  down  to  nearly  630  can  be  seen 
as  anticipation  of  the  miserable  earn- 
ings reports  we  see  today. 

But  in  early  summer,  long  before 
the  trend  of  lower  earnings  had 
reached  floodtide,  the  market  hit  bot- 
tom and  rallied  smartly.  It  ended 
November  and  started  December  on  a 
very  strong  note.  Why  so,  in  the 
face  of  poor  earnings?  Easier  money 
is  one  explanation,  but  there  is  an- 
other factor:  The  market  had  already 
anticipated  poor  earnings  months  be- 
fore they  began  to  show  up. 

In  my  opinion,  the  market  has  an- 
ticipated again,  this  time  in  a  bullish 
way.  It  looks  likely  that  corporate 
earnings  will  start  rising  toward  the 
middle  of  next  year.  Unless  all  past 
experience  is  useless,  we  should  have 
a  new  bull  market. 

On  this  score,  I  recently  did  some 
homework  to  see  1)  how  far  in  ad- 
vance of  earnings  turnaround  the 
market  itself  turns  around;  and  2) 
how  long  the  market  continues  to  rise 
after  such  a  turnaround. 

What  I  found  confirmed  my  opti- 
mism. There  have  been  seven  bear 
markets  since  1932  that  were  brought 
about  by— or  at  least  accompanied  by 
—lower  corporate  earnings.  Each  of 
them  was  followed  by  a  rising  market 
which  began  before  earnings  turned 
up.  The  table  below  illustrates  the 
time  sequences. 

In  general,  the  market  bottomed 
out  a  year  or  more  before  the  first 
higher  earnings  reports.  And  then  it 
usually  went  up  for  a  year  or  more 
after.  Let's  assume  that  the  earnings 
of    1971's    second    or    third    quarters 
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will  be  higher  than  those  of  the  de- 
pressed quarters  of  1970.  Assume  fur- 
ther that  the  low  of  the  recent  bear 
market  was  made  in  May  of  this  year. 

In  this  case,  we  could  safely  say 
that  a  bull  market  began  last  spring 
and  should  go  on  at  least  until  the 
summer  of  1972,  barring  unforeseen 
catastrophes. 

Is  the  market  cheap  enough  to  pro- 
vide a  springboard  for  a  major  ad- 
vance rather  than  a  merely  modest 
recovery?  Let's  look  at  the  price/ 
earnings  multiples  for  the  Dow  Jones 
industrials  at  both  the  low  point  of 
the  market  and  at  the  low  point  of 
earnings.  This  is  the  picture: 


Bear 
Market 
Years 

P/E  Multiple 
at  the  Bottom 
of  the  Market 

P/E  Multiple 

at  the  Low 

Point  of 

Earnings 

Deficit 

Deficit 

1933 
1938 

earnings 
10.1 

earnings 
25.8 

1942 

8.55 

11.8 

1950 

6.7 

8.9 

1958 

11.3 

20.9 

1961 

18.1 

24.2 

1967 

12.9 

17.6 

1970 

11.6 

14.2* 

•Current 

P/E  multiple. 

As  you  can  see,  the  multiples  in 
May  1970  and  at  present  are  not  the 
lowest  in  this  regard,  but  they  are 
far  from  highest.  They  certainly  ap- 
pear low  enough  to  allow  a  consid- 
erable upward  movement. 

One  final  piece  of  history:  After 
the  first  sharp  recovery  from  the  bot- 
tom of  a  bear  market,  a  period  of 
stagnation  generally  follows.  In  1966 
it  lasted  for  2J£  months,  in  1962  three 
months  and  in  1957  four  months. 
We've  been  in  a  relatively  stagnant 
market  for  almost  four  months  now. 

If  all  this  is  true,  why  hasn't  the 


Bottom 
of  Bear 
Market 

First 

Quarter 

of  Improved 

Earnings 

Months 

Between  Bottom 

of  Market  and 

Improved  Earnings 

Approximate 
Months  of 

Ensuing 
Bull  Market 

Feb.  1933 

June  30,  1933 

4 

49 

April  1938 

March  31,  1939 

11 

8 

April  1942 

Dec.  31,  1942 

8 

48 

June  1949 

June  30,  1950 

12 

42 

Oct.  1957 

March  31,  1959 

17 

26 

Sept.  1960 

Dec.  29,  1961 

15 

15 

Sept.  1966 

Dec.  29,  1967 

14 

12 

market  just  gone  straight  up  until  it 
has  capitalized  the  better  earnings 
prospects?  There  is  a  very  good  ex- 
planation rooted  deep  in  human  psy- 
chology. This  psychology  makes  it 
possible  for  the  venturesome  investor 
to  take  advantage  of  the  situation. 

Let  me  explain.  We  begin  with  the 
fact  that  bear  markets  always  exag- 
gerate*, always  go  to  extremes.  As  soon 
as  people  see  that  the  world  is  not 
going  to  end,  they  feel  better.  The 
stock  market  rallies  from  its  lows.  But 
it  does  not  go  straight  up.  Usually  it 
rests  after  making  a  partial  recovery. 
There  is  still  bad  news  coming  out 
and  many  people  are  still  worried. 
During  this  period  the  bear  has  gone 
back  into  his  cave,  but  the  bull  is 
still  gathering  his  strength. 

We  are  past  this  stage  now.  The 
bull  is  starting  to  stir  again.  Grad- 
ually people  are  coming  to  realize 
that  the  worst  is  over.  As  business 
picks  up,  the  consumer  will  save  less 
and  buy  more.  Industry  will  put 
more  unused  capacity  to  work,  and 
this  will  have  a  leveraged  effect  up- 
wards on  earnings. 

This,  then,  is  a  good  time  to  buy 
stocks  before  the  crowd  starts  buying. 
Below  are  a  few  suggestions. 

In  housing,  Wickes  has  possibili- 
ties for  rapid  expansion,  both  in  sales 
to  the  building  industry  and  in  its 
own  building  activities. 

Fuel  appears  likely  to  be  in  short 
supply  and  a  number  of  the  oil  com- 
panies should  benefit  from  this.  One 
of  my  favorites  is  Standard  Oil  of  In- 
diana, which  is  not  only  active  in  a 
number  of  discovery  areas,  but  is  also 
one  of  the  larger  holders  of  natural 
gas  supplies  in  the  U.S. 

General  Signal  has  had  rising  sales 
and  lower  profits;  but  some  of  its 
product  lines  are  interesting— controls, 
signal  equipment  for  the  growing  ur- 
ban transportation  market  and  anti- 
pollution products. 

Sherwin-Williams  has  two  things 
going  for.  it.  It's  the  largest  manu- 
facturer of  paint  in  the  U.S.  and 
should  benefit  from  an  increase  in  ac- 
tivity in  the  housing  industry.  In  ad- 
dition it  has  recently  made  very 
heavy  expenditures  in  new  plant  and 
equipment  and  should  get  the  bene- 
fits from  these  in  a  rising  economy. 

Yes,  I  realize  the  U.S.  has  plenty  of 
problems.  None  of  them  are  going  to 
be  solved  overnight,  but  other  times 
had  problems  of  equal  severity,  and 
the  U.S.  will  survive  then,  too.  Don't 
let  the  problems  cloud  your  judg- 
ment. We  had  an  extreme  bull  mar- 
ket in  1966-1968.  It  was  followed  by 
an  extreme  bear  market  in  1970.  I 
expect  to  see  1971  correct  1970's 
bear  excesses  just  as  1970  corrected 
the  earlier  bull  excesses.   ■ 
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If  you  have  even  one  investment  decision  to  make  in  1971— 
FINANCIAL  WORLD  could  help  make  it  a  better,  more  profitable 


one. 


'  Learn  how  with  this  special  $6  introductory  offer. 

Wouldn't  it  be  worth  $6  to  you  to  move  toward  greater 
investment  success  in  '71?  You  can— when  you  join  the 
tens  of  thousands  of  investors,  individuals  and  institutions, 
who  count  on  Financial  World  to  help  them  protect  and 
add  to  their  investment  capital  .  .  .  who  take  full  advan- 
tage of  all  of  Financial  World's  unique  investment  aids. 

And  never  have  investors  needed  help  more.  You  now 
face  a  new  year— with  greater  uncertainties  than  we  have 
known  in  the  post  war  era.  In  1971,  you  can  expect  a 
market  unusually  sensitive  to  constantly  shifting  condi- 
tions and  to  an  unprecedented  host  of  unknowns.  A  mar- 
ket, in  other  words,  in  which  you'll  need  all  the  help  you 
can  get.  And  for  just  $6  .  .  . 


You  will  receive  all  this: 

TWELVE  WEEKLY  ISSUES- PACKED  WITH  MARKET  NEWS:  Each  week 

for  the  next  12  weeks  you'll  receive  your  own  copy  of  Financial 
World.  Each  issue  filled  with  articles  to  read  and  use  .  .  .  current 
investment  news,  investment  ideas,  investment  opportunities  ...  a 
wealth  of  dolldrs-and-sense  information. 

A  special  feature  of  each  weekly  Financial  World  is  the  "Se- 
lected Issues"  section.  This  highly  respected  list  of  stocks  and 
bonds  has  now  been  expanded  to  include  specific,  up-to-the- 
minute  recommendations  for  every  investor — from  the  most 
conservative  to  the  most  aggressive.  Here  you  will  find,  at  a 
glance,  groups  of  securities  for  exactly  the  objective  you  have 
set  tor  yourself. 

THREE  MONTHLY  SUPPLEMENTS-INDEPENDENT  APPRAISALS:  Each 

month  for  the  next  5  months  you'll  get  a  detailed,  updated  digest 
of  current  stock  information  prices,  earnings,  dividends,  etc. — along 
with  our  independent  ratings  of  as  many  as   1,900  listed  stocks. 

PERSONAL  ADVICE  BY  MAIL:  Any  time  during  your  subscription,  you 
may  ask  us  for  bin  hold/sell  advice  on  any  listed  security  you're 
interested  in  at  the  time.  VCrite  as  often  as  once  a  week,  if  you  like. 

VALUABLE  BONUS  BOOK:  As  a  special  gift,  you  11  receive  a  copy  of 
our  72-page  handbook — Your  Ste(>-by-Stel>  Guide  to  Investment  Suc- 
u  This  volume,  available  in  no  other  way,  helps  clear  away  invest- 
ment myths  and  mysteries — explains  portfolio  planning,  dollar  averag- 
ing, how  to  read  a  balance  sheet,  depreciation,  investment  timing — 
gives  you  investment  knowledge  you  need,  in  easy-to-understand  form. 

SPECIAL  STUDIES:  As  soon  as  your  subscription  starts  you'll  receive 
two  Special  Studies  on  current  investment  opportunities:  "Quality 
Stocks  to  Earn  More  in  1971"  and  "Blue  Chips  on  the  Bargain 
Counter."  These  reports  are  typical  of  the  informed,  timely  invest- 
ment ideas  you'll  find  in  every  issue  of  Financial  World. 

ADDITIONAL  SAVINGS:  If  you  enter  your  subscription  for  6  months, 
for  just  $16 — or  for  a  full  year,  for  only  $28,  we'll  send  you  all  of 
the  above  services  PLUS  the  current  edition  of  our  360-page  annual 
Stock  Facto  graph  Manual  (regular  price:  $6.00)  with  66,000  useful 
facts  on  more  than  2,350  different  stocks.  To  take  advantage  of  this 
extra  offer,   just  check  the  appropriate  box  below. 


A  unique 
combination  of  in- 
vestment news  and  finan- 
cial counsel-with  a  history  of 
over  68  years  of  successful  service  to  investors. 

FORECAST  FOR  1971  — 


Don't  miss  the  Special  December  30,  1970  "Annual 
Review  and  Forecast  issue  of  Financial  World,  fea- 
turing: Investment  Programs  for  1971 ;  What  Growth 
Stocks  Now?;  Technical  Trends;  Mutual  Funds;  and 
dozens  of  other  timely  investment  features. 
This  Special  Issue  will  be  part  of 
your  subscription  if  you  act  now. 


MONEY-BACK  GUARANTEE:  Any  time  during  the  first  30  days 
of  your  subscription,  if  any  part  of  the  Financial  World  ser- 
vice fails  to  satisfy  you,  we'll  return  your  subscription  cost 
in  full.  We're  confident  you'll  consider  your  subscription  to 
Financial  World  a  sound  investment.  Find  out  for  yourself — 
return  the  coupon  today. 


I  I  I  enclose  $6 — returnable  on  money-back  guarantee.  Send  me  12  weeks 
oi  Financial  World  plus  special  reports,  3  monthly  supplements  of 
"Independent  Appraisals"  with  Advice-by-Mail  privileges  and  the  valuable 
BON  I  -   Book. 


□  I  enclose  816— returnable  on  money-back  guarantee.  Send  me  6 
months  126  inues)  of  Financial  World,  and  all  of  the  above  benefits  and 
privileges   plus    the    Stock    Factograph    Manual. 

f~l  I  enclose  $28 — returnable  on  money-back  guarantee.  Send  me  a  full 
year  I  i2  issues)  of  Financial  World,  and  all  of  the  benefits  and  privileges 
including    the    Stock    Factograph    Manual. 


FINANCIAL  WORLD 

Dept.  FB-1215 

17  Battery  Place,  New  York,  N.Y.   10004 


Name. 


Addreti. 
City 


State Zip . 

This  subscription  is  not  assignable. 
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HOW  DOES  YOUR 

MUTUAL  FUND 

RATE? 

Let  FundScope's  ratings  show  you 

Now,  just  off  the  press  and  not  available  anywhere 
else,  EXCLUSIVE  UNIQUE  PERFORMANCE  RATINGS 
by  FUNDSCOPE,  the  nation's  leading  monthly  mutual 
fund  magazine.  437  mutual  funds  are  rated  by 
investment  objectives,  including  No-Load  funds, 
Go-Go  funds,  and  funds  little  known  except  to  pro- 
fessional investors. 

You'll  probably  be  surprised  to  see  that  of  the 
437  mutual  funds  covered  regularly  by  FundScope 
ONLY  13  ARE  RATED  ABOVE  AVERAGE  FOR  GROWTH, 
INCOME,  AND  STABILITY  combined.  FUNDSCOPE 
NAMES  THE  13  FUNDS. 

OTHER  DECEMBER  FEATURES 

Also  in  the  December  issue:  A  critical  review  of 
the  Twentieth  Century  Fund  Study  on  Mutual 
Funds... A  perceptive  report  on  "Bond  and  Income 
Funds". . .  A  timely  article  on  "Taxes  and  Invest- 
ments". . .  "Middle-Of-The-Road  Funds."  Growth 
without  excessive  fluctuations  in  price  is  an  in- 
vestment objective  which  appeals  to  many  people. 
In  a  comprehensive  analysis  of  their  market  per- 
formance from  October  7,  1966,  to  May  26,  1970, 
FUNDSCOPE  names  mutual  funds  which  may  meet 
this  objective.  A  NEW  FEATURE:  FUNDSCOPE  lists 
the  ten  major  common  stock  holdings  of  more  than 
300  mutual  funds  and  closed-end  companies... 
PLUS  MORE  of  interest  to  your  pocketbook,  includ- 
ing penetrating  reviews  of  Dreyfus  Fund,  Equity 
Growth  Fund  of  America,  Mathers  Fund  and  others. 
Now  in  its  13th  year,  NO  OTHER  PUBLICATION 
IS  LIKE  FUNDSCOPE.  IT  PRESENTS  INFORMATION 
NOT  AVAILABLE  ANYWHERE  ELSE -AT  ANY  PRICE. 
Before  you  make  any  important  decisions  regard- 
ing mutual  funds,  you  owe  it  to  yourself  to  see 
why  each  month  thousands  of  investors,  brokers 
and  money  managers  from  every  state  and  67  for- 
eign nations  read  FundScope. 

SPECIAL  OFFER  (New  trial  subscribers  only) 

Send  just  $17  for  a  3-month  trial  subscription  to 
FundScope  including: 

A.  The  previously  mentioned  Dec.  issue  featuring 
UNIQUE  PERFORMANCE  RATINGS. 

B.  FundScope's  comprehensive  January  1971  issue 
features:  "NO-LOAD  FUNDS  VERSUS  LOAD 
FUNDS". . .  ARE  NO-LOAD  FUNDS  A  BARGAIN? 

C.  HOW  DID  YOUR  FUNDS  DO  IN  1970? 
FundScope's  FEBRUARY  ISSUE  features  the 
complete  1970  MUTUAL  FUND  PERFORMANCE 
RESULTS  covering  437  mutual  funds. 

PLUS  3  BIG  BONUSES 

1. 1970  MUTUAL  FUND  GUIDE,  the  new  bible  of  the 
mutual  fund  industry.  Published  each  April,  this 
dynamic  book  contains  356  pages  of  vital  data 
on  428  funds.  Included  are  their  addresses  and 
comprehensive  vital  performance  and  statistical 
features.  (This  Guide  alone  sells  for  $15.) 

2.  COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE 
FOR  FINANCIAL  SECURITY.  A  special  article  that 
tells  what  is  behind  these  combination  packages. 

3.  KEOGH  IS  FOR  YOU.  An  in-depth  8-page  reprint 
that  thoroughly  covers  the  plan's  35  main  points. 
Gives  Advantages  as  well  as  Objections. 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  full  14-month 
subscription  send  $50.00  (10  day  returnable  guar- 
antee). Include  ZIP. 

FundScope 

ept.  F-6,  Suite  700 
1900  Avenue  of  the  Stars 
Loo  Angeles  90067 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Stocks  With  Conservative  Strengths 


At  first  glance,  the  constructive 
case  is  on  the  defensive.  Even  if  al- 
lowance is  made  for  the  impact  of 
the  now-ended  General  Motors'  strike, 
the  nation's  economy  shows  more 
sluggishness  than  strength.  If  some  of 
the  new  car  demand  has  been  per- 
manently lost,  the  poststrike  produc- 
tion stimulus  could  be  less  than  ex- 
pected. The  fact  that  the  timetable 
of  recovery  has  been  delayed  may  ac- 
centuate the  tax-selling  and  tax- 
switching  pressures  usually  witnessed 
at  this  time  of  the  year. 

There  are  also  a  number  of  sober- 
ing, beneath-the-surface  considera- 
tions. For  example,  the  downward 
trend  of  capital  goods  spending  in- 
dicates that  the  economy  as  a  whole 
will  have  a  slower  rate  of  growtnTn 
coming  years  than  it  did  in  the  re^ 
cent  past,  iliese  could  be  the  Sober 
Seventies,  partly  because  the  nation 
doesn't  have  the  strong  sense  of  for- 
ward momentum  which  existed  five 
to  ten  years  ago.  The  possibility  that 
we  are  in  a  less  effervescent  environ- 
ment than  in  the  Sixties  is  also  in- 
dicated by  the  evidence  that  indus- 
try's emphasis  may  be  more  on  digest- 
ing past  growth  than  on  looking  for 
new  worlds  to  conquer.  And  the  pros- 
pect of  a  slowdown  outside  the  U.S. 
points  up  the  fact  that  booming  Eu- 
ropean earnings  have  been  important 
offsets  to  declining  domestic  profits 
for  many  companies. 

There  are  also  favorable  factors. 
One  is  the  prospect  that  money  rates 
will  continue  to  decline  in  1971;  I 
see  no  indication  the  Federal  Re- 
serve  Board  will  change  its  polity  of 
niTVltAllv  fvpamliiiP  nnr  money  .sup- 
ply, and  itr!>  historically  true  that 
"money  makes  the  mare  go."  M ore- 
over,  the  decline  in  Eurodollar  rates 
tends  to  increase  the  attraction  of 
American  stocks  to  foreign  investors. 

Strong  Companies  Gof  Stronger 

In  like  vein  of  thought,  emphasis 
on  the  fact  that  the  market  as  a 
whole  has  been  seemingly  stationary 
for  the  past  few  months  can  be  an 
oversimplification.  To  me,  the  impor- 
tant considerations  are  the  beneath- 
the-surface  signs  of  a  shift  in  issue 
emphasis,  of  portfolios  being  restruc- 

Mr.  Luria  is  a  partner  in  tht  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


tined  on  the  basis  of  the  probable 
1971  environment.  By  and  large,  the 
best  performing  stocks  have  been 
those  of  companies  with  a  conserva- 
tive tinge,  such  as  utilities  and  seem- 
ingly unexciting  groups  like  natural 
gas,  grocery  chain  and  tobacco,  rath- 
er than  those  benefitting  from  a  spec- 
ulative vogue.  In  my  opinion,  this 
type  of  issue  emphasis  is  likely  to  con- 
tinue in  the  foreseeable  future,  and 
for  more  basic  reasons  than  the  fact 
that  styles  in  securities  change  an- 
nually. Rather,  the  more  marginal 
companies  that  require  an  overall 
boom  for  prosperity  are  likely  to  fal- 
ter, and  it's  historically  true  that  the 
strong  companies  seem  to  become 
stronger  during  a  testing  period. 

I  can  therefore  be  enthusiastic 
about  Jewel  Companies  (around  48, 
paying  $1.50,  with  a  1969-70  range 
of  56-37).  Not  only  is  the  company 
the  dominant  supermarket  operator 
in  the  Chicago  area,  but  it  has  been 
expanding  geographically  and  enjoys 
one  of  the  best  operating  profit  mar- 
gins in  the  industry.  Jewel  has  also 
become  a  successful  retailer  of  other 
types  of  merchandise  sold  on  a  self- 
service  basis  (Osco  Drug,  Turn  Style 
department  stores),  businesses  which 
accounted  for  19%  of  last  year's 
operating  profits.  In  my  opinion,  an  in- 
novative management  and  good  finan- 
cial position  entitle  the  stock  to  com- 
mand a  premium  multiple  against 
this  year's  earnings  of  about  $3.40 
per  share,  which  would  compare  with 
$3.22  last  year. 

I'm  also  intrigued  with  the  value 
and  speculative  possibilities  in  Swift 
(above  27).  Not  just  because  capi- 
tal has  been  and  will  continue  to  flow 
to  conservative  issues,  but  because  I 
see  special  dynamics  arising  from  the 
fact  that  Swift  in  a  sense  is  now  a 
broad-based  industrial  company  rath- 
er than  just  a  meat  packer.  Witness 
the  fact  that  the  fresh  meat  busi- 
ness, as  such,  probably  contributed 
less  than  25%  of  1970  fiscal  year 
earnings,  which  were  about  $2.25  per 
share  as  against  $1.81  in  1969.  Fur- 
thermore, I  visualize  a  10%  to  20% 
earnings  increase  in  fiscal  1971  and 
believe  the  company's  target  of  a  $4- 
per-share  profit  a  few  years  later  is 
a  distinct  possibility. 

I'm  also  interested  in  Internationa! 
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To  a  man  who 
hopes  to 
increase  his  net, 
after- tax  results 
from  investments 
significantly... 
in  the  next  five  years! 


VX/ill  the  investment  prog- 
*"  ress  you  have  accom- 
plished in  the  last  five  years, 
if  carried  forward  for  the 
next  five,  have  moved  you 
satisfactorily  toward  your 
goal  of  making  your  finan- 
cial future  significantly 
more  comfortable  and 
secure? 

It  >our  answer  is  yes,  stick 
to  your  plan!  Do  not  let  us 
or  anyone  else  influence 
you  to  change. 

However,  if  some  mutual 
funds  orstocks  have  treated 
you  poorly,  and  if  time  is 
rolling  along,  yet  your  cap- 
ital and  income  are  not 
building  up  as  you  hoped 
for... tfiis  may  not  he  your 
fault  at  all. 

Possibly,  private,  personal 
investment  counsel  can 
help! 


"Personal 
Investment  Counsel" 

If  you  invest  $10,000  or 
more  and  you  would  like 
to  look  into  what  personal 
investment  counsel  might 
do  for  you,  ask  for  a  com- 
plimentary copy  of  this 
48 -page  book.  It  describes 
specific  principles  of  man- 
aging money  by  modern 
business  management 
methods. 

(When  you  write  you  may 
wish  to  list  the  mutual 
funds  and  securities  you 
own  now.) 


Mansfield  Mills  Inc. 

Personal  Investment  Counsel 

Investment  Adviser  Since  1938 

7918  Ivanhoe  Ave. 

(P.O.Box  351)  Dept.2-12E 

La  Jolla,  Calif.  92037 


Harvester  (around  26,  paying  $1.80), 
even  though  earnings  for  the  just- 
ended  fiscal  year  were  only  about 
$1.90  per  share  compared  with  $2.30 
per  share  the  previous  year.  I  be- 
lieve the  new  fiscal  year  has  started 
with  the  hope  of  a  substantial  earn- 
ings improvement,  possibly  to  the 
$2.50-per-share  level.  For  example,  it 
is  my  understanding  that  retail  sales 
of  farm  equipment  picked  up  in  Sep- 
tember and  were  well  ahead  of  a 
year  ago  on  a  retail  basis  in  Octo- 
ber. The  company  has  increased  its 
participation  in  the  truck  market- 
heavy-duty  truck  sales  have  increased 
noticeably— and  the  order  book  is  be- 
lieved to  be  about  the  same  size  that 
it  was  a  year  ago.  The  closing  of  the 
antiquated  construction  equipment 
plant  will  be  completed  by  the  year- 
end,  and  the  difference  between  the 
1970  divisional  loss  and  a  breakeven 
in  1971  could  be  significant. 

An  Antipollution  Stock 

All  this  doesn't  mean,  however, 
that  interest  will  be  concentrated  only 
in  companies  that  can  lay  claim  to 
maturity,  stability  and  size.  Special 
technological  capabilities  which  re- 
sult in  above-average  growth  pros- 
pects and  profit  margins  will  always 
command  attention.  Lubrizol,  the 
world's  largest  independent  develop- 
er and  supplier  of  oil  and  fuel  addi- 
tives, is  a  perfect  illustration  of  the 
point.  The  emphasis  of  the  domestic 
automobile  manufacturers  on  lower 
compression  engines  will  in  effect  in- 
crease the  requirement  for  special 
lubricants.  Further,  additive  usage  is 
increasing  faster  outside  of,  than  in, 
the  U.S.  and  sales  in  other  parts  of 
the  world  contribute  over  half  the 
corporate  total.  While  the  stock  is  rich 
at  around  67  in  relation  to  earnings 
of  abftut  $2.10  per  share  this  year, 
the  multiple  is  likely  to  remain  high, 
for  the  world's  growing  concern  about 
automotive  air  pollution  in  effect 
spells  a  growing  market  for  the  com- 
pany's products. 

All  in  all,  I  continue  to  believe  that 
the  need  for  a  really  major  market 
decision  won't  be  necessary  unless  and 
until  the  1971  outlook  comes  under 
greater  suspicion  than  exists  today. 
Granted  that  the  swing  factor  revolves 
around  the  hesitating  consumer,  that 
there  is  no  comfort  in  the  traditional 
leading  indicators,  the  weight  of  evi- 
dence suggests  that  the  underlying 
trend  of  industrial  production  is  now 
upward.  And  this  is  the  key  consid- 
eration. Matter  of  fact,  the  current 
price  pattern  bears  a  striking  resem- 
blance to  those  that  followed  past  ma- 
jor turning  points.  The  stage  is  being 
set  for  quick  reflection  of  any  turn  in 
the  tide.  ■ 
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IN  SPITE  OF 
,  THE  DOWN! 


During  the  past  two  years  FORBES  circulation  grew  by  125,000. 

Almost  concurrently  the  national  economy  began  to  move  in  a  new  direction— down. 

FORBES  wondered  how  the  poor  performance  of  the  economy  might  be  affecting  the 
quality  of  our  subscribers.  So  we  summoned  the  independent  research  firm,  Don 
Bowdren  Associates,  to  sample  4,000  FORBES  subscribers  and  find  out  what  was  the 
current  make-up  of  this  FORBES  market  in  the  summer  of  1970's  discontent. 

Except  for  the  fact  that  our  subscribers'  stocks  were  behaving  on  the  bearish  side 
(and  whose  were  not?),  the  FORBES  subscriber  presents  an  even  more  affluent  and 
influential  profile  than  he  did  two  years  ago  when  our  last  study  was  published. 

Here's  the  evidence: 


39  per  cent  of  FORBES  subscribers  are 

in  top  management  positions 
10  per  cent  are  Presidents,  Chairmen 

or  Chief  Executive  Officers 
27  per  cent  are  in  Manufacturing 
34  per  cent  are  in  large  companies 
48  per  cent  have  household  incomes  of  $25,000  or  more 
95  per  cent  own  common  or  preferred  stocks 
54  per  cent  have  net  worths  of  $100,000  or  more 


Number  of 

Gain 

Subscribers 

over  1968 

243,750 

32% 

62,500 

39% 

168,750 

35% 

212,500 

37% 

300,000 

58% 

593,750 

25% 

337,500 

30% 

We  have  also  learned  that  the  average  FORBES  subscriber  spends  two  hours  reading 
each  issue.  Not  surprising  when  you  know  that  92%  of  our  subscribers  read  FORBES 
at  home. 

So  the  quality  of  FORBES'  market  today  is  very  much  on  the  UP  AND  UP— even  if  the 
economy  is  down. 

FORBES  readers  don't  just  own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 


The  Funds 


Progress  for 
a  Minority 


Here's  one  minority  that  is,  most 
decidedly.  not  underprivileged. 
We're  talking  about  the  no-load 
mutual  funds.  They  are  like  other 
mutual  hinds  except  in  one  very 
important  respect:  They  charge  no 
sales  commission.  Fifteen  years  ago 
the  no-loads  were  so  insignificant 
that  the  mutual  fund  industry  paid 
them  little  heed.  After  all.  they 
had  only  a  grand  total  of  28.000 
stockholders  vs.  2  million  for  the 
regular,  load-charging  funds,  ac- 
cording to  DRI   Research. 

Rut  how  things  have  changed! 
Toda)  (he  no-loads  have  1  million 
stockholders,  a  solid  10V  or  so  of 
the  total  mutual  fund  population. 
There  are  about  125  no-loads  (out 
of  a  total  of  some  725  mutual 
funds),  whereas  15  years  ago  there 
were  under  30  of  them.  All  told, 
they  have  assets  of  over  S3. 5  bil- 
lion, about  7%  ot  total  mutual  fund 
assets,  up  from  S250  million  or  3%. 

Unlike  regular  mutual  funds, 
the  no-loads  are  bought  rather 
than  sold. 

That  is.  no  salesmen  push  their 
wares  (although  a  number  of  them 
do  advertise  The  would-be  in- 
vestor must  seek  the  fund  out, 
write  awa\  to  it.  study  the  pro- 
spectus himself,  (ill  in  the  proper 
forms  and  mail  (or  bring)  in  his 
check.  This  calls  for  a  lair  amount 
of  initiative,  but  the  savings  can 
be  considerable.  On  a  S5,000  in- 
vestment, the  stockholder  saves 
about  $425  in  commissions. 

How  good  are  the  no-loads?  As 
far   as   performance   is   concerned, 


Price  of  T.  Rowe  Price  Growth  Crock 


they  are  neither  better  nor  worse 
than  regular  mutual  funds.  Study 
the  figures  in  Forbes  Annual  Mu- 
tual Fund  Report  (Aug.  15)  and 
you'll  get  the  picture.  There  are 
great  performers  and  poor  per- 
formers among  them.  Go-gos  and 
fuddy-duddies.  Big  ones  and  lit- 
tle ones.  The  fact  that  they  do  not 
charge  commissions  or  use  sales- 
men seems  to  make  no  difference 
at  all  in  how  they  perform.  But 
then,  why  should  it?  The  salesmen 
don't  manage  the  money;  they  only 
bring  it  in. 

There  are  only  11  no-loads 
with  assets  in  excess  of  $100  mil- 
lion. Second  largest,  One  William 
Street  has  assets  of  $239  million. 
The  largest  of  the  no-loads  is  Bal- 
timore's T.  Rowe  Price  Growth 
Stock  Fund.  Recently  it  had  as- 
sets of  $611  million.  The  Rowe 
Price  firm  operates  two  other 
funds.  All  told,  it  manages  some 
$2.7  billion  in  mutual  fund  and  in- 
vestment counseling  money. 

Why  bother  if  there  are  no  com- 


missions to  be  earned?  Actually, 
that's  a  veiy  naive  question.  Most 
mutual  funds  make  their  money 
out  of  management  fees,  not  out  of 
commissions.  And  no-loads,  like 
loads,  do  charge  substantial  man- 
agement fees.  The  Price  funds,  for 
example,  charge  50  cents  per  year 
on  every  100  mutual  fund  dollars 
managed.  That's  about  the  same  as 
most  load-charging  funds  of  sim- 
ilar size  get.  It  brings  in  close  to 
$2.8  million  a  year  in  fund  man- 
agement fees  for  the  Price  organi- 
zation. It  also  serves  as  a  handy 
attention-getter  for  the  company, 
which  is,  besides  its  funds,  in  the 
investment  counseling  business. 

The  Price  organization  is  not  in 
the  brokerage  business,  but  some 
no-load  sponsors,  such  as  Lehman 
Brothers,  are.  They  get  a  further 
pay-oft:  They  can  channel  through 
their  own  brokerage  firms  a  sub- 
stantial part  of  the  commissions 
generated  by  the  fund's  trading. 

Who  says  a  minority  has  to  be 
underprivileged? 


In-and-Outer 


Abe  we  in  a  bull  market  recovery 
from  the  1969-70  crash?  Or  are  we 
still  in  a  bear  market?  This  might 
seem  to  be  the  first  judgment  a 
money  manager  ought  to  make,  but 
Gerald  F.  LaKarnafeaux  doesn't 
see  it  that  way.  He  says  frankly  he 
doesn't  know  whether  this  is  a  bull 
market  or  a  bear  market.  He's  ori- 
enting his  Drexel  Equity  Fund  to 
short  swings.  A  small  fund  can  do 
this;  a  big  one  can't. 

Recently,  LaKarnafeaux  was  28% 
in  cash,  but  he  has  been  as  low  as 


7%  in  cash  this  year— and  as  high  as 
32%.  His  idea  is  to  maneuver  in  and 
out  of  what  he  thinks  will  be  an  up- 
and-down  market  with  no  major 
long-term  trend. 

In  May,  when  the  market  was 
very  low,  he  ran  down  his  cash  re- 
serve. "We  were  able  to  pick  up 
bargains  like  R.J.  Reynolds,  Pan- 
handle Eastern  and  Weyerhaeuser." 
When  the  market  rallied  over  the 
summer,  LaKarnafeaux  took  some 
short-term  profits  and  was  back  to 
32%  cash  in  September.  Now  he's 
down  slightly  after  buying  UAL 
(United  Air  Lines),  Comsat  and 
Holiday  Inns. 


Perhaps  a  big  reason  this  $42.5- 
million  Philadelphia-based  no-load 
has  become  very  cautious  is  the 
beating  it  took  in  the  recent  bear 
market.  Drexel  ranked  F  in  down 
markets  in  contrast  to  its  A  in  up 
markets  in  the  Aug.  15  Fobbes  Mu- 
tual Fund  Survey.  LaKarnafeaux 
reasons  that  he  did  poorly  in  down 
markets  because  Drexel  was  so  ful- 
ly invested,  and  he's  trying  to  avoid 
taking  that  risk  again. 

"I  feel  that  the  market  won't  be 
much  higher  a  year  from  now  than 
it  is  today,"  he  says.  Thus  he  feels 
a  trading  policy  is  the  best  policy 
for  now.  ■ 
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Wkif\  SALES  CHAR6E 

M\J  REDEMPTION  CHARGE 

100  %  of  your  money  invested 
in  stocks  PROFESSIONALLY  SELECTED 
for  growth  possibilities . . .  providing 
a  diversified  energy  based  portfolio 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  pollution  control 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PUNS 
ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


MODEL  CORPORATE  PROFIT 
SHARING  PLAN  AVAILABLE 

RALPH  E.  SAMUEL  t,  CO..  Distributor 

Members  N.  Y.  Stock  Exchange 

55  Broad  St..  New  York  10004  Oept.  F 

(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 

Also  send  information  on: 
D  Corporate  Profit  Sharing 
D  Keogh  Retirement 

NAME 


ADDRESS. 


ZIP 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDinc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 

Name 


Address. 
City 


.State. 


Zip  Code. 
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PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividendsforthe  quar- 
ter ending  December  31,  1970: 


Class  of  Stock 

Common 

$1.40  Dividend 

Preference  Common 

Cumulative  Preferred 

4.08%  Series 

4.18%  Series 

4.30%  Series 

5.05%  Series 

5.28%  Series 

6.80%  Series 

9.62%  Series 


Dividend 
Per  Share 

$  .41 

$  .35 

$1.02 
1.045 
1.075 
1.2625 
1.32 
1.70 
2.405 


All  dividends  are  payable  on  or  be- 
fore December  21,  1970  to  stock- 
holders of  record  November  30, 
1970. 

MALCOLM  CARRINGTON,  JR. 
Secretary 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 


Baltimore,  Maryland  21203 

The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  fifty- 
five  cents  a  share,  payable 
January  30,  1971,  to  stock- 
holders of  record  Decem- 
ber 18,  1970. 

WILLIAM  R.  PHELAN 
Vice  President-Treasurer 
and  Secretary 
November  25.  1970 


E.I  DU  PONT  DE  NEMOURS  &  COMPANY 

Wilmington,  Del.,  November  16,  1970 
The  Board  of  Directors  today  declared 
regular  quarterly  dividends  of  $1.1 2'A  a 
share  on  the  Preferred  Stock — $4.50  Series 
and  87'/2«  a  share  on  the  Preferred  Slock 
— $3.50  Series,  bofh  payable  January  25, 
1971,  to  stockholders  of  record  at  the 
close  of  business  on  January  8,  1971; 
also  $1 ,25  a  share  on  the  Common  Stock 
as  the  year-end  dividend  for  1970,  pay- 
able December  14,  1970,  to  stockholders 
of  record  at  the  close  of  business  on 
November  24,   1970. 

H.  T.  BUSH,  Jr.,  Secretary 


Bsttsr  things  for  bettor  living 
...through  chemistry 
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(Continued  from  page  10) 

Good  Job 

Sir:  You  have  written,  in  a  really  out- 
standing way,  the  most  comprehensive 
article  I've  seen  yet  on  home  furnishings 
and  the  industry's  growth  potential  for 
the  70s. 

—Roger  T.  Groce 
Assistant  Manager- 
Corporate  Information, 
Armstrong  Cork  Co. 
Lancaster,  Pa. 

It's  Being  Done 

Sir:  In  an  editorial  in  your  Nov.  15 
issue,  you  raise  the  question  of  putting 
screw  tops  on  returnable  bottles.  This  is 
already  being  done  on  a  limited  scale. 
Conceivably,  it  will  be  done  on  a  major 
scale  by  the  end  of  1971. 

The  basic  problem  is  that  a  bottler's 
returnable  bottles  will  have  to  be  re- 
placed with  new  returnable  bottles.  Nat- 
urally any  bottler  is  hesitant  to  dispose 
of  his  existing  "float"  of  returnables  be- 
cause of  the  investment  they  represent. 

—John  D.  Northup 
Vice  President  &  General  Manager, 
Closure  Division- 
Owens-Illinois 
Toledo,  Ohio 

Sir:  During  September  Coca-Cola 
USA  began  test-marketing  a  26-ounce 
returnable  bottle  for  Coca-Cola  with  a 
resealable  closure. 

Coca-Cola  USA  is  also  involved  in 
test-marketing  a  plastic  bottle  with  re- 
sealable closure.  Experiments  have 
shown  that  no  significant  mechanical, 
chemical  or  corrosive  problems  should  be 
expected  by  incinerating  the  container  in 
municipal  disposal  systems. 

—Harry  E.  Teasley  Jr. 

Product  Manager,  Packaging, 

Coca-Cola  USA 

Division,  The  Coca-Cola  Co. 

Atlanta,  Ga. 

Sir:  I  came  across  this  item  in  the 
Alcoa  Aluminum  Newsletter:  "a  twist-off 
pilferproof  aluminum  closure  for  the  de- 
votee of  the  returnable  beverage  bottle." 

-R.H.  Sims 

Vice  President, 

Jersey  Central  Power  &  Light  Co. 

Parsippany,  N.J. 

. . .  And  Doctors,  and  Dentists  . .  . 

Sir:  I  agree  with  your  caption  "Let 
'Em  Advertise"  (Fact  6-  Comment,  Nov. 
1),  but  why  not  include  the  dentists, 
doctors  and  hospitals  too?  Maybe  while 
we're  at  it  they  could  all  let  us  see 
some  comparative  charge  figures  (before 
we  go  in)  and  some  published  profits 
statements  (after  we  pay  our  bills). 

-M.D.  Knox 

President, 

Wayne  Electronic  Products  Co. 

Oklahoma  City,  Okla. 
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How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 

portfolio 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  SI 00  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year  "performance  record, "and  how 
it  may  help  you  now,  simply  write  Dept.N-47 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  oai8i 

Investment  Management    .    Incorporated  1936 


Better 
Educated! 


People  in  our 

area  stay  in 

school  nearly 

2  years 

longer  than 

the  national 

average. 

UTAH  POWER 
&  LIGHT  CO. 

A  Growing  Company  in  the  Growing  West 


Your  Fair  Share 
Shows  You  Care 

THE    V 
UNITED  WAY 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


We  shall  hear  the  rain  and  wind 
beat  dark  December. 

—Shakespeare 


Children,  love  one  another,  and  if 
that  is  not  possible— at  least  try  to 
put  up  with  one  another. 

— Johann  Wolfgang  von  Goethe 


A  successful  house  anywhere  is 
one  where  you  sense  immediately  that 
the  people  who  live  in  it  are  really 
involved  in  being  alive. 

—Benjamin  Baldwin 


We  cannot  hold  a  torch  to  light 
another's  path  without  brightening 
our  own.  —Ben  Sweetland 


Beautiful  snow!  It  can  do  nothine; 
wrong.      —John  Whittaker  Watson 


Why  you  are  born  and  why  you 
are  living  depend  entirely  on  what  you 
get  out  of  this  world  and  what  you 
give  it.  —Oscar  Hammerstein 


Friendship  is  a  word  the  very  sight 
of  which  in  print  can  make  the  heart 
warm. 

—Augustine  Birrell 


Brotherhood  is  the  very  price  and 
condition  of  man's  survival. 

—Carlos  P.  Romulo 


Sharing  is  the  great  and  imperative 
need  of  our  time.  An  unshared  life  is 
not  living. 

—Stephen  S.  Wise 


The  greatest  pleasure  I  know,  is 
to  do  a  good  action  by  stealth,  and 
have  it  found  out  by  accident. 

—Charles  Lamb 


Philanthropies  and  charities  have  a 
certain  air  of  quackery. 

—Ralph  Waldo  Emerson 


To  give  away  money  is  an  easy 
matter,  and  in  any  man's  power.  But 
to  decide  to  whom  to  give  it,  and 
how  large  and  when,  and  for  what 
purpose  and  how,  is  neither  in  every 
man's  power— nor  an  easy  matter. 
Hence  it  is  that  such  excellence  is 
rare,  praiseworthy  and  noble. 

—Aristotle 


Blessed  are  those  who  can  give 
without  remembering  and  take  with- 
out forgetting. 

—Elizabeth  Bibesco 
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Christinas  is  glorious.  I  love 
the  season,  the  Spirit  of  Christ- 
mas. If  your  heart  is  in  the  right 
place,  it  affords  you  appropri- 
ate opportunity  to  do  things  for 
others,  to  express  your  good  will, 
to  let  yourself  go  sentimentally, 
philanthropically. 

The  Christmas  Spirit  brings 
home  to  us— or  should  bring 
home  to  us— the  profound  Bibli- 
cal truth  that  "it  is  more  blessed 
to  give  than  to  receive."  Any- 
thing which  inspires  unselfish- 
ness makes  for  our  ennoblement. 
Christmas  does  that. 

1  am  all  for  Christmas. 


Learn  the  luxury  of  doing  good. 

—Oliver  Goldsmith 


The  gift  without  the  giver  is  bare. 

—James  Russell  Lowell 


Life  is  too  short  to  be  little. 

—Benjamin  Disraeli 


He  who  shares  the  afflictions  of 
others  will  merit  to  behold  the  com- 
forting of  humanity.  —Talmud 


Not  for  himself,  but  for  the  world 
he  lives.  — Lucan 


A  man  who  is  always  satisfied  with 

himself  is  seldom  satisfied  with  others. 

—La  Rochefoucauld 


Independence  is  of  more  value  than 
any  gifts;  and  to  receive  gifts  is  to 
lose  it.  — Saadi 


Take  time  to  enjoy  the  present. 

—Alexander  Reid  Martin 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  arc 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Avenue, 
New  York,  NY.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . . . 


Sent  in  by  M.J.  Hall,  Sarasota. 
Fla.  What's  vour  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  pre- 
sented   to   senders  of   texts  used. 


How  beautiful  upon  the  mountains 
are  the  feet  of  him  that  bringeth  good 
tidings.  —Isaiah  52:7 
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